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Economic activity

At last, after several years marked by crisis, the events of 
2012 suggest that some of the key broadly based under-
standings are beginning to translate into action. Progress 
has been and remains slow. Frictions abound and the 
various economies are at varying stages of the cycle. 
However there is consensus among all actors, public 
and private, regarding the need to take united action on 
certain fronts, making sacrifices short term for the sake of 
tangible results later on. 

The first point on which a consensus holds relates to 
the need to stabilise the financial system and reinforce 
the banks’ solvency to ensure the orderly reactivation of 
financing flows. For this to happen, sovereign nations 
must simultaneously become more credible in the eyes 
of their creditors, to which end they must start to delev-
erage: this means closing the deficit gap in a relatively 
short period of time. Significant steps were taken on both 
fronts in 2012, driven by governments and supranational 
institutions, particularly in Europe. However, the sover-
eign debt crisis has yet to fully remit; it has been waning, 
however—a process that gained impetus towards the end 
of last year (and has continued so far in 2013).

The second area of consensus relates to the deleveraging 
underway among companies and households as a prereq-
uisite to seeking out prosperity and growth once again. 
In the corporate arena (banks and non-banks), this has 
resulted in asset sales and extraordinary provisioning 
efforts that have eroded income, although core busi-
nesses were showing a profit until the close of the third 
quarter of 2012.

Both factors caused accelerating contraction in consumer 
spending and investment in 2012, ultimately eroding 
growth forecasts for 2013 and 2014 in nearly all the world’s 
economies. However, certain underlying long-term 
economic variables have improved, which is probably 
why equities rallied in most developed economies in 2012 
against the backdrop of reduced volatility. The economies 
most affected by multiple crises at once, Spain being 
a case in point, saw the correction in their benchmark 
equity indices ease in the second half of the year, albeit 
remaining in negative territory for the full year, penalised 
by excessive volatility, which began to drop sharply only 
in December.

IMF growth projections (October 2012)

                Actual                      Projections

2010 2011 2012 2013

GDP growth (%)

World output 5.1 3.8 3.3 3.6

Advanced economies 3.0 1.6 1.3 1.5

US 2.4 1.8 2.2 2.1

Japan 4.5 -0.8 2.2 1.2

UK 1.8 0.8 -0.4 1.1

Eurozone 2.0 1.4 -0.4 0.2

Germany 4.0 3.1 0.9 0.9

Spain -0.3 0.4 -1.5 -1.3

Newly industrialised Asian economies 8.5 4.0 2.1 3.6

Emerging market and developing economies 7.4 6.2 5.3 5.6

Latin America and Caribbean 6.2 4.5 3.2 3.9

China 10.4 9.2 7.8 8.2

India 10.1 6.8 4.9 6.0

World trade volume (YoY %) 12.6 5.8 3.2 4.5

Imports

Advanced economies 11.4 4.4 1.7 3.3

Emerging market and developing economies 14.9 8.8 7.0 6.6

Exports

Advanced economies 12.0 5.3 2.2 3.6

Emerging market and developing economies 13.7 6.5 4.0 5.7

Consumer prices (YoY %) 2010 2011 2012 2013

Advanced economies 1.5 2.7 1.9 1.6

US 1.6 3.1 2,0 1.8

Japan -0.7 -0.3 0.0 -0.2

UK 3.3 4.5 2.7 1.9

Eurozone 1.6 2.7 2.3 1.6

Germany 1.2 2.5 2.2 1.9

Spain 2.0 3.1 2.4 2,4

Newly industrialised Asian economies 2.4 3.4 2.3 2.2

Emerging market and developing economies 6.1 7.2 6.1 5.8
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                    Actual  Projections

2010 2011 2012

Unemployment (% of active population) (1)

EU 9.7 9.7 9.7

Eurozone 10.1 10.1 10.1

Germany 7.1 5.9 5.5

Spain 20.1 21.7 25.1

UK 7.8 8.0 7.9

US 9.6 8.9 8.2

Japan 5.1 5.1 4.5

Current account balance (% of GDP) 2010 2011 2012 2013

Advanced economies 0.0 -0.2 -0.4 -0.3

US -3.0 -3.1 -3.1 -3.1

Japan 3.7 2.0 1.6 2.3

UK -2.5 -1.9 -3.3 -2.7

Eurozone 0.4 0.4 1.1 1.3

Germany 6.0 5.7 5.4 4.7

Spain -4.5 -3.5 -2.0 -0.1

Newly industrialised Asian economies 7.2 6.6 5.6 5.5

Budget deficit (% of GDP) 2010 2011 2012 2013

Advanced economies -9.0 -7.8 -7.2 -6.1

US -11.2 -10.1 -8.7 -7.3

Japan -9.4 -9.8 -10.0 -9.1

UK -9.9 -8.5 -8.2 -7.3

Eurozone -6.2 -4.1 -3.3 -2.6

Germany -4.1 -0.8 -0.4 -0.4

Spain -9.4 -8.9 -7.0 -5.9

Gross govt. debt (% of GDP) 2010 2011 2012 2013

US 98.6 102.9 107.2 111.7

Japan 215.3 229.6 236.6 245.0

UK 75.0 81.8 88.7 93.3

Eurozone 85.4 88.0 93.6 94.9

Germany 82.4 80.6 83.0 81.5

Spain 61.3 69.1 85.0 91.3

(1) European Commission Autumn forecasts. 

Listing of Bionaturis on MAB 
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Listing of Carbures on MAB Listing of Ibercom on MAB 

Widespread economic contraction

Overall, activity in the global equities markets continued 
to be marked by lingering and widespread financial and 
economic instability: trading volumes fell and there 
were few IPOs. The first half of the year was shaped by 
doubts about the survival of the euro; this gave way in 
the second half to widespread downward revisions to 
growth prospects in precisely the regions that appeared 
best positioned to spearhead renewed growth: the US, 
Germany, and emerging markets, with China at the fore.

The austerity measures imposed to address public 
finance imbalances in key developed economies such 
as the UK, France and Spain, among others, not only 
fell short of the mark in terms of fully dispelling sover-
eign debt jitters, but undermined consumption and 
investment in these regions and, by extension, in the 
economies with the closest ties to them. The IMF has 
recognised in its latest economic outlook report that 
the budget cuts are having a greater impact on overall 
economic activity than its models, extrapolating past 
performance, were predicting. This is happening against 
the backdrop of all but depleted scope for stimulus 
measures via conventional monetary policy, with bench-
mark rates at very close to zero in the US and Europe. It is 
true, however, that both the Federal Reserve and the ECB 
are taking quantitative measures designed to dissipate 
liquidity concerns and ‘normalise’ international flows of 
capital, credit and investment.
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Spain: high unemployment clouds forecasting

With 2013 recently rung in, the Spanish economy 
continues to digest – slowly – the excesses of the past, 
punctuated by flighty decisions and skimpy transpar-
ency when it came to revealing the real state of the 
financial system. The headline economic figures and the 
unemployment scourge do not invite optimism near 
term. However, there are a few green shoots which may 
not be fully priced in: ‘we can’t see the forest for the trees’, 
or at least a nice part of the forest, we might say.

Analysing the current state of the Spanish economy 
reveals actual and projected contraction in spending 
and investment in 2012 and 2013. Significant contraction 
in the latter instance. Contractions driven by increased 
unemployment and public benefit and service cuts, 
which are undermining disposable household income 
and company profits in what has become a vicious 
circle. Asset deflation (physical and financial assets) and 
the widespread contraction in credit constitute another 
two factors that are shaping this deep crisis: the govern-
ment’s call to trust that the reforms being rolled out will 
pay off longer term is coming up against the reality on 
the ground and the harsh economic environment.

The Spanish economy is gaining competitiveness in a recessionary 
environment that compromises compliance with short and medi-
um-term deficit targets. Towards the end of 2012, the debt markets 
began to give off more positive signals regarding Spain, which would 
appear to remain intact year-to-date.

Commitment to Latin America, the 14th Latibex Forum 
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A glimmer of hope

The analysts are pinning their hopes for Spain’s gross 
domestic product on foreign trade. The increase in unem-
ployment and wage freezes are driving unit labour costs 
down (substantially below those of the eurozone core 
nations) and fostering swift productivity and competitive 
gains. These circumstances are evident in the growth in 
export volumes (faster than growth in major emerging 
economies such as China), to which most of the listed 
Spanish companies are testament. The tourism industry 
is also faring relatively well and is managing to offset the 
sharp drop in spending in the local tourism segment. 
Meanwhile imports are falling sharply. As a result, GDP 
is contracting, but by less than it would be without the 
export buffer. Thanks to this, the current account deficit 
has narrowed from close to 10% of GDP three years ago to 
an estimated 2% in 2012. Some analysts are forecasting a 
slight surplus in 2013.

The risks of missing the deficit targets

The prospect of job creation is being continually 
pushed back and unemployment is not expected to dip 
below 25% in the next couple of years.

This stark reality is what undermines the credibility of 
the budget and economic forecasts presented by the 
government last October: are the revenue projections 
overly optimistic despite the dramatic reduction in 
actual and projected spending? This question is hard to 
answer as it depends on highly subjective forecasting 
and assumptions. With the help of bank restructuring, 
which at last looks to be being taken sufficiently seri-
ously, and some support from the ECB and European 
Commission bigwigs in terms of helping Spain to over-
come this economic debacle, it seems as if the debt 
markets are beginning to bet on an improvement in 
conditions over the medium term. The sovereign risk 
premium has deflated substantially since summer 2012 
and share prices turned bullish as volatility began to 
subside tangibly in the final weeks of last year.

With or without help from Europe, it is unlikely that 
Spain’s deficit will come in at 6.3% of GDP as targeted 
because the ramifications of the austerity measures on 
economic activity are proving more significant than 
initially estimated, and not just in Spain. Inevitably, 
the process of cleaning up the public finances and the 
financial sector, coupled with gradual deleveraging in 
the corporate sector, will translate into modest growth 
in government debt to around 90-92% of GDP in 2013.

Spain is faced with a harsh correction and formidable 
financing deficit which must lead to step change in 
how the Spanish economy is organised and operated, 
meaning both the productive and services segments 
(particularly financial services). One of the opportu-
nities along this path is the chance to reduce Spanish 
companies’ excessive reliance on bank debt. Against 
this backdrop, the securities markets can offer alter-
natives for building a new regime for financing flows 
underpinned by security, liquidity and, ultimately, 
lower risk for businesses and job stability.  
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Spain - macroeconomic scenario 2012-2013
YoY change (%). unless otherwise stated    

2012 2013

IMF  
(October 2012)

European 
Commission 

(autumn 2012)

Spanish 
government 

budget

Consensus  
forecasts.  

Spanish analysts  
(23 October 12)(1)

IMF  
(October 2012)

European 
Commission 

(autumn 2012)

Spanish 
government 

budget

Consensus fore-
casts. Spanish 

analysts 
(23 October 12)(1)

Macroeconomic figures

GDP -1.5 -1.4 -1.5 -1.6 -1.3 -1.4 -0.5 -1.5

Household consumption -2.2 -1.9 -1.5 -2.0 -2.4 -2.1 -1.4 -2.2

Public consumption -4.1 -4.9 -4.8 -4.8 -5.4 -7.2 -8.2 -6.9

GFCF -8.9 -9.0 -9.9 -8.8 -4.1 -5.6 -2.1 -5.9

Capital goods -6.8 -6.6 -7.5 -3.6 -3.5 -3.9

Construction -11.0 -11.5 -4.8 -7.4

Internal demand -4.0 -4.0 -4.0 -4.0 -3.3 -3.8 -2.1 -3.8

Exports 2.4 2.1 1.6 2.3 3.5 4.2 6.0 4.1

Imports -5.7 -6.3 -6.7 -5.8 -2.8 -3.2 -1.5 -3.3

Trade balance (contrib. to GDP) 2.4 2.5  1.9 2.3  

Other indicators

Employment -4.4 -4.5 -3.7 -3.9 -0.1 -2.7 -0.2 -2.6

Unemployment (% active workforce) 24.9 25.1 24.6 24.7 25.1 26.6 24.3 26.1

Unit labour costs -2.5 -2.7 -3.5 0.6 -2.5 0.1 0.8 0.5

Household savings rate (% of GDI)  8.7   8.1  

Balance of payments (% of GDP) -2.0 -2.4 -1.9 -1.8 -0.1 -0.5 0.1 -0.1

Financing capacity or shortfall (% of GDP)  -1.9 -1.4 -3.5  0.0 0.6 -1.9

Govt. deficit (% of GDP) -7.0 -8.0 -6.3 -6.9 -5.7 -6.0 -4.5 -5.1

Gross public debt (% of GDP) 85.0 86.1 85.3  91.3 92.7 90.5  

(1) Source: FUNCAS

Opening of 14th Latibex Forum 
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Specific aspects of Spain’s economic outlook 

From an equities standpoint, three factors dictated 
share price performance for Spanish stocks in 2012: (i) 
questions regarding how long it will take to shake off 
the recession; (ii) financial sector restructuring in Spain; 
and (iii) the ECB’s decision to play a more active role in 
championing the euro, and, more broadly, far-reaching 
initiatives to strengthen EU integration (ESF, banking 
union, etc.). The net result of these opposing forces 
was a modest reduction in the sovereign risk premium, 
which peaked at just over 600 basis points in July 2012 
and is currently trading at 330-360bp.

On the first point, there is no consensus as to how long 
it will take to overcome the crisis or address the public 
deficit, with the government and third-party analysts 
significantly divided on these matters (as are Spanish 
versus international analysts). At the time of writing, 
there is consensus that the Spanish economy will have 
contracted by around -1.5% in 2012; however, for 2013, 
the government’s numbers point to a contraction 
of -0.5%, whereas external analysts put this figure at 
around -1.5%. This gap is by no means anecdotal as the 
two scenarios imply hugely different tax revenue perfor-
mances; and without additional spending cuts and/or 
tax hikes, the fate of the deficit would also be up in the 
air. These initial estimation discrepancies in respect of 
2012 (deficit: 7.3% vs. 8%) widen over the projection 
period (4.5% vs. 5%-6% in 2013 and 2.8% vs. 6% in 2014).  

Assuming that, regardless of which scenario materi-
alises, unemployment will stay at around 25%, these 
differences of opinion do nothing to shed light on one 
of the unknowns that will be heavily influenced by the 
outcome of the bank restructuring process and the effec-
tive willingness of the ECB and Spain’s European partners 
to make concerted progress on establishing the author-
ities and mechanisms needed to combat the extraordi-
narily discriminatory financing conditions being borne 
by certain countries such as Spain, which are out of sync 
with the true spirit behind the European Union.

The recapitalisation and restructuring of the 
Spanish bank sector: stress tests and a helping 
hand from Europe 

In 2012 the Spanish banking sector found itself at the 
centre of the financial storm engulfing the eurozone. The 
sovereign debt–banking crisis death spiral was evident in 
all its glory in Spain, which was forced to ask the European 
Union for financial support in order to recapitalise and 
restructure some of its banks in light of the uncertainty 
generated in the public debt markets by the weakness of 
some of the already-nationalised banks and their massive 
capital shortfalls. 

Following on from the financial system reforms initi-
ated in 2008, in February 2012 the Spanish government 
passed legislation that once again hiked the banks’ provi-
sioning requirements in respect of their exposure to real 
estate assets. However, once again, these measures were 
not sufficient to shake off the misgivings. In a definitive 
attempt to clean up the Spanish banking system, the 
Spanish finance and monetary authorities decided to 
undertake a transparency exercise that was unprece-
dented in Europe, subjecting the Spanish banks to stress 
tests performed by independent consultants (Oliver 
Wyman and Roland Berger), the purpose of which was to 
test the sector’s resilience in the event of highly adverse 
economic scenarios and to reveal the capital shortfall 
under these hypothetical scenarios. In parallel, on 25 June 

2012, the Spanish government asked the European Union 
for financial assistance in restructuring and recapitalising 
its banks. In July, the Eurogroup agreed to lend Spain up to 
€100 billion, conditional upon compliance with a Memo-
randum of Understanding (MoU) replete with 32 stipula-
tions which implied an overhaul of the more vulnerable 
segments of the Spanish financial system. The aid granted 
turned out to be more than sufficient to cover the capital 
shortfall detected in the stress tests, which revealed a hole 
of less than €60 billion for 14 entities representing 90% of 
the Spanish financial system under the adverse scenario 
(€26 billion under the base case scenario), without 
factoring in mergers, tax shields or asset sales which 
would eventually reduce this figure to €53 billion.
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Significant progress was made on recapitalising and 
writing off non-performing loans in the Spanish banking 
system in 2012. The banks’ real estate asset provisioning 
requirements were stepped up significantly and capital 
requirements were established on a bank-by-bank basis. 
The overall capital shortfall detected was close to €60 
billion. To fund the recapitalisation effort, the Spanish 
and European authorities signed a Memorandum of 
Understanding for a loan of up to €100 billion to be acti-
vated as Spain deemed fit. This step has yet to be taken, 
apparently pending the outcome of various initiatives 
being taken to attempt to enhance the capital structures 
of the financial institutions affected: asset sales, private 
fund-raising, asset transfers to the bad bank (“SAREB”), 
etc. Once these steps have been finalised, the Spanish 
authorities will be in a position to quantify exactly how 
much of the facility to draw down. This amount will also 
impact the public deficit forecasts. So far, the first tranche 
of aid for the four entities in greatest need has been 
approved: these banks received €37 billion in December 
2012.

At the end of November, the European Commission 
announced its approval of the plans for restructuring/
resolving the four entities majority-controlled by the 
FROB: BFA/Bankia, NCG Banco, Catalunya Banc and Banco 
de Valencia. This marked delivery of one of the key mile-
stones of the MoU, enabling these four Group 1 entities 
to receive almost €40 billion from the European Stability 
Mechanism (ESM) to cover their capital requirements 
over the course of December; this amount was ultimately 
reduced by a number of items, including loss-sharing by 
holders of hybrid instruments such as preference shares 
and subordinated debt. The SAREB, or bad bank, was 
effectively set up in December and the problem assets 
of the four Group 1 entities were transferred to the entity 
with effect from 31 December 2012.

Inkemia listed on the MAB market 
 

The development last year that had the biggest calming 
effect on financial market tensions and sovereign risk 
spreads was the ECB’s decision to take a more proac-
tive role in defending the euro, championing Europe’s 
common ambitions and stabilising financing conditions 
across the eurozone. When Mario Draghi announced 
publicly, towards the end of July, the ECB’s commit-
ment to do “whatever it takes” to preserve the euro, and, 
shortly thereafter, plans to establish a new and unlimited 
bond-buying programme under certain terms, he largely 
dissipated fears of a euro break-up. The subsequent 
creation of the European Stability Mechanism has since 
corroborated this pledge and underpinned the euro-
zone partners’ commitment to reinforcing the European 
project, with the European Commission proposing legis-
lation for the creation of a single regional banking super-
visor in September.

Help from Europe

The MoU signed by the Spanish government and the 
European Union classified the Spanish banks into four 
groups as a function of the capital shortfalls revealed by 
the stress tests: entities not requiring additional capital 
(Group 0); entities requiring recapitalisation that had 
already been nationalised with the FROB, the fund for 
orderly bank restructuring, holding majority interests 
(Group 1); entities whose capital shortfall was deemed 
to require additional state aid (Group 2); and entities 
requiring recapitalisation but considered to have the 
means to do so without the help of the state (Group 
3). Under the terms of the MoU, Group 1 entities would 
receive the first tranche of European aid, followed by 
Group 2 entities. In the case of Group 3 entities, the FROB 
will purchase mandatorily convertible bonds (Cocos) as 
required, although banks with relatively small capital 
requirements were given until June 2013 to raise private 
capital and thereby prevent state involvement.

On 31 August 2012, the government enshrined certain 
of its commitments under the MoU in legislation that 
established a new framework for restructuring and 
resolving banks, which can now be liquidated by means 
of business sales, the transfer of assets to a bridge bank 
or the transfer of assets to the newly-incorporated 
SAREB, popularly known as the bad bank. 

The financial aid of up to €100 billion and the roughly 
€84 billion increase in provisioning requirements in 
respect of impaired assets as a result of two pieces of 
legislation passed in 2012 are significant milestones on 
the road to solving the Spanish banking system’s prob-
lems, as was vouched for by the Spanish equity and 
sovereign debt markets, which posted stronger perfor-
mances throughout the second half of 2012. 
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Progress on European securities market 
regulations

The international financial instability lingering since the 
crisis broke out has triggered a raft of new regulations 
that are changing the financial market playing rules. 
With a view to mitigating the ramifications of the crisis 
and addressing system shortcomings, a huge number of 
regulations, sponsored by various international forums 
(G20, EU), have been passed in the last five years.     

One thing made abundantly clear by this crisis is its 
global nature and the need for the various international 
financial institutions to come up with multilateral solu-
tions. However, the reality has strayed from this ideal, as 
most of the regulatory initiatives adopted by the EU to 
offset the crisis have been heterogeneous, with some 
contradicting individual initiatives pursued by member 
states and the approach being taken in the US.

In addition to the profusion of regulations, the crisis 
has sparked considerably more stringent obligations 
and requirements on the part of the banks, with the 
attendant danger that these entities will be lured into 
shadow banking, as the Financial Stability Board (FSB) 
has warned.

Since the crisis erupted, the European Union has been 
immersed in a far-reaching overhaul of its financial regu-
lations. The goals of the standards adopted since then, 
and those in the works, can be grouped into three catego-
ries: (i) reinforced transparency, with a view to restoring 
market confidence; (ii) reinforced bank solvency, in order 
to ensure their ability to withstand new episodes of 
stress; and (iii) investor protection, investors being the 
weakest party in the contractual relationship. In these 
matters, within the financial market arena, the equity 
markets have proven over the past five years to uphold 
strict transparency and investor protection standards. 

•	 Reform	of	the	Prospectus	Directive.	By means of Regula-
tion (EU) 486/2012, amending the Prospectus Directive 
as regards the format and the content of the prospectus, 
the base prospectus, the summary and the final terms 
and as regards the disclosure requirements, and Regu-
lation (EU) 862/2012, amending the Directive as regards 
information on the consent to use of the prospectus, 
information on underlying indexes and the requirement 
for a report prepared by independent accountants or 
auditors. These Regulations took effect on 1 July and 22 
September 2012, respectively.

•	 Legislative	 proposal	 for	 bank	 recovery	 and	 resolution		 
dated 6 June 2012. The proposal contemplates new 
crisis management measures to avoid future bank 
bailouts.

•	 Proposal	 for	 a	 Regulation	 on	 packaged	 retail	 invest-
ment products of 3 July 2012. The goal of this legis-
lation is to enhance retail investor protection. The 
proposal introduces a new Key Information Document 
(KID) for investment products which must include 
specific information regarding the key characteris-
tics of the investment product in question, including 
the risks and costs associated with the investment, 
enabling retail investors to compare and contrast 
products. Preparation of KIDs will be mandatory for 
packaged investment products, which are products 
whose returns depend on the performance of one 
or more benchmark assets or securities other than 
interest rates. The proposal specifically singles out 
investment funds, insurance policies with investment 
components, structured products and derivative 
instruments.

 The idea is to restore investor confidence in the finan-
cial system by addressing the system shortcomings 
highlighted by the crisis.

Key EU proposals and enacted regulations

The key regulatory initiatives affecting the securities 
markets set in motion by the EU in 2012 include the 
following:

•	 Regulation	on	short	selling.		 On 14 March 2012, the EU 
approved Regulation 236/2012 on short selling and 
certain aspects of credit default swaps. The Regulation 
took effect on 1 November 2012.

•	 Regulation	 on	 OTC	 derivatives. With a view to 
making over-the-counter (OTC) derivatives markets 
more transparent and secure, on 4 July 2012, the EU 
approved Regulation 648/2012 on OTC derivatives, 
central counterparties and trade repositories, widely 
known as EMIR. This Regulation took effect on 1 
January 2013.

Key aspects of this legislative reform include the reduc-
tion of counterparty credit risk by forcing counterparties 
to clear through central counterparties (CCPs); pan-Eu-
ropean harmonisation of the organisational, business 
conduct, and prudential requirements to which CCPs 
are bound; and the requirement to report OTC derivative 
trades to the trade repositories, which information will 
be accessible by national supervisors.

•	 Proposal	 to	 amend	 the	 Directive	 on	 undertakings	
in collective investment in transferable securities, 
known as UCITS IV,  of 3 July 2012. The amendment 
would reinforce the role of the UCIT depositaries by 
regulating their tasks and liabilities and introduce a 
common approach to how core breaches of the UCITS 
legal framework are sanctioned. The idea behind the 
new sanction regime is to restore investor confidence 
in the financial markets and enhance their functioning.

•	 Progress	on	the	proposal	for	a	Directive	on	access	to	
the activity of credit institutions and the prudential 
supervision of credit institutions and investment 
firms, known as CRD IV. On 15 May 2012, the EU 
reached an agreement on the legislative proposals 
regarding capital requirements (CDR IV), with a view 
to transposing the Basel III agreement reached in the 
G20 into EU law.
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Outstanding reform initiatives initiated in 2011

Lastly, on account of their significance, we highlight 
three outstanding reform initiatives initiated in 2011, 
specifically the review of the Markets in Financial Instru-
ments Directive (MiFID), the Market Abuse Directive and 
the Transparency Directive.

In October 2011, the European Commission presented 
a proposal to review the MiFID Directive, through a new 
Directive called MiFID II, along with a Regulation (MiFIR). 
The MiFIR Regulation, which will be directly applicable 
in all member states once effective, responds to the 
strategic requirement to achieve more efficient, resil-
ient and transparent financial markets and to enhance 
investor protection. 

On 20 October 2011, the Commission presented its 
proposal for reforming the regulatory framework laid 
down in the so-called Market Abuse Directive. The 
review encompasses infringements involving misuse 
of inside information and price manipulation. As with 
the MiFID review, the reform thrust has materialised in 
two legislative texts: a proposal for a Regulation and a 
supplementing Directive establishing criminal sanctions 
for insider dealing and market manipulation.

The third major legislative review underway affects the 
Transparency Directive, for which the European Commis-
sion submitted its proposal to the European Parliament 
on 25 October 2011. The goal is to enhance the wording 
so that the information disclosed becomes clearer and 
more effective, duly guaranteeing greater investor 
protection and establishing appropriate disclosure 
requirements for listed SMEs.
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