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Welcome to the Weekly Report from Brussels, prepared by the City of London Corporation 

Brussels Office. 

 

This week includes: 

• European Parliament debates state of play of Brexit negotiations 

• European Commission publishes opinion on the expansion of ECB powers in 

relation to clearing systems 

• In other news 

• Upcoming City of London events 

• Upcoming EU Institutions events and consultations 

More information about the work of the City of London Corporation Brussels Office can be 

found here. 

 

 

European Parliament debates state of play of Brexit negotiations 

On 3 October, the European Parliament held a plenary debate to discuss the state of play of 

the European Commission’s Brexit negotiations with the UK. MEPs were presented with, and 

invited to vote on, the adoption of the Parliament’s Brexit Steering Group’s Resolution. 

 

Background 

 

Back in April MEPs adopted a resolution setting out its main conditions for approval of the UK's 



withdrawal agreement. It set our criteria for addressing the following issues in the ultimate 

exit agreement: 

• Any future agreement between the UK and the EU should not contain participation in 

the Single Market on a sector-by-sector basis, singling out financial services.  

• The legal status of EU citizens now residing in the UK (and vice-versa), as well as 

other provisions concerning their rights. 

• The settlement of financial obligations between the UK and the EU, as audited by the 

EU Court of Auditors.  

• Border issues between the UK and the EU, relating to Northern Ireland. 

• Clarifying the commitments made by the UK whilst a Member State of the EU in 

international treaties. 

• Providing legal certainty for businesses with cross-border operations. 

• The designation of the Court of Justice of the European Union as the competent 

authority for the interpretation and enforcement of the withdrawal agreement. 

Latest Developments 

The resolution, which was adopted by 557 votes to 92 with 29 abstentions, states that the 

EU27 Member States should postpone their assessment of the Brexit negotiations, scheduled 

for 20 October, as ‘sufficient progress’ has not been made on the three key aims of citizens’ 

rights, settlement of the UK’s financial obligations and ensuring the Northern Ireland peace 

process is not jeopardised. 

 

The Prime Minister’s Florence speech and clarifications contained therein were welcomed. 

MEPs, however, further expect specific proposals to: 

• safeguard the full set of rights that 4.5 million EU and UK citizens currently enjoy; 

• honour the UK’s financial obligations to the EU in full; and 

• ensure the resolution of the Republic of Ireland/Northern Ireland border issue is in 

full compliance with the Good Friday Agreement. 

An additional condition the Parliament determined must be met before phase one negotiations 

can be completed is that there must be a guarantee that EU law will be respected until the 

UK’s official withdrawal from the EU. MEPs concurred that in order for negotiations to advance 

sufficiently for talks to move into phase two following the upcoming EU27 summit, there would 

have to be a “major breakthrough”. 



Much of the discussion centred on the need for clarity from the UK government, with President 

of the European Parliament Antonio Tajani MEP (EPP, Italy) stating that Prime Minister May 

must “convert goodwill into the concrete plans needed to truly take negotiations forward”. 

This sentiment was echoed by Estonia’s Deputy Minister for EU Affairs, Matti Massikas, who 

encouraged the UK government present position papers during negotiations reflecting Theresa 

May’s more “constructive spirit”. He also urged UK negotiators to provide more clarity on 

possible transitional arrangements. Roberto Gualtieri MEP (S&D, Italy) reiterated this point 

and made known his scepticism about the potential for ‘sufficient progress’ to be made by the 

time EU Heads of State meet on 20 October.  

The Parliament’s Brexit coordinator, Guy Verhofstadt MEP (ALDE, Belgium), focussed on 

citizens rights questioning “why are we still discussing this?”, and advocated that both EU27 

and UK citizens retain their current rights post-Brexit. On this point, leader of the Greens/EFA, 

Philippe Lamberts MEP (Belgium), made clear that it would be citizens who would be worse 

off in the case of a ‘no deal’ scenario at the end of the Article 50 process. 

European Commission publishes opinion on the expansion of ECB 

powers in relation to clearing systems 

On 3 October the European Commission published an opinion on the European Central Bank’s 

(ECB) recommendation to amend Article 22 of the Statute of the European System of Central 

Banks (ESCB) and the ECB. 

Background 

 

The ECB has pushed for an expansion of its regulatory powers in the field of clearing systems 

for many years, with various – as yet unsuccessful – attempts to implement a location policy 

for the clearing of euro-denominated financial instruments. In March 2015, following a legal 

battle with the UK on this issue, the EU General Court ruled that the ECB “does not have the 

competence necessary to regulate the activity of securities clearing systems” thus thwarting 

attempts, at that time, to extend the scope of the ECB’s regulatory powers under Article 22. 

 

Following the outcome of the UK referendum on EU membership, the clearing of euro-

denominated financial instruments – particularly that which currently takes place in London – 

has become a point of contention in the wider Brexit debate on financial services. It should 

not be forgotten however, that the ECB’s recommendation comes at a time when the EU is 

also seeking to strengthen the mandate of European Supervisory Authorities (ESAs), 

particularly as regards the authorisation and recognition of third-country central 

counterparties (CCPs). 

 



 

On 23 June, the ECB came forward with a new recommendation to amend Article 22 of its 

Statute. In its current form, Article 22 focuses its regulatory powers, in the field of clearing, 

on payment systems within a clearing stage, but not the entire system. Expanding the scope 

of Article 22, as the ECB recommended on 23 June, would provide regulatory oversight of the 

full clearing system for financial instruments (e.g. euro-denominated derivatives) and extend 

the reach of its powers to impinge upon market infrastructures such as CCPs. The revised 

Article 22 would read as follows: 

“The ECB and national central banks may provide facilities, and the ECB may make 

regulations, to ensure efficient and sound clearing and payment systems, and clearing systems 

for financial instruments, within the Union and with other countries.” 

 

Latest Developments 

This week, the Commission voiced its support for the ECB’s recommendation, drawing 

attention to the necessity for such an expansion of regulatory powers given the growth of 

clearing activities in the EU following the financial crisis, and the resultant level of 

interconnectedness across Member States in this area. The Commission’s opinion also alludes 

to the risk posed by high concentration of said activities within certain market infrastructures, 

and highlights the potential financial stability risk posed by certain CCPs, particularly those 

located in the UK. 

 

The opinion states that Brexit poses “an additional significant challenge” to the EU because 

the requirements of existing OTC derivatives, central counterparties and trade repositories 

regulation will no longer be applicable to UK-based CCPs. In addition to this, the amount of 

financial instruments denominated in EU currencies which are cleared in third-countries will 

substantially increase. 

 

On this point, the Commission has also drawn attention to its proposal which recommends 

that central banks of issue be able to impose additional requirements on systemically 

important third-country CCPs (Tier 2 CCPs) with consideration given to central bank monetary 

policy. This, of course, goes beyond simple oversight of the activities of CCPs, and advocates 

that EU central banks be able to regulate the activities of certain market infrastructures that 

exist outside of their jurisdiction, an issue which is currently subject to fierce political debate. 

 

Next steps 

Once adopted, the Commission’s opinion will go to the European Parliament and the Council 

for consideration in parallel with other files relating to aforementioned proposed amendments 

to the European Market Infrastructure Regulation (EMIR). 

 

 



 

In other news 

• The European Parliament approved the establishment of a European Public 

Prosecutor’s Office on 5 October 2017.   

o The EPPO will be in charge of investigating, prosecuting and bringing to justice 

those committing offences against the EU budget, such as financial fraud. 

o The Council will now be asked to formally adopt he regulation on the EPPO. 

o It is expected that the EPPO can begin its work between 2020 and 2021. 

o Further information 

• The Committee on Legal Affairs approved by 17 votes to one, with five abstentions 

to approve measures to protect whistle-blowers acting in the public interest when 

disclosing the confidential information of companies and public bodies on 2 October 

2017.  

o The issue has been previously scrutinised by the ECON and PANA Committees. 

o Further information  

• The European Capital Markets Institute published a paper criticising the effects 

and implications of the CMU.  

o Further information 

• ESMA updates its MIFID II Q&As in respect of market structure and transparency 

issues.  

o Further information 

 

 

 

Upcoming City of London events 
 

City of London Corporation Annual Brussels Reception 

 

9 October: The City of London Corporation is hosting its Annual Brussels Reception at the 

Concert Noble from 18.30-21.00. Speeches will be given by Catherine McGuiness, the City of 

London’s Policy Chairman, and Karl Cox, Chairman of AmChamEU. 

 

To register for this event, please contact: info@cityofficebrussels.be   

 

 

Upcoming EU Institutions events and consultations 
 

13 October: Deadline for responses to ESMA consultation on guidelines on certain aspects 

of the MiFID II suitability requirements 

27 October: Deadline for responses to EIOPA consultation on regular information requests 

towards NCAs regarding provision of occupational pensions information 



 

 

3 November: Deadline for responses to EBA consultation on draft Guidelines on reporting 

requirements on statistical data on fraud under the revised Payment Services Directive (PSD2) 

6 November: Deadline for responses to EBA Discussion Paper on its approach to financial 

technology (FinTech) 

30 November: Deadline for ESMA consultation on Guidelines detailing the obligations which 

apply to non-significant benchmarks under the Benchmarks Regulation (BMR)  

 

 

 

City of London Research 
  

The City of London produces regular research on EU Financial Services which can be 

accessed here.  
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