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Dear Sir,?=,iadam. 

TS; ietter ~~~iifti:ctes11ie iespoil$e of the services of the Etitt_t?c~~Cijmmisjicn to the 
call for comllients inade 'cty the U.S. Sec~~ritiesancl Exchange f cxmrssion {"SEC") in 
relation zo arnend Rcle 15s-is of the Z'S Securities Exchaxlge Act nf 1934 ("Exchange 
izct") w-hich _~rovidesco~:dlti~naiexemptions from registration under Section iS(b) of 
t.Ie Exc1;ailge A i i  f o ~fc~lcigli:-jjr~ker-dealelsthat induce or at;enipt to induce the piuchase 
ur 5aie of a;l> secciity b~ycertdii~US ifistitutio~alicvestors, if the i'ureign broker-deaizr 
satisEes cer;zn soadirdons. 

The obsena7;iins in :his letter reflecl coi~sultatioilswit11 the 27 Meinber States of the 
Erlropean GnicSn as well as a number of associations representing European broker-
deaier s 211dEULopeat I Excliai'ge~ 

The sei-vices of tile Euritpean Co~ilmission~ e l c o m sthe proynsal to reform R~ile15a-6 
We tl~inkthis is an imporrant step towards granting enlarged access for US illvestors to 
Errropean and other foreign broker-dealers' services tvhile at the saze  time maintaining a 
high levcl of investor protection, We are convinced rhat rile progosed rules tki i l  benefit 
both TJS imes:ors and the financial industry at both sides of the Atla~~ticand beyond. A 
widzr group of qualified US investors will profit from better inh~~nnt io l land rcseasch 
providec d~rectlvby European broker-dealers that are specialized in this field. This will 
coniribme to btttzr investment decisions, better allocation of capital and overall higher 
~ t tunls021 inces~n~e~l t .The efficiellcy of the services provided by foreign broker-dealers 
to US ill~'estorsshould increase and, correspondinyfy. the costs of transactions should 
fall, inter dia, because the "chaperone" requirement, perceived by Inany as burdensome 
al~dunnecessary. uiill be reduced in scope. 
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Wi:il regam to the substance of the ?roposal, tke sei-;;ies of the Europea~Co~nmlsslcn 
arc very s ~ ~ p p o r t i ~ eof t t s  e:.;tcnsion of the catego? of 2 S inve.;tr\rc t l~atforeign 3rckef 
ciealers can provide rescarcil to a~ ldsolicit trades from to all in-cestors ihai mcei the 
"q~~iz!iE;,rdi x z s t ~ r "ciefinitior,, %The-eas the cursent ese-t:rtion in rule :5a-6 of the 
Esshnnge Act is available maid: to major L,S instirtrl:~la1 investors i~~rrichhave nlore 
ti la:^ LUO million USD in asse:r under nlanagemen:. the proposaI foresees the extcmon af 
the cate.gov t.vh:ch could profit froln the exempt103 to all "qua!iEed investors" *nii-~Eiing 
an] corporation. ;r.~npany. partnership or nctwai persons that oms and inres: on a 
discretiunasy basis nor less than 225 millinxi 'i*SD in investmeiifa. We share yccr t iew that 
illcreased access to inibrn~ationa b m  fzreign securities wai-!:fits due ro adsancements in 
coln~nulzirstionrecix~ologplsas slgnific~ntlyea!argeci ths group of ci.ia;ifed ir~vestors 
ttE_i. ale ssphisticated and c:;pcrien:ed enough to ?Srejs the quality an6 reliability (of 
hrcigri broker-dealers. 

We further welcorn~r!ti;r undel Esenlption (A) i1) ih; foreign broker-dealer can condl~~;  
all aspects of the rranssctiun i~iclildingtlie cizsi,>dy r3f fimds and i;ru:~ties. It 1s also 
itlzportar,l tnm this approach would a1io-r:. the intemediating US ~egisteredbrokcr-dealer 
to qlaintnin haol,s and records with the f ~ r e i g ; ~braker-dealer {pro- idcd that copies fiftl~;ls 
books and re to~dscan be proinpd? frr~n~shedto the SEC) la accordance with :L-is Iotzl 
r p l & t o ~ yroys;iroments to irhisii tilr t'iireigli bioker-dealer IS se~bject.This is a tositive 
de~:clopn~entas it ~villreduce costs of reporting which t;i i!i brnefit U.S. im es;ors. 

Yot\vithstanding our ;l.ver~!I pasitive view of :he propn~al,we ix-odd appreciate 
clarification \xth rCgdFC ro the concept of "foreigri bt~siness".Acc i~ rd in~lo the proposal 
the more ad1 a i ~ s t JEuemptioa: (A) (1) is aa111ki.e only to foreign braker-dealers that 
conducz a "fcreigr, business". Foreign brokzl*-dzalzrsshall cond~c ta fore19 business if at 
iensr 85Oij of r!le aggregate value of securties pi_i:c5ased or sold 3y the foreign brolier-
dcalcr i : ~i%ansaztictr.swith U.S, Investors rx7ssderived fro111 t r a ~ l r a c ~ i ~ n sin foreigr, 
secrrrities 

We have cnmt- doubis whet;?er the calibration of he ''%reign ~ t ~ s i n e s stest" iin:iri:ig th? 
business er' %reign hro2;e.r dealers in US szc~rriiicsto 15 '!/a or below is ecollcmsaliy 
r a t i o ~ ~ l .In the explanatory mernoranduln it is stared ~133-indh~tryrrepresen?;ibivss slarla; 
that t i~~derthe cursent fiamewark kreigr koker-ccslers do only a small pt'lbentd2e u' 
business in U.S. securities (less tzcn IrJ Yb) asd :hat :;,?ahave no indication f!at f3reih~3 
broker-dealers would seek to use an cxpa~!dsd exc~np:~clnto mcrease their b~sinzssir; 
U.S. sectrifies. If ?his is so. i ~ h ytvou;J it be :Izcessny to f~mifthe husincss of f~lrig*: 
kroher dealers II-. L;S sec-xities s t  dl?Fron~our concu!tation t\ith inclustry repi~qentaiitc? 
~e haw some indlcario3s that the rhrernold of 15 9'0 catlld be problematic in terrns of 
practical applicatioij. tt"z t'iirtlier think. tha; the enhanced disclosure requireme~ltsd e r  
Exelliption (-4)( 1 )  are stifficirni te protect against regulatosy arbitrage 

We think that the defi~litiollof uhat constitutes "foreign securities" refcwmg to RaIr X i 5  
of the Secmities act of 1933 and containing subjecti\ie elements seeins to 3e overail rotl 
:o~:ipiicated and costly for the foreign broker-dealers to monitor. In this r e g ~ dt ie nti~iId 
:?cornage the SCC to check whether an casler and more etide~ittest wotlid ?e ar-allc*b:r 

White the ELiropesrGo~nrnisslonsemlcss a e  pleased that the SEC is mo~ lenz lngRu!r 
i 5a-6 of2eiiilg ir~>tantbr~ ic f i~sto l J C  i nveq i~~sand fbrcign broker-deaiers, we - r ~ o ~ i ; istdl 
like to rrt~pl~asized?at rhe proposed refow1 silortid be seen as a cornpletulen:ary step to o x  



ongoln; cornlBsn efforts to set up a mutaal rccsgnrtion fxmework be-trveez~:hs lTS and 
the kt an& should nether substitute liol delay rktse eZfor.:s. 

In om mutual r:cognirinn, based on comparab~ii~-assessments. could prov~desome 
impoflant ad11 antages ii-;el- eirnytin11 t egimes Differe.-itlg f~;lo:li mar?? exemption regirrit.3 
which fc,lloiv u hiandardized gl%-~.,balapproach mutual recognltion agreements prov~defor 
compareblditp assessments betnzc~;a limited nuillber of jur~sdictiors comparable 
standards. As a consequence, [he openicg of the respective markets to firms covered by 
the other regulatory systein cntisir'e~edto ??etq11ir/ale11tinay go fslrther ~ 1 1 3 ~rile opening 
follnt~inga globally apl3licable exen1pti:e ~trlief,-Also. the s c q e  of rintls ~21:ch profit 
frsm ~nutucirecitgni:ion agrzzinents may be a g t r  than ti-os? cixeied by a settoral 
erzrllplive relie?. In ad2l~in1-:o bmker-dealers thcz are cc>errd by the cunent SEC 
proposal we Scirevs lr sRctr*ld be co~~s~deredto cstend the s aps  of a fi~turemutual 
recognition frametiork ro o1r:t.r finalcia: institutions like secuitieb ruch~ngos. 

w e  are open to discuss or explaiii thzse views PdrtFier i f j o g  Jrsm necessaly 

Contact: Michael Flidi'ici~,E-mai!: ~iic~el.F:~~lr~chi@ec.~ur~~pg.g~,Tel: +32-2-29 84849 




