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In	the	Know:	Professionals	at	Franklin	Templeton	Investments	offer	a	quick	but	insightful
update	on	a	pressing	investment	topic.

Today,	Templeton	Global	Equity	Group’s	Norm	Boersma	discusses	the	European

Commission’s	newly	unveiled	proposals	for	Capital	Markets	Union.

The	core	idea	of	a	capital	markets	union	in	Europe	is	to	strengthen	the	financial	system

across	the	European	Union	(EU)	by	integrating	regional	capital	markets	to	create	robust

and	diverse	financing	options	that	more	efficiently	match	supply	of	and	demand	for

credit.	Proponents	hope	to	achieve	this	by	removing	barriers	to	cross-border	investment	to

create	a	single	market	for	capital	for	all	28	EU	member	states.	They	believe	this	should

lower	costs	of	funding	within	the	EU.

http://europa.eu/rapid/press-release_IP-15-3800_en.htm


A	consultation	process	is	underway,	which	is	based	on	proposals	unveiled	in	February	by

the	European	Commissioner	for	Financial	Services	Jonathan	Hill.	Lord	Hill’s	policy	is

designed	to	complement	Europe’s	banking	union	and	enhance	the	strength	and	flexibility

of	the	broader	regional	financial	system.	The	consultation	period	closes	on	May	13,	2015,

and	an	Action	Plan	reflecting	the	feedback	is	due	to	be	published	in	the	third	quarter	of

2015.	It	is	important	to	note	that	these	types	of	structural	reforms	take	time.	While	it

warrants	discussion	now,	at	the	moment	of	its	formal	introduction	to	policymakers,	this	is

not	something	that	will	be	carried	out	overnight.	We	expect	to	see	some	initial	progress	in

key	areas	in	the	short	term,	though	we	are	cognizant	that	it	will	likely	be	years	before	a

capital	markets	union	could	be	fully	implemented	in	the	EU.

European	policymakers	realize	that	reforms	are	needed	to	improve	access	to	credit	in	the

eurozone,	particularly	for	small-	and	medium-sized	enterprises.	Smaller	businesses	are

overly	reliant	on	banks	for	access	to	capital,	which	impedes	credit	growth	and	economic

activity	when	banking	systems	retrench	or	deleverage,	as	they	have	in	Europe	over	the

last	several	years.	Europe	has	also	taken	note	of	the	US	financial	system’s	relatively	swift

recovery	from	the	brink	of	disaster	and	concluded	that	deeper,	more	liquid	and	diverse

capital	markets	can	act	as	a	source	of	stability	and	support.

We	believe	the	initiative	should	help	improve	liquidity	and	expand	investment	options.	In

Europe,	banks	provide	about	70%	of	external	financing	for	corporations,	with	the

remainder	coming	from	securities	markets.	In	the	United	States,	it’s	the	other	way	around:

the	bulk	of	corporate	financing	is	market-based.	As	a	result,	financial	markets	are	far	more

dynamic	in	the	United	States,	providing	companies	access	to	more	efficiently-priced	credit

and	savers	with	more	ways	of	investing	their	capital.

As	investors	in	European	banks,	we	do	like	the	captured	pool	of	credit	that	they

control.	However,	thinking	more	holistically,	we	realize	that	Europe’s	overreliance	on	banks

is	inhibitive	to	the	growth	and	development	of	the	corporate	sector	in	the	region.	We	are



generally	supportive	of	any	“pro-European”	measures	that	help	improve	systemic

integration	across	the	monetary	union.

We	believe	investors	should	ultimately	benefit	from	the	enhanced	liquidity	and	stability

that	a	capital	markets	union	in	Europe	is	likely	to	provide.	The	US	financial	system	has

been	very	good	at	segmenting	the	market	so	that	the	appropriate	type	of	investor	is

matched	with	the	needs	of	the	borrower.	Venture	capital	and	private	equity	are	both	robust

industries	in	the	United	States	that	offer	competitive	financing	in	parts	of	the	market	that

are	not	as	efficiently	serviced	by	banks.

Asset-backed	securities	can	also	help	improve	the	provision	of	credit	by	taking	loans	off	of

banks’	balance	sheets,	freeing	them	up	to	lend	more.	There	are	risks	to	all	this,	of	course,

as	the	global	financial	crisis	made	clear;	but	when	done	judiciously,	in	a	well-regulated

financial	system,	we	believe	such	market-based	credit	solutions	can	help	encourage

growth	and	stability.	We	expect	that	Europe,	which	remains	a	major	focus	in	our	equity

portfolios,	is	likely	to	ultimately	benefit	from	these	initiatives.

Norm	Boersma’s	comments,	opinions	and	analyses	are	personal	views	and	are	intended	to
be	for	informational	purposes	and	general	interest	only	and	should	not	be	construed	as
individual	investment	advice	or	a	recommendation	or	solicitation	to	buy,	sell	or	hold	any
security	or	to	adopt	any	investment	strategy.	It	does	not	constitute	legal	or	tax	advice.	The
information	provided	in	this	material	is	rendered	as	at	publication	date	and	may	change
without	notice,	and	it	is	not	intended	as	a	complete	analysis	of	every	material	fact
regarding	any	country,	region,	market	or	investment.

This	information	is	intended	for	US	residents	only.

To	get	insights	from	Franklin	Templeton	delivered	to	your	inbox,	subscribe	to	the	Beyond

Bulls	&	Bears	blog.

For	timely	investing	tidbits,	follow	us	on	Twitter	@FTI_US	and	on	LinkedIn.

https://pages.e.frk.com/bbb-blog-sub/
http://twitter.com/FTI_US
http://www.linkedin.com/company/3676?trk=tyah


Posted	in	Equity,	Perspectives Tagged	active	vs.	passive	investing,	Europe	Capital	Markets	Union,

European	market	outlook.	ECB	QE,	global	mutual	funds,	global	portfolio	diversification,	investing

in	europe,	mutual	funds	in	europe,	norm	boersma,	templeton	global	equity	group

All	investments	involve	risks,	including	possible	loss	of	principal.	Special	risks	are

associated	with	foreign	investing,	including	currency	fluctuations,	economic	instability	and

political	developments.	Stock	prices	fluctuate,	sometimes	rapidly	and	dramatically,	due	to

factors	affecting	individual	companies,	particular	industries	or	sectors,	or	general	market

conditions.

Links	can	take	you	to	third-party	sites/media	with	information	and	services	not	reviewed	or

endorsed	by	us.	We	urge	you	to	review	the	privacy,	security,	terms	of	use	and	other

policies	of	each	site	you	visit,	as	we	have	no	control	over	and	assume	no	responsibility	or

liability	for	them.

CFA®	and	Chartered	Financial	Analyst®	are	trademarks	owned	by	CFA	Institute.

Important	Legal	Information
	

You	can	check	the	background	of	your	investment	professional	on	FINRA’s	 .

Links	can	take	you	to	third	party	sites/media,	directly	or	through	new	browser	windows.	We
urge	you	to	review	the	privacy,	security,	terms	of	use,	and	other	policies	of	each	site	you	visit.
You	use	any	third-party	site,	software,	and	materials	at	your	own	risk.	Franklin	Templeton	does
not	control,	adopt,	endorse	or	accept	responsibility	for	content,	tools,	products,	or	services
(including	any	software,	links,	advertising,	opinions	or	comments)	available	on	or	through	third
party	sites	or	software.

Franklin	Templeton	welcomes	your	feedback	on	this	blog.	To	keep	the	conversation	respectful
and	focused,	please	follow	our	current	Commenting	Guidelines.	We	review	comments	and
reserve	the	right	to	block	any	comment	or	commenter,	including	those	that	we	may	deem
inappropriate	or	offensive.	We	may	block	any	comment	or	commenter	whose	posts	include
investment	testimonials,	advice,	or	recommendations,	or	advertisements	for	products	or
services,	or	other	promotional	content.

Questions	or	comments	about	your	Franklin	Templeton	account	or	customer-service	issues?
Please	contact	us	directly	but	never	include	account	or	personal	financial	information	in	your
comments.

http://blog-dev-2.fti-projects.com/category/equity-2/
http://blog-dev-2.fti-projects.com/category/perspectives/
http://blog-dev-2.fti-projects.com/tag/active-vs-passive-investing/
http://blog-dev-2.fti-projects.com/tag/europe-capital-markets-union/
http://blog-dev-2.fti-projects.com/tag/european-market-outlook-ecb-qe/
http://blog-dev-2.fti-projects.com/tag/global-mutual-funds/
http://blog-dev-2.fti-projects.com/tag/global-portfolio-diversification/
http://blog-dev-2.fti-projects.com/tag/investing-in-europe/
http://blog-dev-2.fti-projects.com/tag/mutual-funds-in-europe/
http://blog-dev-2.fti-projects.com/tag/norm-boersma/
http://blog-dev-2.fti-projects.com/tag/templeton-global-equity-group/
http://brokercheck.finra.org/
http://blog-dev-2.fti-projects.com/commenting/
https://www.franklintempleton.com/retail/app/navigation/views/sec_landingPage.jsf?title=contactus


The	comments,	opinions	and	analyses	are	the	personal	views	expressed	by	the	investment
manager	and	are	intended	to	be	for	informational	purposes	and	general	interest	only	and
should	not	be	construed	as	individual	investment	advice	or	a	recommendation	or	solicitation
to	buy,	sell	or	hold	any	security	or	to	adopt	any	investment	strategy.	It	does	not	constitute
legal	or	tax	advice.	The	information	provided	in	this	material	is	rendered	as	at	publication	date
and	may	change	without	notice	and	it	is	not	intended	as	a	complete	analysis	of	every	material
fact	regarding	any	country,	region,	market	or	investment.

Investors	should	carefully	consider	a	fund’s	investment	goals,	risks,	charges	and	expenses
before	investing.	To	obtain	a	summary	prospectus	and/or	prospectus,	which	contains	this	and
other	information,	talk	to	your	financial	advisor,	call	us	at	(800)	DIAL	BEN/342-5236	or	visit
franklintempleton.com.	Please	carefully	read	a	prospectus	before	you	invest	or	send	money.

Data	from	third	party	sources	may	have	been	used	in	the	preparation	of	this	material	and
Franklin	Templeton	Investments	(“FTI”)	has	not	independently	verified,	validated	or	audited
such	data.	FTI	accepts	no	liability	whatsoever	for	any	loss	arising	from	use	of	this	information
and	reliance	upon	the	comments,	opinions	and	analyses	in	the	material	is	at	the	sole
discretion	of	the	user.

http://blog-dev-2.fti-projects.com/2015/03/31/know-europes-capital-markets-union/#
http://blog-dev-2.fti-projects.com/2015/03/31/know-europes-capital-markets-union/#

