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ABSTRACT 

This report, prepared by a Reflection Group coordinated by the Institute for European 
Policymaking at Bocconi University, proposes a two -pronged initiative to improve the 
functioning of European  capital markets. Priority is given to  proposals aimed at improving 
the flow of savings to young innovative enterprises, acting in six areas: new personal 
saving instruments; new defined -contribution retirement instruments; a new world -class 
EU IPO platfor m; removing cross -border obstacles to custodian services; promoting 
innovation -friendly securitisation; and enhancing the role of the EIB Group.  
As a second step, the report sets out a set of principles that should guide the design of a 
28th regime for companies and securities markets, the creation of an EU -wide market 
supervisor, and new EU -wide online informational and financial education platforms.  
The goal of this report is to contribute to the successful launch of a Savings and 
Investmen t Union . 



 

 

 

 

RECOMMENDED CITATION 

European capital markets continue to struggle in channelling  sufficient funding to 
innovative, high -growth firms, limiting EuropeɄs productivity and growth potential. 
To address this issue, the report outlines a pragmatic strategy to support the 
development of the forthcoming Savings and Investment Union (SIU). It argues 
that actionable, consensus -building measures must come before broader 
institutional reforms and proposes six concrete initiatives to improve the flow of 
savings toward young enterprises. The goal is to unblock investment, enhance 
market functioning,  and create the foundations for future reforms in EU capital -
market governance and financial education . 
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EXECUTIVE SUMMARY 
This report, prepared by a Reflection Group convened by the Institute for 
European Policymak ing at Bocconi University  comprising representatives from a 
broad range of financial institutions and other experts, proposes a two -pronged 
strategy to improve the functioning of European capital markets . Its aim is to 
contribute to the plans being develop ed by the European Commission to launch 
a Savings and Investment Union (SIU).  

The report builds on two premises . First, past efforts to launch a Capital Markets 
Union (CMU) have not reached the desired results partly because they combined 
broadly agreeable  concrete steps  to enhance market efficiency and ambitious 
wide -ranging institutional reforms  which, no matter what their rationale might 
have been, could not gather sufficient consensus. This report builds on the 
pragmatic assumption that  these two elemen ts must be separated: feasible 
actions to achieve concrete results must come first . A second premise is that 
today, more than when CMU was originally conceived, the overriding priority is to 
unblock the financing of innovative  European enterprises with hig h growth and 
productivity potential . The rest of the design is more easily implemented gradually 
at a later time.  

Accordingly, the report puts forth six proposals  aimed at improving the flow of 
savings to young innovative enterprises.  

1. Introducing new indiv idual savings instruments  incentivi sing risk capital 
investment by individuals with tax advantages, simple investor -friendly 
schemes and flexible choice of legal jurisdiction;  

2. Introducing new defined -contribution voluntary retirement instruments for 
indivi duals and employers with tax and regulatory advantages, portability and 
dynamic risk profiles;  

3. Launching  a new euro -wide IPO instrument  offering scale -up companies the 
full range of pre - and post -IPO services, broad access to EU savings pools and 
the best available post -trading services;  

4. Removing cross -border obstacles to securities custodians  with generali sed use 
of T2S, free access to post-trading locations and mobility and interoperability 
among post -trading platforms;  

5. Setting-up an innovation -friendly securiti sation environment  by means of a 
more market -friendly regulatory treatment and a new private market -making 
structure, with EIB -EIF support;  

6. Enhancing the EIB GroupɄs role by facilitating its access to EU savings pools and  
by having it act as a strategic anchor investor in support of the new 
securiti sation platform.  
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The six proposals are meant to complement each other and would be most 
effective if implemented in combination. However, they would also benefit if 
enacted partially, in a few countries only and involving a group of large wide -
reaching financial instituti ons.  

In the second part, the report sketches  the contours of broader reforms to 
complete the design of EU capital markets , which could also be implemented in 
steps. 

In particular, it lists principles that should guide the design of a 28th optional legal 
regime for companies and securities markets  and the further gradual transition 
of supervisory responsibilities to  an EU-wide market supervisor . Finally, the report 
suggests ways to enhance the EU online informational and financial education 
platforms . 

While this report was readied for publication, the EU Commission published a 
comprehensive legislative proposal aimed at enhancing market integration as 
part of its Savings and Investments Union program. An outline of these proposals 
and a comparison with those  made here are contained in Section  2 of this report.  
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Pragmatism is a method  
for settling disputes that otherwise  

might be interminable  
ɀ WILLIAM JAMES, 1907 ɀ 

 

 

Only the young can run  
ɀ TAYLOR SWIFT, 2020 ɀ 
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Creating an efficient and competitive capital market modelled on the US has long 
been a goal of EU policymakers. Recently, the way in which that ambition is 
presented ȿ its rationale, urgency , and the strategies to pursue it ȿ has changed. 
The year 2020 was a watershed. In the midst of the Covid pandemic, the EU 
launched Next Generation EU (NGEU), a programme of investments and reforms 
to prepare the continent for multiple challenges: not only the next health crisis, 
but also the digital gap , climate change, productivity decline, energy dependency, 
and more. Events after that ȿ RussiaɄs invasion of Ukraine (2022) and the return of 
Donald Trump to the White House (2025) ȿ only increased the scale of the 
challenge, adding a security crisis and the urgency for Europe to attain ɇstrategic 
autonomyɈ. 

NGEU, meant to last six years barring postponement, is financed entirely by public 
funds from the EU and member states. However, it has always been clear that 
EuropeɄs extensive and prolonged financing needs cannot be met without a 
robust contribution from the private sector. It is equally clear that the present EU 
financial structure, centred on small -sized banks (globally speaking), unfamiliar 
with innovative finance and constrained in their growth op portunities by 
protectionist member states and a half -baked banking union, is unable to provide 
that contribution. Once these facts were recognised, the so -called Capital Markets 
Union (CMU), a decade-old project intended to complete Economic and Monetary 
Union (EMU) by fostering greater ɇrisk sharingɈ among member countries, 
morphed from a ɇnice to haveɈ into an urgent necessity. 

As the goal became clearer, the proposed strategies grew more pragmatic. In the 
last couple of years, a few reports, most notabl y the one drafted by the group of 
experts coordinated by former ECB president and Italian prime minister Mario 
Draghi (2024), contributed reform proposals aimed at increasing the dynamism of 
EuropeɄs economy, in part by boosting the flow of finance to growth - and 
productivity -enhancing investments. Some of those contributions are 
summarised below. Unfortunately, implementation of the Draghi plan is 
dramatically lagging (Draghi, 2025). Meanwhile, the European Commission has 
launched a re -edition of the CMU p lan, renamed the Savings and Investment 
Union (SIU), in which capital market reform is combined with a renewed push to 
complete the banking union as part of a single, unitary design.  

This report , prepared by a Reflection Group convened in spring 2025 by Bo cconiɄs 
Institute for European Policymaking (IEP), fits into this evolution and pushes 
further in the same direction. The Group, which includes representatives from 
banks, asset managers, pension funds, insurance and exchange platforms, 
alongside independe nt experts and some authorities in an observer role (see the 
list of participants at the end of this report), worked on the basis of two premises.  

The first is that recommendations should be limited to actions which, though 
ambitious, remain within the rea lm of ɇfeasible stepsɈ, that is, initiatives that do 
not require major institutional changes (such as EU Treaty amendments) or 
unanimous support from all member states. The second premise is that proposals 
should focus primarily on facilitating an efficien t flow of finance to the EU 
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ɇinnovative sectorɈ: producers of goods and services characterised by high 
innovation in their production processes and high productivity. The title of the 
report (ɇFeasible Steps to Finance Innovation in EuropeɈ) reflects these two 
concepts. A pragmatic and targeted approach may help overcome the stalemate 
that has held back capital market reform for more than a decade . 

This approach has several consequences that distinguish our contribution from 
others, including the aforementi oned reports .  

Our focus on the ɇinnovative sectorɈ, as opposed to the economy as a whole, 
implies that the boundary and characteristics of this sector must be defined. 
Surprisingly, given the prominence of innovation in much recent literature, such 
a defi nition is rarely made explicit. What qualifies a company as innovative? What 
characterises its performance? How do companies in this class finance 
themselves? In which economic sectors and geographical areas do they operate? 
How does their performance comp are with that of their peers? One section of this 
report addresses some of these questions using a detailed firm -level dataset . 

Our analysis of why the EU financial sector needs reform is kept to a minimum; 
after many diagnoses, we view this as well -trodde n ground. To save the reader 
time, we move quickly to the proposals, providing background only where 
needed . 

We also refrain from discussing in detail ambitious proposals regarded as 
priorities by other contributions; for example, the idea that reforming E uropeɄs 
capital markets requires creating a euro -denominated ɇsafe assetɈ (advocated by 
the Draghi Report), or that centralising market supervisory powers at ESMA, 
EuropeɄs agency that today just coordinates national market supervisors, is 
essential (Noyer  Report). To us, these reforms lie between the ɇnice to haveɈ and 
the ɇinescapable in the long runɈ, but are not directly necessary to improve access 
to finance for innovative firms in the shortest foreseeable timeframe. However, 
we do believe they matter indirectly , as we shall explain, and should follow in short 
sequence. The second part of the report outlines a set of principles in that regard . 

A final caveat is needed. We recognise that EuropeɄs lack of dynamism relative to 
the US and parts of Asia is not only the consequence of a lack of finance or of the 
inefficient way in which finance is provided. Recent analyses suggest that financial 
constraints, while a significant obstacle per se, are not the most important obstacle  
to investment and growth (see,  for example, CEPS, 2025). Accordingly, the Draghi 
Report devotes most of its pages to non -financial factors underlying EuropeɄs 
competitiveness gap. To our knowledge, no estimate exists that breaks down 
EuropeɄs competitiveness gap into financial and non-financial components. The 
Reflection Group believes that the reasons why EU innovative companies struggle 
to prosper relative to their US or Asian competitors lie more in the broader 
regulatory and business environment than in the structure of capital mark ets. 
Capital markets assign a lower valuation to EU innovation because regulatory 
barriers and inefficiencies tout court  limit the chance of success. These barriers 
include burdensome taxation, an inefficient judiciary, obstacles to reaching 
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addressable ma rkets, and bureaucratic hurdles, all considerably higher in at least 
part of the EU than in more innovation -friendly jurisdictions. Addressing these 
issues is of paramount importance. On top of that, however, the Reflection Group 
considers that financial r oadblocks matter to a sufficient extent  to make the effort 
of removing them worthwhile .  

The report is structured as follows. Section 2 briefly traces the path of the CMU 
project over the last decade, showing how its intended purpose has evolved. This 
supp orts the argument that, from our current standpoint, it is efficient to begin 
with a limited set of reforms aimed specifically at unblocking finance for the 
innovative company sector, leaving the completion of the UnionɄs capital market 
architecture to a l ater stage . 

Section 3 uses a detailed firm -level dataset to characterise these companies, 
showing their features, the way they are currently financed, and the factors that 
prevent them from receiving finance to the extent and in the form they require . 

Section 4 lays the groundwork for the proposals that follow by identifying the 
roadblocks that hinder an adequate flow of financing to innovative enterprises, 
especially at the scale -up phase. It then outlines six specific proposals : 

1. introducing new person al saving instruments;  
2. introducing new retirement instruments;  
3. creating a new world -class EU IPO platform;  
4. removing obstacles to the cross -border provision of securities custodian 

services; 
5. promoting innovation -friendly securiti sation;  
6. enhancing the role of the EIB Group in VC and PE financing and securiti sation.  

Section 5 presents, with less detail, suggestions on how to address the ɇunfinished 
agendaɈ for a single EU capital market: introducing a new legal framework for 
companies and s ecurities markets in the form of a ɇ28th regimeɈ optionally 
available to security issuers and investors; gradually moving toward a single area -
wide market supervisor; and enhancing EU -wide online informational and 
financial education platforms.  

Section 6 concludes.  

Four annexes follow.  

Annexes 1 and 2 complement the evidence provided in Section 3 with 
supplementary charts and tables on the structure and activity of EU innovative 
enterprises. Annex 3 summarises the results of a survey among the Reflection 
Group participants aimed at identifying the main issues in improving the financing 
of the EUɄs innovative sector and ways to address them. Annex 4 lists the 
composition of the Reflection Group . 
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CMU first appeared in the EUɄs policy space in 2014, as one of the objectives 
accompanying the launch of the Juncker presidency. In the then new Commission 
PresidentɄs programme, CMU appeared as an element within one of ten policy 
areas; almost an incidental aside, a minor detail among other challenges. Its 
rationale was phrased as follows: ɄOver time, I believe we should complement the 
new European rules for banks with a Capital Markets Union. To improve the financing 
of our economy, we should further develop and integrate capital markets. This would 
cut the cost of raising capital, notably for SMEs, and help reduce our very high 
dependence on bank funding. This would also increase the attractiveness of Europe as 
a place to investɅ (Juncker, 2014). 

At that time, three reasons justified optimism regarding a swift development of 
EU capital markets. The Union had recently completed the success ful launch of 
single banking supervision in the ECB. The inauguration of the Single Supervisory 
Mechanism (SSM) in that same year, with 19 sovereign nations agreeing to 
centralise banking supervision in the ECB, was an unprecedented success, 
seemingly crea ting conditions for further steps in the same direction. The 
European economy was slowly but steadily emerging from recession, with the ECB 
and its President, Mario Draghi, having gained much credibility and prestige for 
overcoming the euro debt crisis ȿ the famous ɇwhatever it takesɈ statement of July 
2012 marking the turning point. A capital market reform supported by the new 
Commission President and an ECB President endowed with such reputation 
looked eminently possible, almost easy. Last but not least, the Brexit referendum 
had not yet appeared on the horizon; the EU was still home to the largest and 
most efficient capital market in the world, the City of London. Support from the 
UK, with a UK national overseeing the agenda as Commissioner for financial 
markets, contributed credibility and trust to the CMU plan.  

The high point of optimism coincided with the publication of the Five PresidentsɄ 
Report (2015). In that document, CMU was enshrined in a four -pronged reform 
programme including the completion of the economic and monetary union, a 
fiscal union, and a political union, all to be completed by 2025. The rationale for 
CMU was cast in terms of ɃbroadeningɄ financial sources, complementing bank 
finance, and promoting Ƀrisk sharingɄ ȿ smoothing local shock s and making the 
euro area economy more resilient. For enhancing risk sharing, capital market 
integration was seen as a substitute for a centralised EU budget, under the implicit 
assumption that reforming financial market regulation would prove politically  
more manageable than shifting fiscal policy (including taxation) to EU level . 

With hindsight, the obstacles to CMU were underestimated. In the more stable 
post -crisis environment, especially after the successful clean -up and 
recapitalisation of the bankin g sector led by the SSM, a powerful incentive for 
further reforms was removed. Also underestimated was the fact that financial 
markets are inherently complex to reform because of the diversity of instruments, 
participants, and vested interests involved ȿ exchanges, investment firms, 
securities depositories, asset managers in several capacities ȿ each embedded in 
national frameworks and overseen by authorities often acting in support of local 
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interests. Capital market integration increasingly overlaps with h eavily protected 
national prerogatives such as taxation, and on practices deeply rooted in national 
traditions and cultures, such as bankruptcy laws . 

Ex post, one must acknowledge that in the five years between the Juncker initiative 
and the first Commissi on CMU Action Plan (2015), and between that plan and the 
first major shock after the financial crisis (the Covid pandemic in 2020, which 
coincided with the second edition of the Action Plan), little or no material progress 
was made in turning the project i nto reality, despite some initiatives being 
implemented. At the end of the second decade of this century, CMU was virtually 
stuck . 

The years 2020 (health crisis), 2022 (Russian invasion of Ukraine and ensuing 
security crisis) and 2024 (geopolitical reposit ioning after TrumpɄs re-election as US 
president) changed the perspective. A grand design, conceptually justified but with 
benefits difficult to measure in magnitude and timing, morphed into a pragmatic 
and urgent need over a well -defined horizon. Better -functioning capital markets are 
now seen as necessary to strengthen the economy so as to defend EuropeɄs 
sovereignty and self -sufficiency, both under threat. Attention now focuses more on 
the needs and objectives to be achieved, and less on high -level insti tutional 
architectures. This injection of pragmatism creates better conditions for concrete 
results . 

Among the reports that have recently contributed to this debate, four in particular 
deserve mention because of their more or less extensive  relation to the material 
covered in this paper. Short summaries are provided in Box 1. 
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Box 1 

ÏĵũĵĩƫĵįʏƛĵƘžƛƫƢʏįĵčũŕŴŉʏǌŕƫŐʏƫŐĵʏEàʂƢʏŕŴŴžǋčƫŕǋĵʏƢĵĩƫžƛʏčŴįʏňŕŴčŴĩŕčũʏƛĵňžƛŲ 
The Draghi (2024) Report, the most visible and comprehensive contribution, concentrates on the EU 
competitiveness gap from the ɇreal sideɈ. Its diagnosis traces the root causes of the EUɄs lack of economic 
dynamism to regulatory barriers, low R&D investmen t, fragmentation of EuropeɄs internal market for goods 
and services, high energy costs, taxation, and a shortage of skills, jointly leading to an Ƀinnovation deficitɄ ȿ 
inability to transform promising technological breakthroughs into commercially viable p ropositions. All this 
generates a lack of demand for innovation finance. While not a central causal factor, the finance side is not 
absent: Draghi recognises that the large individual savings available in the EU do not meet the demand for 
innovation invest ment due to structural impediments, including the dominance of bank intermediation, the 
absence of a common safe asset, fragmented capital markets, and the lack of a European central fiscal 
capacity. The recommendations are presented as ambitious end -point  objectives: centralise financial market 
supervision; harmonise taxation and insolvency laws; build more asset -based pension systems; apply less 
stringent prudential regulation to equity investment (by both banks and insurers); make more efficient and 
extensive use of the EU budget (including through support to EIB programmes); and, on the banking side, 
introduce a special legal regime to facilitate cross -border banking (details in Angeloni, 2024).  

The report by former Italian prime minister Enrico Letta (2 024) focuses on the Single Market, restating its 
benefits and examining how its structure needs completing and strengthening. While logically covering the 
financial dimension as well, it does not contain specific proposals in this regard. It does, however,  include the 
suggestion of introducing a 28 th regime for company law: ɇA European Code of Business Law would be a 
transformative step towards a more unified Single Market, providing businesses with a 28 th regime to operate 
within the Single MarketɈ (Letta, 2024, p. 108). 

By contrast, the report published in the same year under the coordination of former ECB Vice -President and 
Bank of France Governor Christian Noyer (2024) focuses entirely on reforming the financial sector. The 
real/financial split of drivin g factors is not addressed; instead, the report provides detailed evidence 
documenting the underdevelopment and fragmentation of EU capital markets at all levels ȿ trading, 
settlement, securities depository, and asset management. The policy recommendations  are grouped under 
four headings: introducing new equity -based saving and retirement instruments; reviving securitisation; 
centralising capital market supervision (transforming ESMA into an EU -wide integrated supervisor, on the SSM 
model); and reducing fra gmentation of post -trading, ultimately centralising the securities -depository function 
at EU level, possibly using blockchain techniques. The recommendations of the Draghi and Noyer reports are 
complementary, though their approaches and emphases differ con siderably.  

A recent Occasional Paper by the ECB (2025a), also focused on the financial sector, provides additional 
specifics. It first documents that over the last ten years objectives and priorities for capital market reform have 
shifted away from risk sharing, fina ncial stability, and integration, and more towards supporting 
competitiveness and economic growth. The ECB advocates a ɇpragmatic agendaɈ focused on a small number 
of initiatives with transformative potential. It recommends action in five main areas: intro ducing new and more 
long-term and risk -oriented individual saving instruments; integrating trading and post -trading architecture; 
upgrading the supervisory framework, with greater centralisation - in particular, reforming ESMAɄs governance 
as a preconditio n to expanding its responsibilities; relaunching securitisation through new rules and 
supervision; and enhancing firmsɄ access to equity capital by developing VC financing and listing. The list is 
accompanied by suggested actions, though the degree of deta il varies . 
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On 4 December 2025, while this report was being prepared for publication, the 
EU Commission issued a comprehensive package of legislative proposals titled the 
ɇMarket Integration PackageɈ (henceforth MIP), aimed at addressing several of the 
issues discussed in this report. According to the Commission, the objective of the 
MIP is ɇto eliminate barriers to integration in trading, post-trading, and asset 
management [ɍ] and to enable market participants to operate more seamlessly 
across Member States, thus reducing cost differences between domestic and 
cross-border transactionsɈ (EU Commission, 2025i). This initiative follows other 
proposals recently presented by the Commission  ȿ also under the Savings and 
Investment Union (SIU)  ȿ in areas such as securitisation (EU Commission, 2025b) 
and retirement savings (EU Commission, 2025h). The main proposals for the MIP 
are summari sed in Box 2 and Table 1.  

 

Box 2 

ÙŐĵʏEàʏ9žŲŲŕƢƢŕžŴʂƢʏ čƛŦĵƫʏdŴƫĵŉƛčƫŕžŴʏÅčĩŦčŉĵʏɭ dÅɮ 
The MIP is an extensive and complex package of legislative proposals covering five areas: trading; post -trading; 
asset management; supervision (the role and governance of ESMA); and technological innovat ion, in particular 
the rules governing the EU Pilot regime for the use of Distributed Ledger Technologies (DLTs) in financial 
markets.   

ɦ Trading.  The MIP foresees new harmonised rules for trading venues, eliminating duplications and divergent 
national requi rements. Larger cross -border operators would benefit from unifying supervision under ESMA, 
thereby removing multiple compliance processes and requirements. Groups active in several Member States 
would be able to manage their activities more efficiently wit hin the Union, supported by easier intra -group 
allocation of resources, a swift passporting process, and the creation of a new optional Pan -European Market 
Operator (PEMO) status, allowing trading platforms to streamline their corporate structures and lice nces 
into a single -entity format.  
ɦ Post-trading.  In this area, the MIP addresses fragmentation by introducing a CSD ɇhub and spokeɈ model:  

cross-border CSDs processing high volumes of settlements and qualifying as hubs would be required to 
establish links with one another. Spoke CSDs, in turn, would be required to connect to at least one hub. This 
structure would enhance interconnectedness among CSDs and facilitate access to all securities issued in EU 
CSDs. All EU CSDs would settle their transactions in T2 S. CSDs settling in any of the currencies supported by 
T2S would be required to connect to the platform and offer T2S settlement services to their participants. 
ESMAɄs supervisory responsibility would be extended to CSDs deemed ɇsignificantɈ by virtue of their volume 
and cross -border reach.  
ɦ Asset management.  The principal proposed change concerns the introduction of a new automatic 

passporting and mutual recognition system for asset managers. Both UCITS fund managers and alternative 
fund managers would gain  simplified access to multiple national markets. As part of the authorisation 
procedure, an applicant UCITS must inform its home competent authority of the Member States in which it 
intends to market its units. Likewise, AIFMs must, during the authorisatio n process, inform their home 
competent authorities of the EU AIFs they manage and the Member States in which they intend to market 
them to professional investors. Thereafter, free passporting would apply. Asset managers would no longer 
be bound to national  custodians but could appoint their depositories anywhere in the Union. ESMA would 
not supervise asset managers directly but would receive strengthened powers to coordinate the activities of 
national supervisors.  
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ɦ Supervision.  ESMAɄs responsibilities would be extended. It would become the direct supervisor of all market 
infrastructures and service providers considered significant for the EU economy or for financial stability, 
including major CCPs, CSDs and trading venues, as well as pan -European operators a nd trading venues such 
as PEMOs. ESMA would also acquire powers of authorisation and supervision over crypto -asset service 
providers (CASPs), as defined under MiCA. In addition, ESMA would supervise non -CASPS entities providing 
crypto -assets services (e.g. investment firms) if the provision of crypto -asset services becomes their main 
activityȿexcept if those entities are banks. To support this enhanced role, ESMAɄs governance would be 
revised: the Management Board would be replaced by a five -member Executiv e Board and competencies 
reallocated among the governing bodies. The Board of Supervisors will remain ESMAɄs main decision-making 
body for regulatory matters and supervisory convergence, while the Executive Board will focus on 
supervisory decisions and day -to -day management. The two bodies will operate under a system of checks 
and balances: the Board of Supervisors may object to certain key supervisory decisions through a non -
objection procedure, and the Executive Board members will sit on the Board of Supe rvisors, contributing 
their expertise and voting on supervisory -convergence issues.  
ɦ Innovation and DLTs.  The MIPɄs proposals regarding technological innovation concern DLTs. In particular, it 

is envisaged that the scale and scope of the DLT Pilot Regime, l aunched in 2023, be expanded, with increased 
flexibility and proportionality and with concerns about its long -term durability addressed. These 
amendments aim to ensure that financial institutions can test a variety of business models and technical 
solution s, while participants can scale their operations, thereby encouraging investment in DLT -based 
market infrastructures.  

Taken together, the MIP differs in several respects from the present report; nevertheless, several proposals 
point in the same direction. Table 1 provides, in summary form, our assessment of the main points of 
comparison. This assessment is necessarily preliminary, as the CommissionɄs package is complex and its 
examination requires more time than the preparation of this report allows.  

The most evident difference concerns the scope: the central objective of the MIP is the financial system as a 
whole, whereas the proposals in this report aim specifically at the innovative sector. Accordingly, the 
CommissionɄs market coverage is the financial market in its entirety ȿand possibly beyond, given that the 28 th  
regime announced for 2026 may involve insolvency law and other areas. This broader scope carries through 
to the specifics. The CommissionɄs approach envisages detailed amendments to the entire body of EU financial -
market legislation, whereas this report proposes few targeted modifications and limited reliance on legislative 
instruments. Moreover, the narrower and more clearly defined goal of this report facilitates the measurement 
and monitorin g of progress.  

Implementation of the Commission package will be lengthy, given the need for approval by the co -legislatorsȿ
the Council and the Parliament, acting by qualified majority ȿand the transitional period required before the 
new rules take full effe ct. We expect the lag between proposal and entry into force to be measured in years, 
not months. By contrast, the changes proposed in this report ȿsome of which could be implemented by a 
ɇcoalition of the willing,Ɉ as discussed laterȿcould move forward more  rapidly.  

As noted, the CommissionɄs proposals, which follow earlier initiatives this year on securitisation, retirement 
savings, and related matters, are complex. In our view, the likelihood that they may undergo changes during 
the approval process, and t hus be diluted or derailed, is significant. The process will involve national 
stakeholders, whose support will need to be secured, possibly through concessions. By contrast, the proposals 
in this report reflect discussions within a Reflection Group benefit ing from input from a (partial) sample of the 
EU financial sector.  



FEASIBLE STEPS TO FINANCE INNOVATION IN EUROPE 

 

23 

The two sets of proposals converge most clearly in the areas of supervision and regulatory reform. Both 
advocate a partial transfer of responsibilities to ESMA, together with targeted adju stments in the financial 
architecture. Neither calls for radical or abrupt changes to the supervisory framework. BocconiɄs report 
suggests complementing the existing regulatory structure with an optional 28 th regime for securities, 
companies and related fi elds. The Commission will propose a 28 th regime for companies operating across the 
single market and it stated that they may consider additional initiatives in these areas. While neither document 
specifies the details, this report offers, in its final sect ion, several guiding principles for the design of such a 
regime.  

 

Table 1: Summary comparison between the European CommissionɄs proposals in 
MIP and the Bocconi Report .

 Commission MIP proposals  Bocconi Report  

Focus goal Whole economy  Innovative sector; whole economy  
to be affected in the longer run  

Market coverage  Whole financial sector  Targeted segments relevant for the 
innovative sector  

Legislative 
instrument(s)  

Extensive revision of multiple Directives  
and Regulations (specified in detail)  

Light and targeted legislative requirements 
(not specified in detail)  

Approval 
requirement(s)  

EU-wide qualified majority voting  Coalition of the willing  

Implementation timing  Probably long: requires preliminary approval 
by co-legislators  

Potentially limited: depends mainly on the 
response of market participants  

Complexity  High Limited  

Risk of derailment and 
dilution  

High Medium  

Industry support  Uncertain (to be evaluated)  Tested in a limited way  

Supervisory 
framework  

Partial transfer of responsibilities to ESMA  Partial transfer of responsibilities to ESMA  

Regulatory framework  28th  regime legislation to be detailed in the 
future  

General guidelines for a 28 th  regime  

 
Source: Own elaboration.  

While taking stock of these important documents and sharing many of their 
conclusions, the Reflection Group preferred to focus on a limited set of pragmatic 
recommendations. Ac cordingly, the first and main goal of this report is to identify 
a few feasible actions that, undertaken in cooperation between policymakers and 
market participants, are implementable and stand a good chance of improving 
the financing conditions of the EU innovative sector .  

The innovative sector is a dynamic, rapidly evolving collection of firms that are 



2. TOWARD A NEW STRATEGY FOR EU CAPITAL MARKETS 

 24 

younger, more productive, and faster growing than the economyɄs average. 
Largely, though not exclusively located in the service sector, they concentrate 
primarily on technology, health, biotech, and energy, but also include various 
specialisations that use advanced technology in the production process. They 
range from age zero (start -ups) to middle age (scale -ups) to more mature stages. 
As they grow demogra phically, successful companies also grow in size, from near 
zero (early start -ups) to one or a few dozen employees and valuations in the 
millions of euros, up to several thousand employees and valuations of a billion 
euros (the so -called unicorns) and beyond (multicorns ). OECD (2025a) analyses 
distinguish start -ups from scale -ups, the latter having an average age of 
approximately three years and employing more than ten people, often ranging 
from fifty to several hundred. Before they reach that stage, firms are primarily 
financed by venture capital funds and other specialised investors. Beyond that 
level, they are, in principle, candidates for listing, a crucial and complex step that 
determines much of their long -term success as public companies . 

While placing most emphasis on financing innovation, the Reflection Group is of 
the view that such a limited focus would ultimately not be sufficient. The financial 
sector is an interconnected whole whose components are linked to one another 
and, once integrated  and well -functioning, contribute to the market -oriented 
mindset of all its participants, which benefits all compartments. In the longer run, 
completing the design is inescapable. After the detailed outline of the six 
proposals in Section 4, Section 5 exam ines how the financial sector may look once 
those actions are implemented and what additional reforms are needed . 
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3.A ɷ DEFINITIONS AND MEASUREMENT 

This section provides an overview of the ecosystem of innovative firms in the EU. 
The analysis is based on the firm -level dataset by Dealroom.co (2025), which 
includes detailed information on firmsɄ transactions, such as funding rounds, 
exits, acquisitions, and IPOs. Dealroom.co is a global provider of data and 
intelligence on start -ups and tech ecosystems, widely recognised in the industry, 
that utilises LLMs and data engineering to assemble one of the  most 
comprehensive databases of start -ups, growth companies, and ecosystems 
worldwide . 

In our analysis, an innovative firm is defined as any company whose source of 
funding includes ȿ or has included, even in a minority form ȿ venture capital (VC) 
investm ent. This definition covers firms of all sizes and across all primary capital 
sources, with the only requirement being that they were, at least temporarily 
during their lifespan, VC -backed. Venture capital remains an important source of 
financing for innov ative firms and is often associated with rapid firm growth, new 
business creation, and high productivity. We believe this definition well reflects 
the dynamics of innovative firms in the EU. We limit our focus to firms founded in 
or after 1999 (the introdu ction of the euro is taken as the reference horizon) and 
headquartered in a member state of the EU. Our sample includes a total of 64,536 
innovative firms. We categorise these firms primarily according to standard 
classifications, including firm size, age,  and type of funding received : 

ɦ Start -ups: Small, newly created companies designed to search for a repeatable 
and scalable business model. They often consist of high -risk and highly -
innovative businesses, relying on external funding ȿ e.g. angel investors, early 
venture capital. Their market valuation can range from a few thousands to a 
million dollars . 
ɦ Scale-ups: Companies with a solid, profitable, and scalable business model 

characterised by rapid growth. Typically, these companies register growing 
revenue s or headcount by more than 20% per year for several years. Their 
typical market valuation spans from one to a hundred million dollars .  
ɦ Unicorns : Companies founded since 1999 valued at $1 billion or more. These 

firms are often positioned as leaders in tec h-driven sectors . 

We also distinguish different phases in the venture capital financing cycle, and we 
cluster them into three main groups (see Figure 1): early venture capital, growth 
phase, IPOs/post -IPOs. 
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Figure 1: Grouping of the Innovative Firm Growth Phases and Financing Rounds.  

 

 
Source: AuthorɄs editing on Dealroom.coɄs financing rounds categorisation.  

3.B ɷ FINANCING CONSTRAINTS 

Innovative EU firms face constraints in financing and access to capital at all stages 
of growth (EIB 2024a; EIB 2025), and these constraints are more pronounced both 
relative to other firms and to those in other advanced economies, such as the 
United States. These limitations are particularly significant in the later stages of 
growth 1, where most highly innovative a nd productive companies are concentrated.  

These two phases are particularly important in a companyɄs successful 
development. As firms move from start -ups to scale -ups and eventually to IPOs, 
their financial challenges intensify. Growing companies typically  no longer rely on a 
single funding source but instead require a mix of financing (e.g. equity, debt and 
working capital, and alternative instruments). It is during this phase that strategic 
decisions about ownership arise ȿ whether to sell, go public, or remain private ȿ 
making robust exit options essential for sustaining early -stage investor appetite. For 
European firms, the hurdle is particularly steep: later -stage growth demands larger 
injections of capital while, from the investorɄs perspective, perceived risk remains 
high. At this point, scale -ups generally need to draw on a broader spectrum of 
financing, positioned between traditional venture capital and corporate or project 
finance, to cover both working capital needs and long -term investment 
require ments. As a result, these stages require larger volumes of capital that extend 
beyond traditional VC sources. However, the EU financial sector currently lacks the 
capacity to provide such a broad range of financing options, both qualitatively and 
quantitat ively. When comparing VC investment between the EU and the US across 
different firm growth phases, the EUɄs financing gap relative to the United States 
widens significantly: from just under 50% in the start -up phase, to 27% in the break -
out phase, and to l ess than 10% in the scale -up phase (see Figure 2) . 

                                                           
1 For a more detailed discussion on the topic, see EIB (2024a) and Böninghausen et al. (2025). 
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Figure 2: Comparison of VC investment by Growth Phase in 2024 ȿ EU vs. US. 

Source: Own elaboration on Dealroom.co (2025) data.  

As shown in Figure 3, gaps also remain in the depth of financial markets 
(measured by firmsɄ capitalisation), total VC investment, and the number of VC-
backed firms between the two regions. Globally, venture capital investment in the 
United States continue s to outpace that of the EU, reinforcing the persistent scale -
up gap. Market capitalisation is one of the main drivers. In 2024, US firms reached 
a combined market capitalisation of $25.3 trillion, compared with $2.2 trillion in 
the EU (8.7% of the US mark et size), with growth since 2017 accelerating more 
quickly in both relative and absolute terms. VC investment volumes mirror this 
imbalance: $192 billion in the US versus just $32 billion in the EU. While Europe 
supports more than 70,000 VC -backed start -ups, the average funding depth per 
company remains far below that seen overseas, where over 130,000 firms benefit 
from a much larger capital pool .  

Figure 3: Overall comparison of VC investment in 2024 ȿ EU vs. US.  

Source: Own elaboration on Dealroom.co (2 025) data.  

What emerges is not only a lack of funding for innovative companies in their early 
stages ȿ shown by the fact that VC investment in the EU in 2024 amounted to just 
16.7% of that in the US and that the total number of firms reached by such 
investment is roughly 46% lower in Europe ȿ but, more importantly, a structural 
shortfall in later -stage financing and high market valuations, which limits the 
ability of promising firms to scale globally. This helps explain why many EU -based 
late-stage fi rms look to develop in non -EU markets that offer larger volumes of 
risk capital. The EIB Investment Survey (EIB 2024b) points to the same issue: on 
average, 35% of EU firms interviewed reported dissatisfaction with the total 
amount of financing received. T he share is higher in peripheral countries, where 
the cost of (bank) financing is generally greater (see Figure 4a).   
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Figure 4a: Dissatisfaction with external finance received in the EU by country in 
2024. 

Figure 4b: Share of finance -constrained firms in the EU by country in 2024.  

 

Source: AuthorɄs elaboration on EIB (2024b) data. Note: Bars represent dissatisfaction values for year 2023 from 
the EIB Investment Survey 2024 wave. The blue dots with 95% confidence intervals represent the average 
dissatisfac tion and the average share of finance -constrained firms in the 2016 -2023 period from previous EIB 
Investment Survey data. All firms (excluding donɄt know/refused responses). For questions referring to the last 
financial year, the reference year is the prev ious calendar year.   
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Cost and qualitative features are not the only constraints. On average, around 7% 
of the firms interviewed reported being unable to access external finance at all. 
The share rises above 10% in some EU peripheral countries, where reques ts for 
external finance are, in many cases, rejected (see Figure 4b ).  

Heterogeneity arises not only across countries but, to some degree, also within 
the sample when comparing different firm sizes (see Figure 5). Most of the overall 
dissatisfaction with e xternal finance received is concentrated among SMEs and 
accounts for almost 40%, a share that has been rising compared with previous 
survey waves (Figure 5a). A similar pattern appears in the share of firms reporting 
financial constraints (Figure 5b), whic h is considerably higher and increasing 
among SMEs, while moving in the opposite direction for larger firms .   

Figure 5: EIB Investment Survey data on the financing status of EU firms in the 
2016-2024 survey waves by firm size.
Panel (a): Dissatisfaction with external finance 

received.  

Panel (b): Share of finance -constrained firms .

Source: AuthorɄs elaboration on EIB (2024b) data, European Investment Bank. Note: The EIB Investment Survey 
waves responses have been averaged over the 3 -year period over 2016 -2023. The observations available for 
the last wave (EIB, 2024b) have been reported with no time averaging. Error bars are representative of a 95% 
confidence interval across all observations from EU countries.  

Comparing survey responses between the EU and the US further highlights the 
impediments to investm ent financing that exist in EuropeɄs financial structure. 
Figure 6 shows the differences between the two regions with respect to long -term 
barriers to investment. At the top of the list, the availability of finance remains the 
main difference in long -term investment constraints between the EU and the US 
(a 16% gap), although this gap has narrowed compared with the previous EIB 
survey. A further discrepancy arises in the share of firms that consider the 
availability of finance a major obstacle to investment:  16% of European firms 
report this concern, compared with only 2% of US firms. This is followed by 
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uncertainty about the future (15% difference) and energy costs (13% difference).  

Figure 6: FirmsɄ Obstacles to Long-Term Investment EU vs. US in 2025.  

Source: AuthorɄs elaboration on EIB (2025) data. Note: Bars represent survey values for year 2024 from the EIB 
Investment Survey 2024 wave.  

3.C ɷ VENTURE CAPITAL SECTOR 

Venture capital investment in European firms remains limited and highly 
fragmented. In 2024,  the total reached roughly USD 32 billion, marking a decline 
from the previous year and less than half the peak of USD 66 billion recorded in 
2021. However, from a longer -term perspective, VC investment in the EU has 
grown rapidly since 2010: the flows obs erved in 2024 are more than twelve times 
those of 2010 and twice those of 2017 (see Figure 7) . 
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Figure 7: Venture Capital Investment Flows in the EU by Country (2010 -2024). 

Source: Own elaboration on Dealroom.co (2025) data. Blue bars represent total annua l VC investment in the EU.  

VC investment rose steadily until 2021, supported by abundant liquidity and low 
interest rates. On this basis, VC financing appears to display a high elasticity with 
respect to its cost (although systematic analyses are not available to our 
knowledge). After  the peak, there was a noticeable correction in 2022 ȿ2023, 
coinciding with rising interest rates and heightened economic and geopolitical 
uncertainty, which redirected capital flows toward safer assets. Public sector 
funding ȿ at both European and national  levels ȿ was another key driver behind 
the growth of venture capital financing during the early 2020s. Public resources 
helped establish numerous venture capital funds across the EU, including large 
contributions from the EIF. Public money often served as  an anchor to attract 
private investors and mobilise capital towards innovative firms . 

Venture capital flows are highly heterogeneous across countries and sectors (see 
Figures 1 and 2, Appendix). In recent years, larger allocations have gone to the 
energy,  transportation, and healthcare sectors 2, while flows to fintech and 
software technologies have declined. Germany and France lead the EU in 
investment volumes, although they lag significantly in VC -to -GDP terms compared 
with other advanced economies. In mo st EU countries, VC volumes relative to GDP 
rarely exceed 0.10% (see Figure 8). This is not the case for the UK (0.18%), Canada 
(0.20%), and the United States (0.53%), which are leaders in both investment 

                                                           
2 For the sector categori sation, we follow the taxonomy used by Dealroom.co. For further information on the 
industries and sub -industries, see glossary: https://knowledge.dealroom.co/knowledge/industries -and-sub-
industries?_ga=2.146542710.399711619.1756390901 -18084080 .1756113319 . 

https://knowledge.dealroom.co/knowledge/industries-and-sub-industries?_ga=2.146542710.399711619.1756390901-18084080.1756113319
https://knowledge.dealroom.co/knowledge/industries-and-sub-industries?_ga=2.146542710.399711619.1756390901-18084080.1756113319
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activity and the attractiveness of risky capital . 

Figure 8: Venture Capital Investment in Europe as % of GDP in 2024.  

 
Note: Own elaboration on OECD (2025c) data.   

3.D ɷ THE FIRM ECOSYSTEM 

Mirroring VC flows, the distribution of venture capital -backed firms across the EU 
is highly concentrated (see Figure  9). Germany and France are the only two 
countries with more than 10,000 innovative firms each, and they also host the 
highest numbers of unicorns in the EU ȿ 64 and 42 respectively, out of a total of 
2993 (see Figures 3 and 4, Appendix). These numbers are , however, modest when 
compared with those of the UK (175 unicorns) and the US (1,755). Germany and 
France also dominate in terms of aggregate valuation and employment, making 
them the primary centres of scale and the main European hubs  4. Figure 10 divides 
EU innovative firms into ɇlow-valuationɈ and ɇhigh-valuationɈ segments. Most of 
the leading innovative hubs in the EU are located in the largest countries, where 
firm density is highest, while the periphery is characterised by fewer and s maller 

                                                           
3 The total cumulative  counts are provided by Dealroom. co and refer to the time of writing (August 2025).  
4 For further details, see the EIF Report : https://engage.eif.org/the-vc-factor/eu-vc-ecosystem. 

https://engage.eif.org/the-vc-factor/eu-vc-ecosystem
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companies, with substantial disparities in total capitalisation (see Figure 5, 
Appendix). Together, Germany and France account for more than ə350 billion in 
total capitalisation and represent the largest hubs in terms of both company 
numbers and emp loyment, reflecting the capital - and labour -intensive nature of 
their innovative sectors . 

Based on this evidence, it is difficult to disentangle two interrelated phenomena: 
the lack of innovative enterprises, particularly in certain areas of the EU, and the 
insufficient financing (in both quality and quantity) available to them. From this 
point onward, and throughout the rest of the paper, we assume that both 
phenomena are present . 

Figure 9: Density Map of the Innovative Firm Ecosystem in the EU (1999 -2025).  

 
Source: Own elaboration on Dealroom.co (2025)  data. Note: Blue dots represent individual EU innovative firm. 
To represent geographical location, data on the specific longitude and latitude of the firmɄs HQ have been used. 
The orange shading shows th e total number of innovative firms per country -region (NUTS-3 level).  

Smaller hubs such as Sweden, the Netherlands, Ireland, and Finland exhibit 
relatively high valuations relative to their employment base, suggesting less 
labour -intensive  ecosystems capable of generating substantial firm value without 
proportionally large workforces. By contrast, most Central and Eastern European 
member states, as well as several southern economies, remain at the lower end 
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of the distribution, with valuati ons below ə10 billion and limited employment. 
Such evidence highlights persistent disparities within the EU venture landscape in 
both factor productivity and financial market development. Although a positive 
relationship between total valuation and employm ent can be observed, the high 
degree of dispersion points to significant heterogeneity. This further backs the 
thesis that EuropeɄs venture capital market and innovative firm ecosystem are not 
integrated but rather segmented into a small group of high -value hubs and a 
dispersed set of peripheral markets. High degree s of fragmentation are 
problematic, as much research shows that integrated and connected innovation 
clusters, particularly when combined with research facilities, foster productivity, 
growth, and  high -value employment . 

Figure 10: Cluster of EU Countries by Market Valuation, Employees and Number 
of Firms.  

Source: Own elaboration on Dealroom.co (2025) data . Note: Data on the total number of employees and firm 
valuation are referenced to the time of  the data extraction (July 2025). The size of the dots is proportional to 
the total number of innovative firms in each country.  

Heterogeneity also persists across the development phases of innovative firms. 
Table 2 presents  a clustering of all funding sta ges in our sample into three main 
groups, corresponding to the previously defined development phases: early 
phase, growth phase, and public/post -IPO. We also include two additional 
categories (ɇhybrid and debt instrumentsɈ and ɇotherɈ), which capture firms using 
financing types that cannot be attributed to a specific development phase, as well 
as funding stages that cannot be assigned to a single category because they span 
multiple points in a firmɄs financing lifecycle. Hybrid instruments refer to financing 
sources used across more than one development stage or only under specific 
conditions (e.g. long -term project financing), and therefore cannot be exclusively 
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allocated to any of the previously defined groups 5. Most firms in our sample fall 
into the early -phase category, and these companies require, on average, more 
than three years to develop and reach one of the initial funding stages in the first 
cluster. This stage is also characterised by generally younger firms 6, lower 
capitalisation, and fewer emplo yees. 

Table 2: Summary Statistics of the EU Innovative Firm Ecosystem ȿ Average Values 
1999-2024.

 Time to Funding - 
Last Round  

(years) 

Firm Age 
(years) 

Capitalisation  
(EUR Million) 

N. 
Employees 

N. Firms % Total 
Firms 

Early Phase 3.30 8.83 15.6 24.3 38910 60.3 

Growth Phase  7.92 13.5 138.0 116.0 8955 13.9 

Public and post -IPO 12.2 16.3 987.0 435.0 443 0.7 

Debt and Hybrid 
Instruments  

4.91 9.36 128.0 82.4 1398 2.2 

Other  1.52 9.96 18.7 23.2 14830 23 

Note: Own calculations from Dealroom.co (2025). Description: The table represents the average values of the 
main summary statistics of the dataset used in the chapter. ɇTime to fundingɈ has been computed as the 
number of years between the year of the firmɄs last funding round and the year the firm has been created. 
ɇFirm ageɈ is intended as the number of years since creation with respect to 2025.  

This aspect largely reflects the composition of European firms, which consist 
mostly of SMEsȿ the early -stage innovative  cluster represents more than 60% of 
the total sample. The table shows that the early stage is characterised by firms 
with an average age of almost nine years and an average time to funding of 3.3 
years, meaning that, on average, firms in this phase secure  one of the early 
funding stages within four years of their creation. These numbers tend to increase 
as the development stage and age progresses: firms in the public and post -IPO 
cluster have an average age of around 16 years and take roughly 12 years to r each 
the IPO phase. Compared with the US, the innovative cluster of European firms 
takes around two years longer than the standard representative US firm to reach 
this stage7, but considerably less time than other non -innovative European firms, 
whose avera ge time to IPO is 23.1 years (Böninghausen et al., 2025) .  

                                                           
5 The full list of funding stages used by Dealroom.co is available here : Early Phase: Angel; Early VC; Grant; Seed; 
Series A; Series B; Support Program; Media for Equity; ICO. Growth / Expansion: Series C; Series D; Series E; 
Series F; Series G; Series H; Late VC; Growth Equity VC; Growth Equity Non VC; Secondary; Buyout; Merger; 
Acquisition; Spinout; Corporate Spinout; Private Placement VC; Private Placement Non VC. Public / Post -IPO: 
IPO; SPAC IPO; Post IPO Equity; Post IPO Debt; Post IPO Convertible; Post IPO Secondary. Debt / Hybrid 
Instruments: Debt; Convertible; Lending Capital; Project, Real Estate, Infrastructure Finance.  Other / Special 
Situations: any other round not listed above and NAs.  
6 The firmɄs specific age is computed  considering the year of foundation until the year of data extraction (2025).  
7 We have no information on the average time to IPO for highly innovat ive firms in the US. The statement is 
based on the ECBɄs analysis of a large sample of firms in the US that does not define ɇinnovative firmsɈ in the 
same way we do in the report.  
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It is also notable that, in the EU, only a very small share of firms analysed  ȿ just 
0.7% ȿ manage to reach the final development stage while retaining their 
headquarters in the EU. Most innovative transactions occur at the lower end of 
the distribution. The limited number of firms advancing to later development 
phases represents a  setback for start -ups, as it reduces opportunities to scale and 
reflects the absence of a sufficiently vibrant ecosystem and supportive financial 
structure. Nevertheless, firms in the final development stages are the primary 
drivers of capitalisation dyna mics in the EU. Unicorns alone account for more than 
50% of the total capitalisation value of innovative firms (see Figure 5, Appendix).   

Similar dynamics appear in the financing statistics. The early phase is 
characterised by an average of two financing rounds and very limited capital 
accumulation (see Table 3). These figures rise as firms progress in their 
development, reaching more than  five rounds on average by the time a company 
goes public. Funding amounts in the growth phase are also higher than in the 
expansion phase (public and IPO), although we are unable to track capital 
valuation immediately after the IPO, which may involve additional capital raising . 

Investor composition adds another layer of heterogeneity to financing sources 
(see Figure 6, Appendix). Most VC investment in innovative firms occurs at the 
national level (34.7% on average between 2020 and 2024), with national investors ȿ 
public or private ȿ allocating risk capital to companies within their own countries. 
This share has remained rela tively stable throughout 2010 ȿ2024. The second -
largest source of funding comes from other European investors, contributing a 
substantial and consistent portion (around 25 ȿ30%), rising to more than 60% 
when combined with national investments. A significant share also comes directly 
from US investors (22.8% on average between 2020 and 2024), who represent the 
largest external source of funding for EU innovative companies, particularly 
during the scale -up phase . 

Table 3: Summary Statis tics of the EU Innovative Firms Financing Rounds in 1999 -
2024.

  N. Average  
Total Financing 

Rounds 

N. Median  
Total Financing  

Rounds 

Average  
Last Amount  
(EUR Million) 

Median  
Last Amount  
(EUR Million) 

N. Firms 

Early Phase 2.00 1 2.78 0.7 38910 

Growth Phase  2.93 2 96.70 15.0 8955 
Public and post -IPO 5.30 4 73.90 8.95 443 
Debt and Hybrid 
Instruments  

2.34 2 22.40 0.10 1398 

Other  0.28 0 2.30 0.60 14830 

Note: Own calculations from Dealroom.co (2025).  
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3.E ɷ WdÈ ÏʂʏPERFORMANCE  

There is substantial evidence that innovative firms are more productive than their 
peers in the wider economy. Using our sample, we are able to break down the 
development phases of innovative firms and compare growth and performance 
across the se different stages. Revenue growth patterns among innovative firms 
tend to follow a consistent trajectory (see Figure 11): rapid and volatile expansion 
in the early stages, followed by a sharp slowdown as companies scale and mature. 
Start -ups exhibit the most aggressive yet unstable growth, with average year -on-
year increases often exceeding 90% in peak years (from very low starting levels) 
but swinging sharply into contraction during downturns. Scale -ups and unicorns, 
while less extreme, still display con siderable volatility: their growth surged above 
60% on average around 2019 ȿ2021, but then contracted markedly and returned 
to single digits by 2022 ȿ2024. 

Figure 11: Yearly Revenue Growth by Firm Category ȿ Average and Median Values 
2016-2024. 

Source: Own elaboration on Dealroom.co (2025) data . Note: Year-over -Year (Y-o-Y) revenue growth by year 
subperiods (3 -year blocks) and firm category. Firm categories are defined as follows: start -ups are young firms 
(age ɮ 3) with limited labour force (ɮ 10 employees); scale-ups and unicorns are more mature firms (age > 3) 
and a larger number of employees (> 10 employees). Error bars represent 95% confidence intervals, accounting 
for sample size within each category and period . 

Notably, 2021 -2022 marked a surge in growth across all categories, likely driven 
by abundant liquidity and digital acceleration, but this momentum reversed 
sharply in 2023 -2024 as monetary conditions tightened. The evidence highlights a 
central dynamic of the innovative EU ecosystem: higher r eturns are concentrated 
in early -stage, lower -valuation firms, while sustained value creation requires a 
transition from hyper -growth phases to more mature stages.  

Figure 12 shows that firms in the growth phase consistently outperformed, 
recording average growth of around 500% in strong years, though with very wide 
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error margins signalling high volatility in capital expansion. Early VC -backed firms 
also exhibit rapid increases in estimated capital value, albeit generally less 
pronounced than in the growth p hase. Post-IPO firms, by contrast, rarely 
exceeded 100ȿ200% growth, underscoring a compression of growth capital as 
firms mature. Valuation trends reinforce these dynamics (see Figure 7, Appendix): 
firms valued below $200 million and those in the $200 mill ionȿ$1 billion range 
experienced dramatic spikes, with occasional outliers surpassing 1,000% growth, 
while companies valued above $1 billion have seen their growth stabilise at flatter 
rates in recent years. The common pattern is one of diminishing returns  to scale, 
amplified by macroeconomic cycles, followed by a marked deceleration in 2023 ȿ
2024 as liquidity tightened and investor risk tolerance declined . 

 

Figure 12: Average and Median Yearly Capitalisation Growth by Investment Stage 
ȿ Average Values 2010-2024 by sub -periods.  

Panel (a): Average YoY Valuation Growth.  Panel (b): Median YoY Valuation Growth.  

Source: Own elaboration on Dealroom.co (2025) data. Note: Error bars represent 90% confidence intervals 
around investment stage and time sub -period.  

The scale-up process also influences the degree of innovation. Data indicate that 
intellectual property among innovative firms in the EU is highly concentrated, 
apparently even more so than in the US 8. The distribution of patents across 
investment stages shows a strong divergence between early and mature firms. 
Figure 13 reports the average number of patents held by firms in the sample over 
the 1999ȿ2024 period. Companies in the early VC stage hold, on average, just 0.5 
patents, underscoring their focus on rapid technological discovery and market 
entry rather than formal intellectual property protection. This rises only slightly in 
the growth phase to 1.4 patents per firm, suggesting that while some firm s begin 
to formalise their intellectual property strategies, many still prioritise scaling and 
customer acquisition over R&D -intensive innovation. By contrast, post -IPO firms 

                                                           
8 At our knowledge, there are no specific studies that provide information on patent or intellectual property 
concentration in the US. However, data from the U.S. Census Bureau highlight a higher concentration of 
patenting firms also in the young (< 6 years old) firm segment, as well as in the small size share (< 20 employees), 
averaging a 50% of the total (U.S. Census Bureau, 2025) . 
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hold nearly 11 patents on average, reflecting both the resource capacity and the 
strategic imperative of public companies to protect their innovative capabilities. 
The wide confidence intervals at this stage also point to industry -specific 
concentration, with deep -tech and life -sciences firms driving patent intensity far 
more than soft ware or services. Taken together, the data suggest that patenting 
is less a driver of early -stage growth and more a feature of later, more mature 
stages, where firms aim to consolidate competitive advantage and enhance 
market valuations through demonstrabl e innovation assets . 

Figure 13: Average Number of Patents by Investment Stage ȿ Average Values 1999-
2024. 

Source: Own elaboration on Dealroom.co (2025) data . Note: Error bars represent 90% confidence intervals, 
accounting for investment stage of the whole  sample period. In parenthesis, the total number of firms for each 
stage.  

However, patents and R&D activities do not provide a competitive advantage in 
terms of financing. Gaps in the current prudential legislation tend to undervalue 
firms rich in intangible assets. In mature financial markets, intangible assets 
related to the d evelopment and implementation of high -tech products and R&D 
promote firmsɄ access to finance (Brassell and Boschmans, 2019) and support 
productivity growth (Demmou and Franco, 2021). In Europe, however, when firms 
seek to leverage their intangible value, f inancing mechanisms suited to this 
purpose ȿ such as intangible -based loans ȿ are penalised under capital 
regulations, discouraging bank lending to high -innovation firms and contributing 
to their late -stage financing shortfall . 
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3.F ɷ EXIT STRATEGIES 

This section examines the exit rounds of innovative firms in the EU. In our sample, 
6,973 firms exited their national markets and relocated elsewhere during the 
period under consideration. Exit rounds mainly occur through three types of 
operations: acquisitions , buyouts, and IPOs/SPAC IPOs. Table 3 reports the main 
summary statistics. Typically, exits take place at more mature stages. Most 
transactions occur through acquisitions by other companies, either within the EU 
or abroad. A smaller share involves high -value buyouts, while a significant portion 
of firms reaches the IPO stage, with an average time to exit of more than 10 years. 
Although IPOs are associated with lower average amounts of capital raised ȿ 
partly due to the newly issued shares and issue price ȿ the total average company 
valuation in this category is substantially higher than in the other exit options . 

Table 4: Summary Statistics of Companies in the Exit Round ȿ Average Values 
1999-2024.

 Years to Exit N. Firms Amount Rai sed Exit 
Round (EUR million) 

Total Valuation after Exit 
Round (EUR million) 

Acquisition  9.50 5323 285 492 
Buyout  13.4 395 545 1089 
IPO/SPACIPO 10.2 788 146 1124 
Other  ȿ 476 ȿ ȿ 

Note: Own calculations from Dealroom.co, 2025.  

To better understand exit dynamics, it is useful to examine the relationship 
between the amount of VC funding firms receive at different stages of their 
development and their subsequent likelihood of growth and, ultimately, 
successful exit. Financing firms  that are already in a growth phase and show 
strong exit potential can be particularly profitable for VC investors, as this reduces 
capital holding periods and accelerates the realisation of cash flows. As shown in 
previous sections, the distribution in th e EU is much more tilted towards larger 
firms compared with the US. The fact that VC funds tend to finance larger firms 
(with more than 1,200 employees) to a far greater extent than in the US requires 
interpretation. It likely reflects the fact that US inn ovative scale -ups tend to go 
public at a much younger age (see ECB, 2025), thereby exiting earlier the stage in 
which they depend on venture capital .  

Another aspect to consider is the currency denomination of deals and 
transactions. Figure 14 shows the av erage amount raised by exit group and 
currency, together with their confidence intervals. Despite some considerable 
volatility in the buyout and IPO phases, IPOs of EU firms issued in USD tend to 
involve significantly higher capital raised at the time of e xit and higher post -exit 
valuations. This reinforces the observation that many late -stage growth firms 
seeking to go public opt to list in markets with higher valuations outside the EU. 
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Although we do not have systematic granular information on the country  of listing, 
EU companies issuing in USD tend, on average over the period analysed, to raise 
more than 60% more ȿ in currency -equivalent terms ȿ than companies choosing 
to list in EUR. Even more striking is the current total valuation 9 of companies listed 
in USD: on average, 132% higher than those listed in EUR. This gap partly reflects 
the deeper US capital markets and higher investor risk tolerance, effectively 
indicating the larger scale at which transactions occur in the US . 

Figure 14: Amount Raised in  the Exit Round and Total Valuation (EUR million) by 
Currency (in absolute PPP) ȿ Average Values 1999-2024. 

Source: Own elaboration on Dealroom.co (2025) data . Note: The amounts have been expressed in the same 
currency for comparison accounting for the exc hange rate conversion. Dots represent the average values for 
each category. Error bars denote 90% confidence intervals around the median values.  

The situation differs for companies in the acquisition and buyout phases, which 
tend to benefit from higher tra nsaction values when deals are conducted in EUR 
compared with those executed in USD. Although it is not possible to track each 
individual transaction, we are able to synthesise information on exit flows by 
currency across the three defined categories and m easure their size. Figure 15 
shows the currency destination of the exit transactions realised . 

Of the 6,564 exit transactions undertaken by innovative firms between 1999 and 
2024, 5,313 were denominated in USD. This does not mean that all companies 
exiting  their national headquarters market were relocated to, or acquired by, a 
US-based company. Rather, they chose to conduct the transaction in the most 

                                                           
9 The current valuation in EUR refers to value extract from Dealroom.co in July 2025.  
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liquid global currency. Only a small minority (911 firms) carried out market 
operations denominated in EUR (see Figure 8, Appendix, for IPO transactions 
only 10. However, this exit geography reflects only part of a broader picture . 

Global flows of exits and acquisitions reveal a highly concentrated pattern 
dominated by Europe and the United States (see Figure 16) . Although it is difficult 
to track all exit deal locations in the data, we have been able to extract information 
on the new destination countries of some exiting firms. For a subset of 
transactions, we have information on the acquiror country (whether thr ough an 
acquisition, a buyout, an IPO, or another type of transaction), and we have 
mapped these flows in the figure below. For many other deals, however, we do 
not have information on the acquirorɄs location. It is therefore useful to 
complement this anal ysis with the currency data presented earlier, bearing in 
mind that - although not very common ȿ some transactions within the EU may be 
denominated in USD for the reasons previously discussed, if chosen by the parties 
involved .  

Figure 15: Exit Flows of Innovative Firms to Currency Denominated Destinations ȿ 
Total Values 1999 -2024. 

Source: Own elaboration on Dealroom.co (2025) data. Note: The graph represents the total number of 

                                                           
10 We dispose of high -quality data on the currency used in exit deals, but less precise information on the actual 
exit location. For this reason, our analysis focuses primarily on currency. In most cases, currency and location 
coincide: it is quite difficult ȿ due to regulatory and compliance requirements  ȿ to list a company in the EU in 
USD. While uncommon, it is not  legally impossible. Therefore, we refrain from drawing firm conclusions about 
the precise exit location, except for Figure 16, where we do have reliable data on the geographic location of the 
exit.  
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innovative firms exiting the EU by the currency denominationɄ country. The white dot represents the total 
number of EU firms exiting the European market. Using data on the currency transaction for the firmɄs exiting 
round and their good data quality, the map shows that, to the largest extent, most of the exits are dollar 
denominate d (blue dot). The green dot represents the total number of EUR denominated exit deals. This 
indicator is a strong signal ȿ however, not exclusive ȿ that the acquiror region is the same as the one emitting 
the currency of the deal .  

The exit flows in Figure  16 show that European firms account for the majority of 
cross-border exits, with dense interconnections across EU countries and a 
particularly strong flow toward US acquirors. Most exits occur within the EU, with 
EU firms acquiring other EU firms or listi ng publicly in an EU country. The United 
States emerges as the single largest non -EU destination, with 1,257 direct 
acquisitions (across all exit categories) originating from other geographies, 
underlining its role as a central hub for scaling firms seekin g liquidity, higher 
valuations, or strategic buyers. The United Kingdom is another major hub, 
accounting for 412 exit transactions involving EU innovative firms. By contrast, 
ChinaɄs role remains comparatively modest, registering only 56 inbound 
acquisitio ns, and reflecting of both regulatory constraints and geopolitical factors 
that limit its participation in European M&A . 

Overall, the map demonstrates a core ȿperiphery structure for EU innovative 
firms: acquisitions cluster heavily in established innovatio n ecosystems, with the 
US as the gravitational centre, Europe as a dense secondary hub, and the rest of 
the world contributing far smaller, more sporadic flows. The flow volumes are, 
however, asymmetric: relatively few foreign companies choose to list in E urope, 
and this share has been steadily declining in recent years (ECB, 2024) . 

This concentration highlights ongoing challenges for capital -market depth and the 
significant role played by the US as an attractor of EU firms. Beyond financing 
considerations,  other factors that are harder to measure may also push firms to 
seek funding abroad. Strategic motives could also play a role: firms aiming to scale 
may view foreign venture capital as a pathway to entering larger markets. This 
would reinforce the idea th at the US remains the dominant player ȿ both in market 
size and investment ȿ for high -tech and highly innovative products . 

 
  



FEASIBLE STEPS TO FINANCE INNOVATION IN EUROPE 

 

45 

Figure 16: Firms Exit Flows by Destination Country (HQ Based) ȿ All Exit Categories 
1999-2024.  

Source: AuthorsɄ elaboration on Dealroom.co data (2025). Description: Network of exit flows of EU innovative 
firms by destination country between 1999 and 2024. The size of the nodes and the thickness of the flows are 
proportional to the total number of fi rms to the destination country. All types of exits have been included in 
the mapping.  

Refining the data further, it is possible to break down the geographical distribution 
to acquisition activities only (see Figure 17). Merger or acquisition represents th e 
alternative outcome for a scale -up once it reaches IPO -ready age. We can imagine 
a successful firm, around eight to nine years old, seeking a strategy for further 
growth. It may attempt to go public, either in Europe or elsewhere (with the US 
likely bein g the first choice). If this strategy is unfeasible or does not succeed, 
merging becomes the alternative. The chart shows that most mergers take place 
with non -EU firms, and within this group, the majority of M&As involve a US firm. 
This represents another  dimension of the greater ability of the US system to 
provide growth -enhancing finance to EU firms, while also offering favourable 
conditions for an IPO .  
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Figure 17: Acquisition flows of EU innovative companies from the seller to the 
acquiror region in the  1999-2024 period.  

 

Source: Own elaboration on Dealroom.co (2025) data . Note: The threshold for representation in the graph has 
been set to a total number of at least 100 acquisitions in the whole -time sample from the seller country to the 
acquiror regio n.  
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3.G ɷ KEY TAKEAWAYS 
The evidence just described can be condensed into a few key 
messages, useful for informing the policy proposals in the following 
sections . 

1. EU innovative firms are more productive and dynamic than the rest 
of the economy. This highlights the particular importance of a 
financial sector that supports their operations and growth.  

2. EU innovative firms tend to be not only clustered ȿ a pattern 
common to this and other firm categories ȿ but also to be unevenly 
distributed across countr ies, likely reflecting more or less 
favourable local business and financing environments.  

3. Overall, the evidence supports the conclusion that financing 
obstacles exist across all classes of innovative firms.  

4. Such obstacles are unevenly distributed across co untries and across 
firm categories; in particular, they are more significant for scale -up 
firms than for start -ups. 

5. Scale-up firms are characterised by lower average growth rates than 
start -ups, underscoring that growth declines as firms mature.  

6. Scale-up f irms tend to be intellectually and technologically more 
dynamic, as reflected in a higher concentration of patents.  

7. EU financing mechanisms penalise intellectually and technologically 
rich scale-up firms.  

8. Scale-up firms most often exit in two directions: b y acquisition or by 
going public outside the EU or in US dollars. IPOs in euro within 
Europe appear to be comparatively rare, based on the available 
information .  
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4.A ɷ DIAGNOSIS AND STRATEGY 

Figure 18 outlines the way in which the following six elements are intended to 
interact : 

1. New personal saving instruments;  
2. New retirement saving in struments;  
3. A new EU-wide IPO instrument;  
4. Removal of post -trading inefficiencies;  
5. A new securiti sation framework;  
6. An enhanced role for  the EIB Group in the venture capital and securiti sation 
spaces. 

The logic is to promote the financing of the innovative sector by acting on three 
fronts: the formation  of savings; the use of savings; and the intermediation  between 
the supply of and demand for savings. The reader should note that the figure 
highlights o nly the links that the proposals in this report aim to strengthen, not all 
existing links. For example, the EIB borrows a large part of its funds from the bond 
market, which is not shown here . 

Figure 18: Synopsis of the proposals.   

Source: Own elaboratio n. 

The interaction among the proposals is as follows. Proposals 1 and 2 aim to 
stimulate the formation of personal and retirement savings by introducing more 
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attractive equity -based instruments. These savings would then be channelled to 
the innovative sect or in two ways. The first, more suited to scale -up firms, involves 
the creation of a new state -of -the -art EU-wide IPO platform (Proposal 3). The 
second, primarily  targeting start -ups, consists of enhancing the role of the EIB as 
a provider of venture capit al and private equity for nascent and young firms, 
notably by providing funding to national VC and PE funds (Proposal 6). Both 
channels would benefit from the additional savings generated by Proposals 
1 and 2. 

Two additional steps complement and reinforce the previous ones. Proposal 4 
aims to mitigate post -issuance and post -trading inefficiencies, making the IPO 
platform more attractive. This does not create a single EU -wide post -trading 
platform, but moves in that direction by facilitating the cross -border  provision of 
post -trading services. Proposal 5 aims to support the recovery of securitisation for 
bank credit through a new market -making platform backed by the EIB Group. As 
explained below, venture debt complements venture and scale -up capital; 
enabling  banks to liquidate their asset side more easily through securitisation 
strengthens their capacity to act as short -term liquidity providers to the innovative 
sector . 

Before turning to the details, it is worth examining how the proposals address 
long-standi ng weaknesses in the EU financial structure. Households in most EU 
countries, particularly the larger ones, tend to concentrate their investments in 
low-risk savings instruments, mainly sight and short -term time deposits or CDs. 
Retail banks, which receive  these funds, hedge their risk by underwriting 
sovereign instruments and extending credit to safe and large corporates, typically 
characterised by below -average innovation and productivity. Constrained by the 
short duration of their funding and strict prud ential regulation, banks tend to 
finance the corporate establishment, mainly low -growth firms with conservative 
business models. EU banks lack both the expertise and the risk culture needed to 
finance innovation and are not encouraged by regulation to deve lop such a 
culture .  

As a result, the VC sector suffers from chronic capital shortages, more 
pronounced in some countries (e.g. Italy) than in others (e.g. France), as shown in 
Section 3. Scale-up firms face similar but larger problems. They do not find 
favourable conditions for raising public capital (IPO and SPO) or private capital for 
two main reasons: the absence of efficient issuance and trading venues connected 
to deep savings pools, and the high cost and low quality of post -trading services, 
caused by fragmentation and limited competition in the custodian sector both 
across and within markets .  

The lack of attractive instruments for personal and retirement savings is a long -
standing issue, identified by other reports (e.g. Draghi, 2024; ECB, 2025). Wh ile 
these areas share several problems, lifelong savings and pension instruments 
must be addressed separately because their regulatory frameworks differ and 
savings flow through different channels. Sections 4.b and 4.c set out proposals in 
these areas .   
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Moreover, start -up and scale -up firms face distinct challenges that require 
different solutions. Data in Section 3 show that financing constraints exist on both 
sides but are more binding and consequential for scale -up firms (see also EIB, 
2024a). While the  start -up phase is crucial for sowing the seeds of innovation, 
Section 3 also shows that the scale -up segment is more impactful from both an 
intellectual and technological perspective and from a macroeconomic standpoint: 
according to the OECD, ɄNew start -ups aged 5-years old or younger have been 
estimated to account for around 20% of employment and create almost half of new 
jobs in OECD countries. Meanwhile, scale-ups typically contribute as much as half of 
all new jobs created by SMEsɅ (OECD, 2025a). Scale-up firms tend to be more 
productive than the European average (Figure 19, drawn from EIB, 2024a) . 

Figure 19: Labour productivity of EU firms (value added per employee in ə). 

Source: EIB (2024a). 

After three to five years of successful activity, typically with low revenues and little 
or no profits, start -ups are ready to scale up in terms of size, market reach, 
profitability, and recognition. It is crucial that the financial structure facilitates t his 
transition. Going public is not only a way for scale -ups to attract finance but also 
a means of signalling growth potential to investors, enhancing their standing, 
strengthening their balance sheet, and providing transparency .  

The set of activities ca rried out prior to an IPO (selection of advisers, preparation 
of the prospectus, roadshows, accounting compliance, investor -network building, 
etc.) is as important as the listing operation itself. The choice of listing location, in 
particular, is a critica l turning point . 
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Figure 20 shows the number of IPOs in Europe and the US (total and VC -
supported) over the last fifteen years. Until 2018, Europe -based IPOs (including 
the UK) outnumbered US -based ones, but this trend later reversed. In 2021, a 
peak year f or IPO activity worldwide, Europe -based IPOs were less than half the 
number recorded in the US, and that tendency persisted thereafter as global IPO 
activity collapsed .  

Figure 20: Number of IPOs in Europe and the US from 2009 to 2024.  

Source: AuthorɄs elaboration on data from Statista. Note: IPOs conducted in the United Kingdom are included 
in the European total.  

If the total value of IPOs is considered (see Figure 21), the level US -based IPOs is 
usually much larger, especially in the peak years 2020 and 2021.  
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Figure 21: Value of IPOs in Europe and the US (in EUR billion) .  

Source: Statista. Note: The total value of the IPOs conducted in the United Kingdom is included in the European 
total. The data conversion from USD to EUR has been conducted us ing historical annual exchange rate 
averages. 

Focusing on the European IPO market specifically, Figure 22 shows the incidence 
of European -driven IPOs taking place on European exchanges compared with 
those executed outside the region, with both the number of opera tions and their 
share reported. What stands out is the unprecedented decline in the share of 
European IPOs conducted locally: 15.3% of the 183 European company IPOs in 
2024 were held on foreign exchanges, up from 11.2% in 2023 and 7% in 2022. Only 
part of this decline is attributable to the UK (included in the EMEA statistics). 
Among the non -European exchanges, the US is the largest recipient (see Section 
4.d). The practice of listing in the US is widespread and not without consequence. 
Firms listed in the US often relocate a significant share of their operations and 
managerial structure there (EIB, 2024a). The post -IPO entity becomes global, but 
part of its value for the European economy is lost . 



FEASIBLE STEPS TO FINANCE INNOVATION IN EUROPE 

 54 

Figure 22: IPOs count on European Exchanges vs. Extra -Europe . 

Source: PitchBook. Note: The United Kingdom is included in the statistics.  

EU scale-ups face increasing capital constraints as they grow more mature. EIB 
(2024a) compares the capital -raising capacity of EU firms with that of firms in the 
San Francisco area (mainly tech companies). The gap in favour of US firms is small 
initially but grows very large after five years, and continues to widen. Importantly, 
as firms grow older, those in the EU tend to rely increasingly on non -EU sources 
of finance; this comp onent often becomes the largest after ten years of age. This 
evidence confirms that capital constraints may not be particularly binding at the 
start -up phase but become critical as successful firms seek to develop. If financial 
constraints become prohibiti ve, they may either force firms to relocate or 
undermine their development prospects entirely . 

EIB (2024a) also reports the cumulative financing gap after ten years, broken down 
by location. While the gap relative to firms in the San Francisco area is arou nd 50% 
for the EU as a whole, it appears significantly larger in core countries such as 
Germany and France (at or below 40%), while it is smaller in Sweden, the Benelux 
countries, and other smaller economies. Although these differences are 
substantial, it should be noted that comparisons with the San Francisco area also 
reflect differences in sectoral composition and other factors influencing capital 
needs. 

All this suggests that it is essential for the EU to create, within its own jurisdiction, 
an efficien t issuing and trading framework for newly listed firms, one able to 
compete with the highest global standards and access the deepest savings pools. 
Section 4.d contains a proposal in this regard . 

However, this is still insufficient if trading and post -trad ing are not equally efficient 
and well -integrated. The EU post -trading infrastructure is particularly fragmented 
and inefficient (see Oliver Whyman, 2025, and Box 2 for a summary of the main 
sources of fragmentation). Multiple national securities depositor ies provide 
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services under different conditions and using different platforms. While T2S offers 
settlement services on a competitive basis, clearing and depository services are 
provided by national CSDs to domestically located issuers, with de facto limite d 
cross-border access. This remains true even in cases where CSDs belong to the 
same groups, with Euroclear and Euronext being the most prominent examples . 

 

Box 3 

Roots of post- trade fragmentation  
The EU post-trade landscape suffers from inefficient cross -border access due to legal, operational, and 
technological differences across member states. This affects the ability of corporates to raise capital through 
equity and debt financing. Three main types of barriers can be identified . 

1. Cross-border access and commercial barriers  

Established CSDs maintain dominant positions in their domestic m arkets, creating high entry barriers for 
foreign counterparts. Large CSDs may choose not to support cross -border CSD links as they aim to concentrate 
issuance, including by foreign companies, within their own systems.  
The CSD Regulation (CSDR) does not facilitate linkages between CSDs, inhibiting competition and, 
consequently, innovation. Enhancing cross -border access was identified by the Giovannini Group (2003) as the 
key way to remove post -trading inefficiencies, and that assessment still applies to both  long -standing players 
and new entrants.  

While CSDR grants investor CSDs the right to access issuer CSDs, there is no reciprocal right for CSDs to access 
the investor base of other CSDs. As a result, corporates choosing to list in one EU jurisdiction canno t access 
investor liquidity across most EU markets. Smaller markets such as the Baltics and Eastern Europe are 
disadvantaged, but even in larger markets the investor base is fragmented across Amsterdam, Frankfurt, and 
Stockholm, whereas in the UK and US in vestors are aggregated under a single CSD model. T2S has not provided 
a cost-efficient solution for this, and CSDR has not supported investor aggregation.  
Consequently, the cost for local market participants to use the services of an ICSD (the standard mod el for 
ETFs in Europe) is high for all users, including essential retail brokers, and access may be entirely limited for 
smaller participants, preventing efficient settlement. This also poses a roadblock for issuers wishing to pursue 
local listings while u sing an ICSD settlement model, despite its suitability for smaller investors .  
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2. Regulatory barriers  
Despite harmonisation efforts, national differences in securities law, corporate law, and tax regimes add 
complexity. Entering different markets requires s ubstantial costs and resources to comply with local laws and 
regulations and to ensure that CSD services fit the local environment. Although passporting of CSD services 
helps reduce barriers, localisation remains necessary. Cross -border securities transact ions fall under multiple 
jurisdictions, each with distinct frameworks governing ownership rights, settlement finality, and insolvency 
procedures. Key areas include : 

¶ Commercial practices. Despite some harmonisation, corporate actions still exhibit significa nt 
differences that complicate processing and CSD links . The ECB Advisory  Group on Market Infrastructures 
for Securities and Collateral  (2023) highlighted several areas requiring  action or compliance. Addressing 
these gaps is essential for post -trade interoperability.  

¶ Withholding tax differences. The FASTER directive aims to harmonise and simplify the withholding -tax 
process, which remains lengthy, costly, and discouraging for cross -border investors within the EU. 
Prioritisation of anti -abuse measures means the directive ultimately falls short of full simplification, 
leaving too much discretion to member states. It is essential that member states implement the FASTER 
directive promptly and with minimal alterations to restore its simplification potential .  

¶ Insolvency laws. Insolvency laws remain unharmoni sed across the EU. Historically, the EU has resisted 
harmonisation efforts due to differing legal traditions and principles across member states. This lack of 
harmonisation complicates cross -border CSD an d CCP arrangements and dampens cross -border 
investors' appetite .  

¶ Jurisdictional Securities Settlement Systems. Despite CSDR enabling consolidation, certain CSD 
operations must remain jurisdictional. CSDs operating largely cross -border must still maintain local 
Securities Settlement Systems (SSS) in each country where issuers are registered and securities issued 
and serviced. This requirement adds legal and regulatory complexity . 

¶ Corporate law and Securities law. EU Member States differ in laws governing re cord dates, meeting 
procedures, investor rights during issuer insolvency, and the definition of a shareholder under the 
Shareholder Rights Directive (SRD II); for example, the definition of shareholder is not consistent across 
markets, sometimes referring to the account owner rather than the beneficial owner. Such differences 
create operational and legal complexity in managing investor assets across borders, requiring additional 
expertise and advice . 

3. Technology and operational barriers  
Historical market inf rastructures were designed primarily for domestic operations, creating obstacles to 
efficient cross -border transactions. Differing technical platforms, settlement systems, and messaging 
standards across CSDs hinder interconnection and integration . 

 

 

 

Already identified by the working group led by Alberto Giovannini a quarter of a 
century ago (Giovannini, 2001 and 2003), cross -border obstacles have largely 
persisted, as a subsequent survey confirmed (EPTF, 2017). Since the situa tion may 
have evolved, the Reflection Group suggests that the Commission and the ECB 
should undertake a new assessment along similar lines, evaluating which of the so -
called ɇGiovannini BarriersɈ still exist and whether any new barriers have emerged. 
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Moreover, a revision of the CSD Regulation should aim to remove obstacles to, 
and encourage, cross -border access to CSD services, thereby facilitating access to 
the best and cheapest CSD services available EU -wide. Short of centralising post -
trading servic es, a goal that may only be achievable in the longer term, facilitating 
access appears to be the most effective way to promote, through competition, a 
market -driven convergence of costs (downwards) and quality (upwards). Section 
4.e sets out proposals in t his regard . 

The fragmented financial structure translates also into a tighter market for funds 
and an underdeveloped cross -country ecosystem for private and mutual funds 
(Arnold et al., 2024). A considerable share of large fund investors operates at the 
national level (e.g. Bpifrance) or consists of European public institutions (see 
Figure 23). Among the 10 largest European public investors are EUSPA, the 
European Innovation Council, EIT Health, EIT Urban Mobility, and EIT Climate KIC. 
These funds are chara cteri sed by a high number of investment rounds and lower 
portfolio values, operating mostly in the initial phases of the firmsɄ financing 
rounds 11. While the European Innovation Council and other European public 
institutions rank among the top fund provider s in terms of the number of firms 
reached, the largest portfolio values are predominantly concentrated in private 
funds. Among the three largest funds operating in the EU in terms of portfolio 
value, two are US -based (Y Combinator and Google Startups Accel erator). These 
funds also rank among those with the highest number of exits and the highest 
total exit value, signalling strong efficiency and reinforcing the evidence on firm 
exits presented in Section 3.f.  

                                                           
11 The top  public investment funds operate mostly at the grant and seed phase, as well as support programs in 
the firmsɄ financing. The portfolio size is usually large ȿ i.e. financing reaches several firms ȿ and the investment 
rounds very numerous, but the portfoli o value modest with respect to private funds.  
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Figure 23: Top 10 funds investors in the EU by portfolio value and investment 
rounds (2025).  

Source: Own elaboration on Dealroom.co (2025) data. Note: The graph shows the 10 largest funds operating in 
the EU ȿ by means of transaction occurred in the region ȿ for total number of investment rounds and to tal 
current portfolio value (as of December 2025).  

A parallel financing channel, complementary to venture capital, is venture debt. A 
relatively new instrument in the VC space, venture debt (VD) has grown 
substantially in recent years (see Figure 24), supp orted by multiple sources . 

Figure 24: Estimates of EU venture debt and market size.  

Source: EIB (2022). Note: Estimates for total market based on Atomico (2020, 2021), and data providers Preqin 
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(download as of September 2021) and Pitchbook and EIB signatu res from EIB Serapis.  Estimates of capital 
invested in Euro millions in EU countries (not including the United Kingdom) from different sources. Estimates 
by Atomico (2020, 2021) and data from Preqin converted from USD to Euros using exchange rates as repor ted 
by OECD. 

VD fulfils multiple purposes. As noted by EIB (2022), ɄVenture debt is a debt product 
characterised by long maturity, designed to address the unique funding needs of fast-
growing innovative companies that have already raised venture (equity) capital.Ʌ It 
helps fast -growing firms fill financing gaps that may open up between successive 
capital raises, thereby removing potential constraints on R&D activity and market 
expansion, or allowing them to postpone capital raising in order to overcome 
unfa vourable market conditions. Debt -raising also has a signalling function, 
serving as an effective way to indicate creditworthiness to potential providers of 
other forms of capital. EIB (2022) notes that recourse to VD becomes more 
significant at later stage s of the life cycle (scale -up rather than start -up). 

Although debt should not be the main funding source for an innovative firm, it 
forms part of a well -balanced capital structure. As the figure shows, the EIB is a 
major provider of VD, but private sources  are significant and growing. This is 
where securitisation must play a role, helping banks and other intermediaries free 
up balance -sheet capacity and thereby creating additional lending potential for 
worthy start -ups and scale -ups. Section 4.f presents id eas to revive securitisation 
along these lines . 

Finally, Section 4.g focuses on the financing needs of start -up firms. While 
obstacles in this area are real, they appear less prohibitive than in the scale -up 
sector. National VC funds and, in particular, th e EIB Group, especially the EIF, 
provide a steady flow of finance supported by contributions from EU member 
states .12 That said, ways should be explored to enhance and diversify these 
financing channels further. The newly proposed savings and retirement 
instruments discussed earlier move in this direction. The financing power of the 
EIB/EIF can be strengthened as part of the new savings generated by these 
instruments is channelled, via EIB structures, to national funds and the start -up 
sector. Section 4.g al so outlines how the EIB Group can support the VD market by 
contributing to the revival of securitisation . 

4.B ɷ MOBILISING PERSONAL SAVINGS 

European households save a large proportion of their disposable income, but the 
way they allocate their portfolios, together with the fragmentation of the areaɄs 
retail investment markets, hampers the flow of those funds to innovative 
enterprises. This limits the extent to which the high savings rate benefits the 
economyɄs productivity and growth. Removing these limitations is a central 
element of any reform of EuropeɄs capital markets. This includes offering new 
saving accounts, or restructuring existing ones, so that they better match the risk ȿ

                                                           
12 A recent overview of the EIF activities  vis-à-vis acris different classes of enterprises can be found on EIF (2024). 
For a specific focus on venture capital investment, see EIF (2025).  
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return combinations that innovative companies need .  

Figure 25, taken from ECB (2025a), provides some evidence. EU households save 
a significantly higher share of disposable income (close to 15% in 2024) than their 
US and UK counterparts. A large part of their savings is invested in cash and bank 
deposits (right side of the chart ), again higher than in the two other countries. The 
chart also shows, however, that there are wide differences across EU member 
states; in particular, Denmark and the Netherlands display higher shares of 
securities, mutual fund shares, and insurance produ cts in their personal portfolio 
structures than the EU average . 

Figure 25: Household savings in the EU, US and UK.  

Source: ECB (2025a)13. 

  

                                                           
13 Notes: The savings ra te for the EU is calculated as gross savings divided by gross disposable income, adjusted 
for the change in net equity in pension fund reserves and including non -profit institutions serving households 
(NPISH). The US savings rate is calculated as gross personal savings as a percent of gross disposable income. 
The UK household savings ratio is householdsɄ available savings as a percentage of their total available 
households' resources. The EU household savings rate is defined as gross savings divided by gros s disposable, 
including the change in the net equity of households in pension funds reserves. It includes non -profit 
institutions serving households (NPISH).  
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Table 5 provides a breakdown of personal wealth into real and financial 
componen ts for the euro area, the US, and th e UK. The upper part of the table 
shows that while personal disposable incomes are far higher across the Atlantic 
(22.2 trillion USD compared with 9.2 trillion euros, a difference even larger on a 
per -capita basis), this is more than offset by the higher s avings ratio in the euro 
area (15.3%, versus 9% in the US). Euro area households generate an annual flow 
of savings which, at 1.3 trillion euros, is larger than that generated by the US 
personal sector (2.0 trillion USD) once exchange rate adjustments and the relative 
size of the economies are taken into account . 

Table 5: Personal income, savings and wealth allocation in the euro area, US and 
UK.  

Source: ECB, US Bureau of Economic Analysis, UK National Statistics Office, Statista and authorsɄ calculations. 
Trillions in local currency except where otherwise indicated. Reference date: most recent available figures. 
Disposable income and savings for the US ar e calculated gross of depreciation, for consistency with Figure 25.  

Wealth composition data show stark differences in portfolio allocations between 
the euro area on one side, and the US and UK on the other. In the US and the UK, 
household wealth is made up  of three roughly equal components, consisting of 
real estate, retirement wealth, and financial assets. This composition is not 
dissimilar to that of other countries with advanced market structures. Within the 
financial assets category, about two thirds co mprise instruments that directly 
fund corporate investment (such as direct stock holdings, business stakes, mutual 
funds, and other savings plans), with only around one quarter invested in 
instruments issued by banks . 

Comparable data for the euro area pres ent a very different picture. Real estate, 
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including both primary residences and secondary housing, accounts for more than 
two thirds of total household wealth (real and financial). Once ɇotherɈ components of 
wealth, such as personal businesses and vehicle s, are taken into account, the 
financial -assets component shrinks to about 20%. Of this, 45% consists of bank 
deposits, while around 40% (approximately 8% of total wealth) is invested in capital -
markets instruments, including mutual funds, direct sharehold ings, insurance 
products, and retirement instruments . 

Average data across the EU mask sharp differences across countries, particularly 
pronounced for some indicators. For example, the share of bank deposits in financial 
assets (45% on average) reaches 90% in Greece and 36% in Luxembourg. The share 
of real est ate in total wealth (82% on average) ranges from 67% in Estonia to 92% in 
the Netherlands. These asymmetries reflect the varying attractiveness of alternative 
assets, presumably linked to country -specific regulatory and tax features as well as 
individual p references; they persist partly because markets remain segmented across 
borders. This implies that significant gains may result either from regulatory 
harmonisation or from liberalising cross -border access to the best available 
regulatory conditions across  the area . 

Another feature of euro area retail investment patterns, compared with the US, is a 
sort of ɇbimodal shapeɈ in terms of liquidity and risk: investors concentrate both on 
the low end of the liquidity spectrum (real estate) and on the high end (ba nk deposits), 
while shunning intermediate instruments. By contrast, US household portfolios are 
more evenly distributed. This also suggests potential improvements in asset 
allocation if regulatory or tax obstacles can be identified and removed . 

These stylised facts, together with those relating to retirement savings discussed in 
the next section, are supported by academic research. International comparisons by 
Scharfstein (2018) suggest that countries with less developed capital -based 
retirement systems ten d to have larger shares of household savings invested in liquid 
assets such as cash and bank deposits. These countries have more bank -centric 
financial sectors, with credit institutions playing a larger role in savings intermediation. 
Households in those c ountries combine liquid assets with relatively risky exposures, 
thus displaying a ɇbifurcationɈ in their portfolio structures (the bimodal shape just 
noted). In the EU, where pay -as-you-go retirement systems prevail, household savings 
are invested mainly i n bank instruments (short -term and liquid) and real estate (long -
term and illiquid. Scharfstein rationalises this pattern through a model but does not 
take a view on causality: whether retirement systems shape the financial structure, or 
vice versa. 

The Reflection Group discussed these elements and reviewed recent EU experiences 
in which new saving accounts have been introduced, with varying degrees of success 
(see Box 3). It concluded that introducing new saving accounts with the right 
characteristics, and /or improving the design of existing ones, is an important step in 
the right direction, to be undertaken in combination with other measures. It also 
considered that, for this step to succeed and for improvements in savings patterns to 
become sustainable an d self -propelling, four conditions  must be met .   
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Box 4 

Retail saving accounts: some recent examples 
Several initiatives launched in recent years, in individual EU countries or groups of them, have shared the goal 
of reviving individual savings and channelling them towards longer maturities and higher risk ȿreturn 
combinations. Results have been mixed. Her e we summarise the main ones, highlighting their key 
characteristics and possible reasons for their differing degrees of success.  

 
PIANI INDIVIDUALI DI RISPARMIO  
(PIR, Italy ). 
Tax-advantaged medi um -to -long term investment 
accounts to channel household savings into domestic 
capital markets. Two types: 1) PIR ordinario (2017): no 
restriction on the household type; 2) PIR alternativo 
(2021): experienced and wealthy investors .  
Target: Italian resident households.  
Core incentives : Tax exemption on capital gains, 
dividends and inheritance on qualifying assets.  
Limits : 1) PIR ordinario: minimum annual investment: 
ə500; total annual cap: ə40.000; lifetime cap: ə200.000. 
2) PIR alternativo: tota l annual cap: ə300.000; lifetime 
cap: ə1.500.000. 
Investment type : ɯ70% in securities of issuers with a 
public entity in Italy or EU. ɯ25% of that amount in 
companies not included in the FTSE MIB and ɯ5% in 
companies not included in either the FTSE MIB or FTSE 
Mid Cap. Max 10% of the total PIR in a single company.  
Minimum investment period : ɯ5 years 

Åv ¢ʏ?ʂFÅ ÈX¢EʏE¢ʏ 9Ùd«¢Ïʏ 
(PEA, France 2025). 
Tax-advantaged investment accounts to channel 
household savings into domestic and European capital 
markets. Three  types: 1) PEA classique bancaire: 
banking intermediation on companies Ʉ securities; 2) 
PEA classique assurance: assurances intermediation via 
funds (no direct securities holding); 3) PEA -PME-ETI: 
direct investment in SMEs (min. ə225.000). 
Target: French resident households.  
Core incentives : Tax exemption on capital gains (social 
charges 17.2% apply). Flat tax of 30% if investment 
duration is ɮ5 years.  
Limits : 1) PEA classique bancaire: min. plafond is 
ə150.000; 2) PEA classique assurance: min. plafond is 
ə150.000; 3) PEA-PME-ETI: min. plafond is ə225.000. 
Investment type : EU/EEA equities, ETFs, some non-
listed up to limits (10% of total placements).  
Minimum investment period : ɯ5 years. 

FINANCE EUROPE  
(Initiative of 7 EU countries, 2025). 
New cross -border label for savings products investing 
in Europe ȿ initiative lead by France, Spain, France, 
Germany, the Netherlands, Portugal, Luxembourg, 
Estonia.  
Target: EU savers via national banks, insurers, asset 
managers.  
Core incentives : National tax incentives.  
Investment type : ɯ70% invested in EU on any product 
that meets label (funds, insurance, wrappers); no public 
guarantees.  
Minimum investment period : ɯ5 years. 

EUROPEAN LONG-TERM INVESTMENT FUND  
(ELTIF; EU, 2024) 

EU fund regime for long -term  assets. ELTIF: illiquidity, 
complexity, high fess; ELTIF 2.0 (launched in 2024): 
better idea, free location, more liquid, higher volumes 
but constrained to retail investors.  
Target: Professional (v.1.0) and retail investors (v.2.0) in 
EU. 
Core incentives : National tax incentives.  
Investment type : Private credit, PE, funds, real assets, 
listed long -term projects, green bonds, STS. 
Companies: unlisted or listed with less than ə1.5 billion 
market capitali sation, located in Europe or in a third 
country. In EL TIF 2.0, eligible assets must represent at 
least 55% of total net assets.  
Minimum investment period : None + no minimum 
plafond investment. 30% concentration limit.  
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The first condition is that the tax treatment encourages the tra nsformation of 
unconditional risk -averse savers into risk -aware investors, a recommendation 
also advanced by the IMF (Arnold et al., 2024). In addition, tax reporting must be 
simplified and its burden reduced . 

Designing consistent EU -wide tax arrangements is difficult because taxation is a 
national prerogative. There are widely divergent national arrangements. For 
example, Spain and Italy apply a withholding tax on financial assets (19% and 26% 
respectively), whereas in France and Germany financial returns are not taxed at 
source but filed in the yearly tax declaration. Small countries usually have low or 
zero withholding taxes. Taxation at source tends to discourage investment 
because it does not adapt flexibly to individual tax filings, and reimbursement, 
even when due, may be subject to significant delays. In the US, income from 
financial instruments is not taxed at source .  

Tax incentives must reflect the characteristics of the targeted investors. Low - to 
medium -wealth individuals, potential investors for  amounts in the range of 5,000 
to 10,000 euros and more likely to be liquidity constrained, are probably attracted 
by tax exemptions applied to periodic returns or at the time of reimbursement. 
By contrast, high -value investors, with investment sizes poten tially of 100,000 to 
200,000 euros and beyond, with complex and diversified tax filings and deduction 
capacity, should be more likely to value tax deductibility. To attract a diversified 
pool of investors, both types of incentives should be present, and su fficient 
flexibility should be allowed to match the needs of widely different classes of 
individuals. Other useful options could include preferential treatment for young 
investors and regressive taxation linked to maturity .  

A second requirement of properl y designed saving accounts is cross -border 
flexibility: they should not be subject to cross -border constraints within the EU. 
Cross-border access must be allowed, giving savers the choice of how and where 
to invest and allowing them to select the regulator y and tax environment. The 
experiences summarised in the Box suggest that saving accounts are more likely 
to succeed when they are less constrained in the destination of investment. A 
negative example is the PIR ( Piani Individuali di Risparmio ) in Italy, w here funds 
must be invested domestically. Such constraints, besides conflicting with single -
market rules, penalise diversification and the alignment of investments with 
individual beliefs and preferences. At the same time, considering the strategic goal 
of  providing finance to European innovative sectors, incentives should encourage 
funds collected through new saving schemes to remain within EU borders (though 
not confined to national ones ).  

Incentives should also be provided in favour of distributors. In most EU countries, 
distribution relies largely on banks (and, to a lesser extent, insurance companies 
and asset managers). Most banks enjoy client trust based on long -term 
relationships involving multiple services such as deposits, payments, financial 
advice, and securities depositories. Once new instruments are introduced, banks 
and other distributors should be rewarded appropriately to ensure their success .  
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A third factor is simplicity . Successful saving instruments targeting less 
sophisticated investors  must be easy to understand and accessible. Explanatory 
material should be comprehensive yet concise and expressed in plain language 
(both national language and English). The Reflection Group emphasises three 
requirements. First, digital distribution is ne cessary, especially to attract younger 
generations. Second, investor -protection compliance obligations for 
intermediaries must be simplified; since the inception of MiFID, these costs have 
risen sharply. Third, explanatory materials, largely shaped by MiFI D-related 
requirements, are often complex and opaque, failing to make individuals aware 
of the instrumentsɄ characteristics and risks or to capture investorsɄ risk tolerance. 
Significant simplification, without loss of content, is needed. This links with t he 
need to enhance financial information and education discussed further in the 
report. Factsheets and other explanatory materials should be designed through 
cooperation between the authorities and the financial industry and form part of 
a broader effort t o strengthen financial literacy .  

A fourth condition concerns the costs charged to investors. There are two 
dimensions here: distribution and asset management. While distribution should 
be rewarded and properly incentivised , competition among distributors should, 
over time, bring these costs to equilibrium. The effective functioning of market 
forces should be monitored, starting during the transition as new account formats 
are introduced. On asset management, a recent ESMA r eport, while recognising 
that costs charged on UCITS products have ɇcontinued to decline in 2023Ɉ (ESMA, 
2025a), finds that costs remain higher in the EU compared to the US. However, 
these findings are disputed by the industry. According to EFAMA (2025) US  mutual 
funds are not necessarily cheaper, depending on the nature of those funds and 
the way averages are calculated. Comparing the UK with mainland Europe, 
Morningstar (2025) finds that fees are generally higher in the latter but decreasing 
in both marke ts, due to competition and a shift from active to passive asset 
management. Further analysis would help clarify these findings . 

The recommendation that follows partly overlaps with the recent European 
Commission recommendation on savings and investment acc ounts, issued in 
September 2025 (European Commission, 2025d). The CommissionɄs 
recommendation is helpful but more focused on providing member states with 
common guidelines on transparency, simplicity, and tax treatment for investor -
protection purposes, rat her than on incentivising the flow of savings to innovative 
firms . 

The Reflection Group also considered ways in which new saving instruments 
should be introduced. One option is the na tional channel: instruments designed 
by national authorities, pursuant to national legislation, and aimed at domestic 
investors. Examples include the Swedish ISK, the French PEA, and the Italian PIR. 
A second option is a fully European format: a saving -account structure embedded 
in European legislation and harmonised across the EU. The ELTIF, launched in 
2015 by Regulation 2015/760 and recently revised (ELTIF 2.0), belongs to this 
category. A third intermediate format relies on cooperation among a small gro up 
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of member states that agree on a common instrument available in each 
participating country, potentially open to extension. Finance Europe, launched in 
2025 by seven countries, is an example of this format. Each scheme has benefits 
and drawbacks, with a trade -off between adaptation to local preferences and 
transparency and cross -border consistency. The Reflection Group expressed a 
preference for schemes initially proposed by coalitions of countries, open to wider 
participation once a critical mass has bee n reached .

 

 

Box 5  

The Investeringssparkonto (ISK) in Sweden 
ISK is a very successful private retirement instrument available in Sweden. Introduced in 2012 with the purpose 
of incentivising retail investment in shares through transparent and favourable  taxation, it has grown rapidly 
due to its attractiveness. It now has around four million members (nearly half of SwedenɄs adult population), 
with a median capitalisation of about 7,000 euros.  

Opening an ISK account is generally free. Investors choose the amount deposited and may withdraw funds at 
any time. They can also choose the composition of their investments, including the split between shares and 
other instruments. There are generally no limits on the types of instruments that can be included in an I SK 
portfolio, whether domestic or foreign.  

According to the Swedish National Audit Office (2018), ɇ... The purpose of the ISK was to make it easier for 
natural persons to save and invest in shares and other financial instruments. The simplification consist s of the 
individual not being taxed for actual income, gains and losses. Instead, a standard revenue is taxed, which is 
the estimated standard return. This means that the individual does not need to report a gain or loss upon sale, 
which was considered to be a major simplification.Ɉ. Much of the ISKɄs attractiveness therefore lies in its 
simplicity and tax treatment, since standard taxation removes the need for investors to report capital gains.  

This standard tax treatment, however, implies that the extent of the tax advantage depends on the level of the 
interest rate used as the standard. The increase in interest rates in recent years has reduced part of the benefit. 
Conversely, the positive stoc k market performance in the early years after the introduction of the ISK explains 
part of its success. For this reason, the conditions applied to ISKs may be adjusted in the future in order to 
retain their attractiveness under changing market conditions . 
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Recommendation 1  
The Group recommends EU -labelled saving accounts (also as wrapper ) 
with the characteristics specified below, and/or alternatively 
enhancing Finance Europe to include similar features with a long -term 
investment fo cus, as follows :  

a. Simple, investor -friendly, and inexpensive access, including online; 
the possibility of an EU -wide investor app should be explored .  

b. Incentives for distributors, mainly banks but also insurers and asset 
managers offering Insurance -Based Investment Products (IBIPs) 
that combine investment instruments and insurance contracts . 

c. Free choice between an ɇexecution onlyɈ format and discretionary 
investment management with advice, where appropriate ȿ 
ɇexecution-onlyɈ being permitted for simple products, but not for 
complex ones . 

d. A simple and favourable tax scheme (for example, the ISK approach 
of taxing a small fraction each year); a free choice between tax 
exemption on returns and tax deductibility of capital investment; 
incentives for young in vestors and regressive taxation depending 
on maturity . 

e. Minimal operational burden (for example, the ISK approach of 
automatically taxing a small fraction of capital without reporting) . 

f. State-of-the -art risk/return optimisation and diversification . 

g. A broad range of admissible assets, including AIFs, securitised 
products, and inflation -linked instruments; flexibility on location, 
with incentives including additional tax advantages for EU 
investment .  

h. Incentives to invest, in full or in part, in a menu of private or EIB -
sponsored VC and PE funds targeting innovative enterprises . 

The new scheme or schemes would encompass existing initiatives 
such as the French and Italian saving schemes, as well as the ELTIF . 
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4.C ɷ MOBILISING RETIREMENT SAVINGS 

Internationa l experience shows that retirement saving is a powerful engine for the 
development of financial markets and for providing financing for growth -
enhancing investment. The benefits of a thriving asset -based retirement sector 
extend to the whole economy but ar e especially important for innovative and 
high -productivity sectors. While most evident in the US, the link between 
retirement savings and investment financing can also be found in other countries 
with comparable financial structures, such as Australia, Ca nada, and the UK. In 
the EU, Sweden, Denmark, and the Netherlands share some of these features .  

Retirement accounts have elements in common with saving accounts but also 
important differences. Both are used to transfer financial resources from the 
present  to the future, smoothing consumption in line with temporal preferences. 
In both cases, investors seek the best combination of return and safety. The 
distinguishing feature of retirement savings is that they follow the life cycle: 
resources are moved from the central periods of life, when earnings exceed 
consumption, to later periods in which the relation is reversed. Uncertainty about 
the availability of resources later in life, when the ability to generate income 
declines, is a particular concern. For the se reasons, retirement instruments must 
have specific characteristics to be safe, effective, and attractive to investors . 

Self-financed retirement schemes also have macroeconomic, social, and political 
impacts. By reducing the burden central cohorts of the  labour force carry in 
supporting the elderly, retirement wealth is economically efficient and fosters 
fiscal stability. Its effect on political stability is mixed. Some research argues that 
asset-based retirement schemes are not politically sustainable wi thout proper 
governance (Beetsma et al., 2021). By contrast, robust evidence shows that 
funded pension systems contribute to the development of financial markets and 
indirectly to economic growth (Stewart et al., 2017 ). 

Partly for these reasons, asset -based retirement instruments are complex to 
regulate. Several aspects need to be taken into account when considering options 
to enhance capital -based retirement schemes. First, the time horizon of 
retirement instruments is much longer (the life -cycle span) tha n that of simple 
saving accounts. With an average employment age ranging from 25 to 67, and a 
life expectancy of 82 years (current European averages), the expected duration of 
a pension instrument ranges from about 40 years (average) to as much as 60 
years. Being tied to the life cycle, retirement instruments are naturally age -
calibrated: their parameters must vary according to the individualɄs age. As life 
horizon and risk tolerance decline with age, retirement plans should adjust 
accordingly. Since the fa ctors influencing the choice of a private retirement 
scheme are complex, such choices require financial education or unbiased 
professional advice. For society as a whole, given that effective voluntary 
retirement systems reduce the need for social safety n ets and other taxpayer 
support, the externalities involved call for regulation and careful incentive design .  

As part of its CMU Action Plans, the European Commission has repeatedly sought 
strategies to convert, or at least comple ment, the unfunded pay -as-you-go 
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retirement systems prevalent in large member states with asset -backed pension 
schemes. In 2019, the Commission proposed and the co -legislators approved a 
Regulation establishing an EU private retirement instrument, the Pan -European 
Pension Plan (PEPP). Box 5 provides a short description of its main features and 
its (lack of) success.

Box 6 

The Pan European Pension Plan (PEPP) 
The PEPP is a pan-EU voluntary pension scheme proposed by the European Commission and approved by the 
European Parliament and the EU Council in 2019 (European Commission, 2019). It is governed by Regulation 
(EU) 2019/1238. Its purpose is to introduce a har monised, flexible retirement instrument that is optionally 
available to citizens and employers as a complement to existing national mandatory and voluntary individual 
retirement schemes, both occupational and state -sponsored. According to EIOPA, the EU aut hority that 
coordinates national insurance and pension -system supervisors, PEPP products ɇare meant to be a mirror of 
how to design transparent, easy to understand, efficient and cheap products, supported by online distribution 
and algorithmic financial ad vice without conflicts of interest and human factor influence, properly and without 
political influencesɈ (EIOPA, 2024). 

Specific features of the scheme include portability (the instrument can be transferred across borders within 
the EU and across issuers without cost), liquidity (the holder can choose from a broad menu of redeemability 
and pay -out options, including annuities and lump sums), and personalised advice. Subscriptions are possible 
online, in which case automated financial advice is also provide d online. A 1% cap is set on total fees and costs 
for the investor. Tax treatment and supervision are entrusted to member states .  

Several formats are foreseen. The default option, the Basic PEPP, includes a full capital guarantee by the 
provider. Other fo rmats do not offer such a guarantee . 

So far, the outcome has fallen short of expectations. In 2024 there was only one provider offering the 
instrument, Finax, a robo -advice company located in Slovakia. In 2024, only two PEPP products were registered 
in fou r countries, one Basic PEPP and one alternative PEPP product, offered in Slovakia, Czechia, Poland, and 
Croatia, with around 7,500 clients located in these countries . 

Despite its ambition and high expectations, the new instrument has so far been a 
failure. At present, only one provider is distributing it to a small number of 
investors in Eastern Europe. There has been no interest in the instrument from 
distributors or i nvestors in large EU countries. According to EIOPA (2024), national 
regulatory environments are not favourable to the PEPP. Somewhat surprisingly, 
however, EIOPAɄs own analysis shows that regulatory obstacles to the PEPP are 
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more significant in Eastern Eur opean countries, where the few clients are located, 
while they appear negligible in the larger countries where the instrument has no 
traction. The failure of the PEPP needs to be better understood as a preliminary 
step before any new proposals to reform co mplementary retirement systems in 
Europe. EIOPA promised a review of the PEPPɄs features last year, and the 
European Commission is expected to include such a review in its proposals for the 
Savings and Investments Union . 

The PEPP experience shows that cons iderable attention must be paid when 
proposing new private pension instruments. Advantages must be clear and 
significant if similar failures are to be avoided. For that purpose, it is useful to 
examine the voluntary asset -based retirement systems existing in the main EU 
countries and compare them with those outside the Union, matching their 
characteristics with their relative degree of success. A comparison covering five 
European countries (two of which have successful private retirement systems), 
plus the US and the UK, is shown in Table 6. 

Table 6: Comparison of asset -backed pension systems across Europe and in the 
US.  

Source: Own elaboration on OECD (2023, 2025b, 2025c ). 

The table shows that there is a large gap in the size of retirement wealth held in 
asset-based pension funds between the three largest EU countries (Germany, 
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France, and Italy) and two other EU countries with sizeable asset -based retirement 
sectors (the Netherlands and Sweden), as well as the UK and the US (data from 
2022). In the first three countries, pension -fund wealth stands at around 10% of 
GDP or below, whereas in the others it is close to 100% or above .  

Regulatory arrangements vary across countries and consist of different mixes of 
voluntary and mandatory schemes, both occupation al and personal. Notably, in 
the three large core EU countries, where asset -based schemes play a 
comparatively limited role, these schemes are predominantly voluntary, whereas 
in the comparator countries they tend to be at least partly mandatory . 

The lower  part of the table compares the extent of tax and non -tax incentives and 
the limits imposed on pension -fund investment by national regulation . 

Although the picture is not entirely clear -cut, there is a tendency in the three 
largest countries to grant less favourable tax treatment and to impose stricter 
investment limits relative to the four comparator countries, where private pension 
schemes have been more successful. Regarding taxation, France is the exception, 
where the ɇEET modelɈ (exempting contributions and returns while taxing pension 
income) prevails, though with limits on the tax deductibility of contributions. 
Investment limits may apply to the type of asset (such as real estate, equity, or 
unlisted securities), to asset location (typically with res trictions on foreign 
investments), and/or to concentration by issuer. In the Netherlands, Sweden, the 
UK, and the US there are virtually no limits along these three dimensions. By 
contrast, in the three large EU countries mentioned above, limits apply to s elected 
types of investment. In France these limits apply only to occupational pension 
funds; personal instruments, such as the Plan dɁépargne retraite (PER), are not 
subject to investment limits . 

By comparison, the PEPP (last column of the table) suffers from a clear tax and 
regulatory disadvantage. The Regulation leaves tax treatment to the national 
authorities of the country where the plan is distributed, making the instrument 
vulnerable to diffe ring and potentially less favourable treatment compared to 
national products. In addition, the EU encourages investment managers to 
prioritise sustainable and ESG investments, although no strict rules are imposed. 
Investment location is unrestricted but mu st remain within the EU.  

A recent example of a successful retirement -saving plan is the PER (Plan dɁépargne 
retraite ) in France (info.gouv.fr, 2024). For individual investors, the PER replaced 
the pre -existing retail pension instrument, the PERP ( Plan d'épargne retraite 
populaire ), in 2020, and has since grown rapidly, especially among younger 
cohorts. Today, the plan, offered both directly to individuals and through 
employers, is subscribed by one quarter of the French population aged between 
18 and 64. Its size has reached remarkable levels: annual contributions of ə18.5 
billion in 2022, assets of ə292.7 billion at the end of 2023, and more than 16 million 
contracts (see Cour des Comptes, 2024). The main characteristics of the PER are 
summarised in Box 7. 
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Box 7 

ÅũčŴʏ?ʂRƘčƛŉŴĵʏÈĵƫƛčŕƫĵʏɭÅEÈɮʏŕŴʏWƛčŴĩĵ 
PER, launched in 2020 to replace pre -existing instruments (PERP and PERCO, the latter reserved for employers), 
is an asset-based voluntary pension instrument available to individuals (individual PER) and employers 
(collective PER). A separate obligatory occupational pension instrument is also available (mandatory PER). 
Contributions are flexible in both amount and instalments. Subscription to an individual PER requires the 
advice of a professional consultant .  

The amounts are invested in professionally managed funds according to the individualɄs ageȿrisk profile 
(ɇpiloted managementɈ): the risk profile decreases with age. The overall risk is managed through a ɇpilotedɈ 
investment strategy, meaning that the share of risky assets declines as the investor ages and according to the 
risk profile chosen . 

Contributions are deductible from income and wealth tax, subject to limits. Taxation of returns and pension 
income follows a comp lex scheme depending on how contributions are treated. If contributions are deducted, 
pension income and capital withdrawals are normally taxed according to income or capital taxes (the latter at 
a flat 30% rate). If contributions were not deducted at the time of investment, income and capital are tax 
exempt, to an extent that increases with age .  

The investment can be liquidated in advance under certain conditions, for example for the purchase of a 
residence or in situations of financial stress. Specific l imits and penalties apply in these cases .  

Portability is ensured; transfers among different PER categories and into or from other plans are possible . 

In Italy, aggregate data on the use of asset -based pension instruments are similar 
to those of France: total subscribers exceed 11 million (latest data published by 
the national supervisor) with a total capitalisation of 243 billion euros. The 
difference is that the sector has recently developed less rapidly than the French 
PER. Participation in Piani Individuali Pensionistici (PIP), the main individual 
voluntary instrument, is more concentrated among older age cohorts; take -up 
among younger individuals has been limited in the past (Momigliano, 2014). 
Management strategies are not calibra ted to age, as in the French case (ɇpiloted 
managementɈ). Subscribers choose their risk profile by selecting the desired 
portfolio composition, such as bonds, equities, or mixed .  

In Germany, the second - and third -pillar retirement sector is represented by 
Pensionkassen and Pensionfonds, insurance companies offering various 
occupational and private retirement policies. Pensionkassen, which offer 
occupational products, are subject to  strict prudential investment provisions. 
Pensionfonds, which also provide individual private retirement accounts, have 
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more flexibility. As Table 6 shows, the capitalisation of the complementary 
retirement sector in Germany  is the smallest among the count ries considered, 
reflecting the historically dominant role of the public pension system. The public 
(first pillar) mandatory, pay -as-you-go system still provides the bulk of retirement 
income for older Germans. Besides being inflexible, this system faces 
sustainability risks, with possible knock -on effects more broadly on German public 
finances.  
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Recommendation 2  
The Reflection Group supports the introduction of new, flexible, and 
risk-return -attractive private pension instruments, ideally at EU level 
but  otherwise among groups of countries, and by initiative of a group 
of financial institutions (ɇcoalition of the willingɈ). 

The following characteristics should apply:  

a. Simple access and design, EU-labelled, investor -friendly formats 
and documentation (Engli sh and national language) . 

b. Contributions: allowance for both lump -sum investment and 
regular contributions . 

c. Benefits: allowance for both lump -sum payout and annuity . 

d. Online access. 

e. Incentivised distribution, with no cap on fees . 

f. Transferability of existing  national schemes . 

g. Tax treatment according to the EET model (exempt returns and 
reimbursement, taxed benefit) . 

h. Optionality between partial deductibility of contributions and tax -
exempt income . 

i. State-of-the -art risk/return optimisation and long -term 
diversi fication, with prudent and automatically adjusted 
investment policy calibrated according to age and risk profile . 

j. Flexible investment location with incentives for investment within 
the EU. 

k. Portability and transferability . 

l. Favourable  IORP and Solvency II treatment . 

m. Preferably, supervision of the new instruments assigned to ESMA, 
or to relevant national supervisors in the case of groups of 
countries referenced above . 
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4.D ɷ A WORLD- CLASS IPO INSTRUMENT FOR EU SCALE- UP FIRMS 

A recent an alysis by the ECB (2025b) examines the process of stock market listing 
of innovative firms in the EU, discussing obstacles to its efficiency and policy 
interventions that can remove such obstacles, complementing initiatives already 
undertaken or planned by  the EU as part of the CMU and SIU processes . 

While confirming that, in general, public listing is beneficial for companiesɄ 
productivity and profitability, the ECB finds that the benefits are smaller for 
European firms than they are for US ones. It also d ocuments the existence of a 
Ƀlisting gapɄ between the US and Europe (Figure 26): fewer EU firms decide to go 
public, and they most often do so usually at a later stage in their life cycle 
compared with their US peers. When they do go public, they receive l ower 
valuations from the market. These findings match those identified in our analysis 
in Section 3 .  

Figure 26: Equity financing in the euro area and the US by type of instrument.  

Source: ECB (2025b)14. 

                                                           
14 Notes: Panel a: the chart is based on financial accounts data. Other equity refers to equity cla ims that are not 
securities listed on an exchange and are not unlisted securities, such as equity in incorporated partnerships, 
equity in limited liability companies whose owners are partners, capital invested in cooperative societies or 
investment by the government in the capital of public corporations whose capital is not divided into shares. 
Data for the United States are based on the global System of National Accounts (SNA) 2008. The European 
System of Accounts 2010 underlying the EA data is broadly con sistent with the SNA 2008, although in some 
cases it may be more detailed. Panel b: the data cover all EA countries except Cyprus, Malta, Slovakia and 
Slovenia. Venture capital is a subset of private equity and refers to equity investments made for launch (seed), 
early development (start -up) or expansion (later -stage venture). ɇSeedɈ is funding provided before the investee 
company has started mass production/distribution, with the aim of completing research or defining and 
designing the product, including m arket testing and creating prototypes. This funding is not used to start mass 
production/distribution. ɇStartupɈ is funding provided to companies once the product or service is fully 
developed, to start mass production/distribution and cover initial market ing. Companies may be in the process 
of being set up or may have been in business for a shorter time, but have not sold their product commercially 
yet. The use of the capital would mostly be to cover capital expenditure and initial working capital. ɇLater-stage 
ventureɈ is financing provided for an operating company, which may or may not be profitable. This tends to be 
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Complementing this evidence, EIB (2024a) finds that EU firms at the scale -up level 
are more likely to be acquired or to merge than to go public and grow on a 
standalone basis. Firms that decide to go public often choose to list on a US 
exchange, where they obtain better valuations and higher liquidity for t heir 
issuance (Figure 27). After that step, they often move control centres and business 
focus outside Europe . 

Figure 27: Stock exchange location for IPOs involving EU scale -ups. 

Source: EIB (2024a) from Pitchbook Data, Inc.  Note: The sample consists of EU companies with a deal between 
2013 and 2023 with a market valuation between $500 million and $10 billion, as well as M&A companies.  

As EU firms go public later in life and with a lower capitalisation than in the US 
(see also Section 4.g), hence are older and less capitalised after the transition to a 
public company, they tend to be more fragile and to grow less. Some causes are 
unrelated to the financial sector: unfavourable taxation, high energy costs, 
regulatory barriers a cross and within countries, and a lack of R&D investment 
(Draghi, 2024). On the financial side, obstacles arise from post -trading 
fragmentation and an insufficient supply of personal and retirement savings with 
proper risk ȿreturn characteristics .  

A major problem of the status quo is fragmentation (multiple trading venues, 
regulations and directives implemented differently across member states, leading 
to a lack of liquidity and transparency, etc.). MiFID has substantially increased 
costs for financial inte rmediaries without achieving its main objective of deeper 
and more transparent capital markets. Efficiency, transparency and a level playing 
field would be improved with consolidated tapes for all asset classes, especially 
equities. Today, pan -EU IPOs (with listing in several EU stock exchanges) are 
extremely difficult due to burdensome compliance work (for example, investors 

                                                           
financing provided to companies already backed by VCs. For further details see Invest Europe. ɇBusiness angelɈ 
investments are (high -risk) investments made by early -stage private investors, typically in the form of seed 
financing for start -up businesses. Angel investments comprise both financial contributions and time, expertise 
and connections the investors provide in exchange for ownership e quity.  
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approved in Germany need to be reapproved in another member state for the 
same IPO). 

Based on this evidence, a central obstacle to co mpany growth at and after the 
scale-up level is the lack in the EU of an easily accessible IPO instrument with three 
characteristics :  

ɦ EU-wide ɇcountry blindɈ regulation, applying to all firms regardless of location;  
ɦ Unfettered access to all EU savings po ols on an equal basis, including tax -wise;  
ɦ Availability, within the same platform, of the full range of IPO and SPO services, 

including post -trading, in transparent and competitive conditions.  

The EU Listing Act (European Commission, 2024) addresses some  of these needs 
and aims to reduce costs and simplify listing procedures. However, this legislation, 
implemented only recently and partly through a directive, will take time to bear 
fruit and, even then, does not guarantee a level playing field .  

The Reflection Group proposes attaining the above three goals at once by 
introducing a new EU -wide IPO instrument (ɇEURIPOɈ), either by separate 
European law or by an agreement among member states. A Regulation as a legal 
basis would advance a key component of the 28th regime for company and 
securities law discussed below in Section 5 . 

The purpose is to create a fully European IPO environment in which primary and 
secondary markets are fully integrated, pre - and post -IPO services are provided, 
and sufficient liquidit y is ensured through unfettered access to national savings 
pools at favourable tax and regulatory conditions. The ambition would be to 
enhance and accelerate the positive effects of initiatives already undertaken as 
part of the Listing Act (European Commis sion, 2024). The new IPO environment 
would also benefit from access to state -of -the -art custodian services (see 
Section 4.e). 

EURIPO would be offered by multiple venues, based on a single set of rules 
applied by all licensed exchanges. There would naturall y be competition among 
exchanges for business, but treatment would be broadly aligned by the fact that 
common rules would be enforced. ESMA should be assigned the role of supervisor 
of the new instrument, thus frontloading an element of supervisory respons ibility 
that can later be expanded into a more comprehensive central supervisory role 
(Section 5). EURIPO, as a kernel of a 28th regulatory regime for securities markets 
limited to the IPO process, would encompass all services preceding and following 
IPO and secondary capital raising . 

The Reflection Group considered two possible modalities of implementation.  

In the first, top -down  approach, the establishment of EURIPO would be entrusted 
to the EU, acting either by revising existing legislation (e.g., the P rospectus 
Regulation) or by introducing a new Regulation. EU law would establish the 
requirements exchanges must meet in order to qualify for offering the new IPO 
instrument. This mode of implementation might ideally include all member states 
and exchanges, or could more easily be limited to a subset (ɇcoalition of the 
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willingɈ). 

The alternative, bottom -up process , would proceed through the initiative of a 
group of member states which, in cooperation with their national exchanges, 
would enter into an agreem ent aimed at granting homogeneous regulatory and 
tax conditions to firms that successfully apply for initial listing and issuance on 
exchanges located in those countries. The exchanges participating in the accord 
would jointly draft an operational EURIPO m anual including all steps preceding, 
implementing, and following capital raising. This bottom -up approach, usually 
involving partial participation of member states and exchanges, would offer the 
same services on the same conditions as the top -down approach  and would 
remain open to the subsequent participation of additional member states and 
exchanges. 

Whichever approach is chosen, requirements and incentives to participate in the 
EURIPO scheme should be kept as simple and flexible as possible, avoiding 
arti ficial bottlenecks that narrow company access to capital and IPO services. Such 
access should be the standard option, not subject to procedures based on 
complex predefined criteria beyond transparency, openness and competition for 
best -quality services .  

Currently, listing is the core activity of exchanges. Initial and subsequent listing 
requirements are meant to guarantee high standards in terms of disclosure, 
governance, liability, and visibility. The proposalɄs objective is not to create a new 
IPO instru ment duplicating existing ones, but to upgrade existing processes by 
giving them access to saving pools they do not currently reach and to the best 
services available. The recommended approach is to build on existing processes, 
opening them up and improvin g them rather than duplicating them with a new 
scheme. 
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Recommendation 3  
The Reflection Group proposes that an EU -wide IPO model (ɇEURIPOɈ) 
be introduced, possibly through the initiative of a subset of member 
states and exchanges and by expanding existing IPO practices . 

EURIPO should have the following characteristics:  

i. Be accessible to all firms established  in the EU. 

ii. Grant issuers access to the savings pools of all member states.  

iii. Be open on equal conditions to non -EU companies and investors.  

iv. Be subject to a single set of rules, established by EU law or agreed 
upon by a subset of member states and exchanges.  

v. Alternatively, in the absence of agreed common rules, grant 
issuers the choice of EU legal jurisdiction and tax regime.  

vi. Offer a complete set of  IPO services, covering both  
a. The preliminary steps (advisory, prospectus, investor network, 

and all the other initial aspects of the deal ȿ according to the 
characteristics of the issuer, and  

b. Any secondary issuances.  

vii. Grant access to post -trading services of the best available quality 
and cost, including cross -border .  
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4.E ɷ REMOVING CROSS- BORDER OBSTACLES TO CUSTODIAN 
SERVICES 

Post-trading, the phase in which agreed securities trades are settled and 
securities are transferred, deposited, and custodied, is fragmented in the EU 
relative to the US. Clearstream, Euroclear, and Euronext settle over 90% of EU 
transaction value, compar ed with a single CSD in the US. More importantly, each 
of these groups includes multiple country -specific entities where conditions differ. 
Post-trading functions normally include Central Counterparties (CCPs), market -
making institutions that act as buyers  for every seller and sellers for every buyer, 
and securities custodians, which offer settlement, depository, and transfer 
services. According to information published by ESMA (2025c), there are currently 
14 institutions authorised to provide CCP services in the EU, distributed across 12 
countries (another four are located in the UK). Moreover, the European Central 
Securities Depository Association (ECSDA, 2025) counts 26 Central Securities 
Depositories (CSDs) as full EU members, located in 24 different cou ntries.  

Many of these institutions belong to cross -border groups. For example, the three 
most important market infrastructure groups active in the Union, Deutsche Börse, 
Euroclear, and Euronext, include three, six, and four CSDs respectively, each 
located in different countries. Belonging to a group does not imply that activities 
are harmonised or even coordinated. For practical purposes, members operate 
as separate institutions under different tax and legal regimes and maintain their 
own proprietary arrang ements, IT infrastructures, and fee structures. This 
situation contrasts sharply with that in the US, where all settlements are handled 
by a single agency (Noyer, 2024).  

In theory, the presence of multiple providers should foster competition, resulting 
in better services at lower cost for users. In practice, this does not occur because 
access is largely segmented by country and is therefore either difficult or 
prohibited. CSDs are largely ɇnationalɈ in the sense that they custody mainly 
securities issued an d traded in the country. Cross -border activity is much more 
limited. As a result, the quality and cost of the post -trading services firms need at 
different stages of their development (clearing, settlement, and custody are highly 
differentiated depending o n location and the institution providing the service. 
Costs are also higher on average because mobility and competition are limited, 
and service quality is correspondingly lower than it would be if effective cross -
border competition were possible.  

To limit  fragmentation, CSDs have established links among themselves to facilitate 
securities transfers and the cross -institution provision of services. These links, 
however, are largely bilateral, vary widely in scope and characteristics, and fall far 
short of pr oviding an efficient and harmonised set of services or anything close to 
uniform costs across the EU (ECSDA, 2021). 
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A recent development which merits attention is the sharp rise in settlement 
activity by the so -called ɇinternalisersɈ ȿ intermediaries tha t settle transactions 
internally among their own clients. According to ESMA (2025b), Ʉ... transactions by 
SetIns [settlement internalisers] for equities alone were over five times higher than 
those of CSDs during 2024, with a similar picture for total value settled in equities. We 
also note a high concentration at the level of a few SetInsɈ. While internal settlement 
may be safer in certain circumstances, from a market perspective it tends to 
increase fragmentation in the post -trading ecosystem. ESMAɄs conclusions are 
disputed by the industry; more analysis should help clarify the phenomenon and 
its impact on market fragmentation.  

Target2-Securities (T2S) was created ten years ago by the ECB partly to address 
these issues. T2S is not a European CSD but an on line platform available to 
national CSDs to facilitate cross -border securities settlement. Unfortunately, T2S 
has not fully succeeded, as shown by the persistently low share of cross -border 
settlement activity. Moreover, T2S does not help firms access cros s-border 
opportunities, whether for tapping alternative savings pools or accessing cheaper 
or more efficient CSD services in other member states. Even though T2S 
transaction costs account for only a marginal portion of overall post -trade 
expenses and are n ot directly tied to CSD fees ȿwhich continue to constitute the 
principal cost burden ȿT2S has nonetheless failed to alleviate cross -country cost 
disparities. The current post -trading status quo is characterised by high custody 
fees, often increasing with tra nsaction volume, meaning that high -volume 
exchanges are effectively penalised. While T2S offers settlement services on equal 
terms, national CSDs otherwise provide custody and other securities services in 
an uncoordinated and differentiated manner.  

More th an twenty years ago, the Giovannini Group identified 15 ɇbarriersɈ to 
efficient cross -border and cross -institution clearing and settlement in the EU and 
suggested strategies for mitigating them (Giovannini Group, 2001 and 2003). 
Subsequent analyses have sh own that, while a few of these barriers have been 
removed or mitigated, many remain and new ones have emerged or become 
more relevant (EPTF, 2017). More recently, ECB (2025c) reports that many of the 
barriers identified in the 2001, 2003 and 2017 EPTF rema in only partially 
addressed. Despite progress in EU post -trade integration, key obstacles persist, 
including legal divergences in securities and corporate law, asset -servicing 
constraints, and tax -related complexities. Additionally, several other issues ha ve 
persisted over time, largely due to legacy practices and a lack of awareness. This 
is especially evident in settlement, where many of these problems were expected 
to be resolved following the launch of the T2S platform in 2015 but have not, or 
not fully . 

The most effective way to eliminate these obstacles would be to centralise post -
trading functions in a single supranational institution serving issuers and investors 
in all EU countries on equal terms. Such a solution, however, appears no more 
realistic today than in the past. The array of private post -trading institutions in the 
EU reflects deeply entrenched national interests and practices, reinforced by local 
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traditions and protected by national politics. The objective of centralisation, 
namely making financial markets more efficient, does not attract equivalent 
political support.  

More realistically, a gradual approach may consist of promoting harmonisation by 
enhancing cross -border access to post -trading services, thereby strengthening 
competition and reducing the post -trading fees charged by CSDs for custody 
services. As the Giovannini Group (2003) argued, ɇThe priority barriersȼ from the 
perspective of integrationȼ are clearly those that restrict the location of settlement 
activities. If these are removed, investors can choose where to locate their post-trading 
activities and set in train a market -led integration of clearing and settlement 
arrangements across the EU.Ɉ 

In light of the above, a promising approach may combine three lines of action.  

First, update the analysis of the Giovannini Group. EPTF (2017) is seven years old, 
and changes are likely to have occurred following the entry into force in 2023 of 
the CSDR review (EU Council, 2023), which simplified passporting requirements, 
as well as other factors. New evidence on barriers can help identify where policy 
should focus and what should be prioritised.  

Second, define CSD best practices that ensure their post -trading environments 
are fully accessible to other CSDs, both domestic and cross -border, with the same 
services and the same costs. These practices should include links that guarantee 
full interoperability. CSDs meeting these standards would form a cluster of ɇEU 
cross-border compatibleɈ institutions. Securities issued through EURIPO would be 
settled and deposited only at these compatible CSDs.  

Third, ESMA should be tasked with preparing the above set of best practices and 
supervising convergence toward them, including monitoring compliance of EU 
cross-border compatible CSDs with those standard s. ESMA would cooperate with 
the EIB Group regarding securities issued through EURIPO . 
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Recommendation 4  

By initiative of either the European Commission on behalf of the Union, 
or a subset of member states with assistance from the Commission, 
the follow ing initiatives should be undertaken under the coordination 
and supervision of ESMA : 

1. A new analysis, along the lines of the 2001 ȿ2003 Giovannini Group, 
to collect updated evidence on the barriers preventing an efficient 
cross-border and cross -institution clearing and settlement process 
in the EU. 

2. Set-up of a single online platform containing information on the 
location of securities and the characteristics of services offered by 
the relevant CSDs (with the boundary to be defined: either limited 
to securiti es issued through EURIPO, or broader ).  

3. Verification of the extent to which the DLT Pilot Regime developed 
under the aegis of ESMA could achieve some of the same goals as 
the proposed interoperability reform at lower cost.  

4. More generally, exploration of th e use of asset tokenisation to 
facilitate cross -border access to listing, capital raising, trading, and 
depository services, through permissioned distributed ledgers 
organised by groups of national CCPs and CSDs.  

5. Definition of a set of best practices ensur ing that post -trading 
environments are fully accessible to issuers and investors, including 
across borders.  

6. Centralisation of all settlement in T2S, possibly with targeted fee 
rebates based on volume contributions to incentivise participation.  

7. Strengthenin g cross-border links, driven by business needs, to allow 
issuers to opt for any CSD located in the relevant area (the whole EU 
or a subset of countries ).  

8. Entrusting ESMA with responsibility vis -à-vis the participating CSDs 
to : 

a. oversee the provision of services under the EURIPO umbrella ; 
b. foster progress toward competitive services and pricing ; 
c. foster progress toward technical harmonisation ; 
d. set standards for legal assessments of risks involved in cross -

border links .  
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4.F ɷ INNOVATION- FRIENDLY SECURITISATION 

Securitisation is the process whereby credit exposures, normally of banks, are 
either converted into tradeable securities and sold on the market (ɇtrue saleɈ 
securitisation) or transformed into lower -risk instruments by means o f CDS or 
guarantees (ɇsyntheticɈ securitisation) and kept on balance sheet. Either way, the 
balance sheets of banks gain liquidity and/or shed part of their risk, allowing 
additional credit to be granted without eroding prudential buffers.  

Securitisation w as a major driver of market -based finance, especially in the US 
after the 1970s, alongside the development of pension funds and the mutual fund 
industry. Securitisation of mortgage exposures expanded rapidly in the US in the 
early 2000s, contributing to th e Great Financial Crisis due to the extreme riskiness, 
complexity, and opacity of certain products. It contracted massively afterwards 
(Figure 28), suffering from reputational loss and from tighter prudential 
requirements imposed by global regulators after  the crisis. European 
securitisation programmes behaved broadly in line with their ratings, even during 
the financial crisis, but they also suffered from post -crisis regulatory restrictions.  

More recently, securitisation has recovered in the US, but still lags behind in 
Europe. There is a widespread perception that the retrenchment of securitisation 
on this side of the Atlantic has gone beyond the optimal balance between safety 
and efficiency, and that a recovery, supported by regulatory improvements, is 
warranted. The goal of building broader and more efficient capital markets in 
Europe should make a revival of securitisation one of its components.  

Securitisation plays a critical role in recycling financial institutionsɄ balance sheet 
capacity, thereby incr easing the velocity of capital. By freeing up regulatory 
capital, banks can expand lending across a range of instruments ȿ working capital 
facilities, investment loans, equipment leasing, and more. This mechanism is 
essential for enabling credit to flow to  innovative companies, which often require 
tailored financing solutions beyond traditional bank lending. Securitisation 
generates additional lending potential and creates new opportunities for 
investors, giving them access to assets they would not otherwis e be able to hold. 
At the end of 2024, the EU market represented only 11% of its US equivalent in 
terms of outstanding amount (AFME, 2025) and stands at roughly one third of its 
2008 issuance volume. The revival of the EU securitisation market is important  
from an SIU perspective also because it can produce beneficial effects relatively 
quickly, whereas other market segments can take many years to become effective 
(encouraging the build -up of pension funds, further market integration, moving 
towards more un ified supervision, etc.).  
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Figure 28: Key statistics on European securiti sation.  

Panel (a): European securitisation 

issuance. 

Panel (b): European securitisation 

outstanding ȿ flat at ə 1.2 trillion. 

Source: Deutsche Bank (2024). Note: Data reflect true -sale securitisation in EUR billion from AFME, Deutsche 
Bank Research.  

Securitisation overwhelmingly applies to real estate exposures, because that is 
where added liquidity and de -risking are most valua ble. In the US, over half of 
securitised products apply to real estate, most of which relate to mortgages issued 
by GSEs. In Europe, the corresponding fraction is 47%, while 10% of securitised 
productsɄ underlying exposures are SME loans (Deutsche Bank, 2024). Credit to 
innovative enterprises has involved securitisation processes only to a very limited 
extent so far, but this may change as innovative securitisation models emerge; for 
example, a potential scheme targeting innovative enterprises involves IP -backed 
(intellectual property) securitisation of certain intermediariesɄ exposures, 
supported by EIB guarantees. Developing such schemes would require expanding 
the EIB GroupɄs guarantee programme. 

From our perspective, the question is: could a revival of s ecuritisation help 
improve the financing conditions of young and dynamic innovative firms? The 
answer is mixed, but on balance positive. On the one hand, companies in 
innovative sectors (IT, deep -tech, energy, health, biotech) have risk characteristics 
and life cycles that do not match well with incurring debt; equity is more 
appropriate for financing this class of producers, because balance -sheet rigidity 
induced by debt increases risk and stifles innovation. If debt finance is unsuitable 
for innovators, s o is securitised debt.  

This objection, however, is offset by three considerations. First, securitisation 
increases banksɄ balance-sheet rotation, making them more agile in their lending 
to fast -growing companies once these have proved their viability. Seco nd, even 
predominantly equity -financed firms must manage their liquidity, and credit lines 
are one instrument that allows efficient liquidity management. Banks may not be 
particularly tech -savvy, but they have, particularly in Europe, a long -established 
tr adition of supporting SMEs through stable client relationships. Granting credit 
lines lies at the core of those relationships. Moreover, innovative start -ups, if 
successful, eventually develop into larger firms that become candidates for 
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sizeable mergers o r IPOs. At that stage, strong banking relationships become even 
more important. The more firmly established they are, the more effectively they 
can support long -term trust.  

International experience also suggests that securitisation is one of the channels 
through which the financial structure becomes more ɇmatureɈ, favouring a 
transition from a predominantly bank -based system, such as that of the euro area 
today, to one in which financial markets play a greater role.  

Tranching, bundling, and distributing exp osures would make intermediaries less 
hesitant to lend to the innovative sector, counting on the possibility of 
subsequently offloading related risks. Regulatory improvements can support this 
process; for example, regulators could grant lighter regulatory risk-weighting on 
EIB-guaranteed securitised products, potentially within the DLT Pilot Regime (EU, 
2022a) or a Scale-Up Fund sandbox.  

Direct securitisation of loans to innovative companies ȿ particularly start -ups - 
may not scale immediately or meaningful ly due to their inherent credit risk and 
limited track record. A complementary avenue is to securitise standard, high -
quality assets (such as SME loans, auto loans, leases), thereby unlocking balance -
sheet capacity that can be redirected to support innovat ion. This indirect channel 
is both scalable and risk -aligned. Expanding credit to innovative enterprises 
requires a new business culture, as banks and asset managers currently have 
limited expertise in screening innovative enterprises, particularly start -ups. The 
EIB Group has already demonstrated the effectiveness of a use -of -proceeds 
approach in securitisation. In 2024 alone, according to EIB data, approximately 
ə500 million was channelled to support innovation through securitisation-backed 
transactions ( the securitised portfolios consisted of standard SME loans, but the 
proceeds were deployed in innovation). This model can be scaled further, 
embedding innovation -linked proceeds into securitisation structures to ensure 
that capital reaches the sectors most  critical to EuropeɄs future competitiveness. 

Developing a healthy relationship with the banking system therefore seems an 
essential step in improving financing conditions for the innovative sector, though 
not the only one. Other savings pools, notably ins urance companies and pension 
funds, must also be involved.  

Taking up suggestions from the financial industry, and as part of its SIU strategy, 
the European Commission has recently proposed a legislative package aimed at 
reviving securitisation (European Co mmission, 2025b). Proposals cover four 
areas. The first is a revision of the Securitisation Regulation (EU, 2017; henceforth 
SECREG) aimed at simplifying due diligence, reporting, and transparency 
requirements, thereby reducing administrative burdens and c osts. The second, 
aimed at banks and enacted through the CRR, would reduce solvency 
requirements on the retained portion of banksɄ securitisation tranches. The third 
foresees lighter criteria for including securitised products among instruments 
eligible fo r meeting liquidity requirements such as the LCR. Finally, the fourth is a 
consultation on a draft delegated act reviewing Solvency II (European 
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Commission, 2025c), proposing provisions to ɇremove barriers to investments in 
securitisation by insurers, by r educing risk factors on both simple, transparent 
and standardised (STS) and non -STS securitisationɈ. 

The Reflection Group considers these steps to be in the right direction but judges 
them insufficient to attain the stated purpose. In the reviews of Solven cy II, CRR, 
and SECREG, the central issue remains capital treatment. EU insurers currently 
face capital charges for asset -backed securities (ABS) that are 10 to 15 times 
higher than those applied to US insurers. This disparity significantly discourages 
allocation to securitised instruments. To attract insurers into the securitisation 
market, capital calibration must be revised, aligning prudential frameworks with 
actual risk and promoting a level playing field across jurisdictions.  

Prudential requirements s hould be eased more decisively to deliver meaningful 
change. Treatment should be more consistent across types of securitisation, bank 
positions, and risk -weighting approaches. The CommissionɄs proposal regarding 
the CRR promotes only certain securitisation s, whereas coherent action across the 
entire market spectrum is needed. Consistency with CRR III, which is already 
reducing capital requirements for securitisation, is also recommended. Further 
amendments should be made to risk -weight floors for positions retained by 
banks, the ɇpɈ factor used to increase risk weights for securitised products relative 
to the underlying instruments, and the provisions applying to resilient positions 
and STS securitisation. Criteria should be lightened and significantly simpl ified.  

The Reflection Group welcomes the simplification of due -diligence and 
transparency requirements proposed under SECREG, but considers that the 
creation of a new category of ɇresilientɈ securitisations and the definition of new 
administrative sanction s add complexity and administrative burden and should 
be removed. More generally, the simplification of the EU regulatory framework 
for securitisation should be pushed further to make the market more attractive 
to issuers and investors.  

Investment options for insurers and other asset managers in securitised products 
should be broadened. As noted, the Commission has consulted on a revision of 
the Solvency II Delegated Regulation (European Commission, 2025c). Relative to 
the Commission proposal, the recalibra tion of Solvency II should be further 
extended to enable insurers to scale up their involvement in securitisation. While 
the proposed amendments for STS senior tranches are welcome, the treatment 
of non -senior tranches and non -STS securitisations remains o verly conservative. 
Similarly, the proposal to increase the capital charge for insurers providing credit 
insurance on SRT (Significant Risk Transfer) transactions is inconsistent with the 
aim of reviving the EU market and should be reviewed. Equivalences s hould also 
be revisited to enable EU insurance companies to access securitisation markets 
abroad.  

A third aspect omitted by the EU proposal is the need for a market -making 
function in the securitised -product market. A well -developed market -making 
function for notes issued through securitisation would help standardise products 
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and enhance liquidity and transparency. The natural solution is for such a function 
to be performed by one or more market participants, whether banks or other 
intermediaries. These ent ities would maintain a warehouse of products, for which 
specific prudential criteria would need to be set, preferably by ESMA.  

To support the process, the EIB Group could position itself as a strategic anchor 
investor with a significantly expanded presence  in securitisation. The current 
annual allocation of approximately ə5ȿ6 billion could be increased to shift market 
dynamics more meaningfully and unlock substantial financing for innovative 
companies. By scaling up its investments in securitisation, the EI B can catalyse 
broader investor participation, especially in senior tranches where risk appetite is 
limited; shape transaction structures to embed innovation -linked use -of -proceeds 
mechanisms; and unlock balance -sheet capacity across financial institutions , 
enabling increased lending to start -ups and high -growth firms. This enhanced role 
would allow the EIB Group to act as a policy -driven capital allocator, steering 
securitisation flows towards sectors aligned with EU strategic priorities. Its role 
would no t be to intermediate markets, but to amplify impact through targeted, 
scaled investment.  

Universal banks can act not only as financiers but also as innovation 
intermediaries through accelerators and co -investment platforms. Unlocking the 
role of finance in  the innovative sector is not solely about instruments, but also 
about ecosystem partnerships that bridge venture, corporate, and institutional 
investors . 
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Recommendation 5   
The Reflection Group proposes four steps to revive securitisation  for 
specific use by the innovative company sector : 

1. Creating an EU-wide market -making platform for securitised 
products, preferably located in one (or more) financial institution(s), 
with a warehouse of products. This function would be supported by 
the EIB Group, acting as a strategic anchor investor with a 
significantly expanded footprint in securitisation. ESMA should be 
entrusted with designing the regulation of the platform and given 
authority to supervise its activities . 

2. Revisiting SECREG to amend the definition of public securitisations 
and the reporting of private securitisations to repositories. The 
creation of a new category of ɇresilientɈ securitisations and the 
introduction of new administrative sanctions would add complexity 
and administrative bu rden, defeating the purpose of the approach. 
More generally, the simplification of the EU regulatory framework 
for securitisation should be pushed further to make the market 
more attractive to issuers and investors alike . 

3. Lightening CRR for issuance of, an d investment in, securitised 
products by banks, ensuring that the treatment is consistent across 
types of securitisations, bank positions, and risk -weighting 
approaches. A specific treatment to facilitate the development of 
market -making activity by banks on securitisation notes would also 
be needed, as liquidity in this asset class is critical . 

4. Recalibrating Solvency II to enable insurers to scale up their 
involvement in securitisation. While the proposed amendments for 
STS senior tranches are welcome, the  treatment of non -senior 
tranches and non -STS securitisations remains overly conservative. 
The proposal to increase the capital charge for insurers providing 
credit insurance on SRT (Significant Risk Transfer) transactions is 
inconsistent with the aim of r eviving the EU market. Access for EU 
insurance companies to securitisation markets abroad should also 
be allowed . 
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4.G -  ENHANCING THE EIB GROUP ROLE IN VC AND 
SECURITISATION  

The European Investment Bank Group (ɇEIBGɈ or ɇEIB GroupɈ), made up of the EIB 
and the EIF, is the largest provider of VC financing in Europe. The EIF is the 
subsidiary of the EIB dedicated to financing SMEs. Both entities play a key role in 
financing venture capital -backed companies, either by financing companies 
directly (EIB) or v ia intermediaries (EIF).  

In the innovation arena, the EIB provides growth capital in the form of 
venture/scale -up debt funding (supported by public guarantees, for example from 
the European Commission) to fill the financing gap between traditional venture 
capital and project/corporate finance, with a focus on cleantech, life sciences, 
deep-tech, and digital. Since introducing the EIB Venture Debt financial product 
almost ten years ago, the EIB has financed close to 300 companies with around 
ə6.8 billion. The EIB also acts as an advisor to the European Innovation Council, 
introduced by the European Commission under Horizon Europe with a budget of 
ə10 billion. The EIC supports game-changing innovations with grants and equity 
participations throughout the compa ny life cycle, from early -stage research to the 
financing and scale -up of start -ups and SMEs. 

The EIF plays a major role in the venture capital market, acting as lead investor 
and mobilising private investment. It prioritises cross -border venture capital 
firms, helping to unify EuropeɄs fragmented venture capital markets and fostering 
a cohesive pan -European venture capital environment. According to EIB (2024a), 
ɄOver the past ten years, EIF commitments have averaged 10ȼ15% of total venture 
capital fundrais ing, and about half of public venture capital funding in Europe 
(including the United Kingdom). The EIF supports 40ȼ50% of venture capital-backed 
start -ups in Europe in a typical yearɅ. 

The EIB Group and several EU member states launched in 2023 the Europe an Tech 
Champions Initiative (ETCI) to finance growth equity funds which in turn invest in 
European technology companies in the ɇscale-upɈ phase. With ə500 million from 
the EIB Group and contributions from Germany, France, Spain, Italy, Belgium, and 
the Netherlands, the initiative has total capital of ə3.85 billion. In 2025, a new 
programme, TechEU, was launched to finance technology firms, expected to 
provide ə70 billions of finance (mobilising ə250 billion) over a three-year horizon. 
Under TechEU, the EIBG intends to considerably increase investment focused on 
the innovative and technological sector. As a result of these programmes, the EIB 
GroupɄs mission of supporting investment in the European Union has been 
considerably strengthened in the direction of  supporting innovative firms.  

The EIB Group supports companies throughout their life cycle, with different 
instruments and modalities depending on the firmɄs stage of development. As 
shown in the Figure  29, the EIF tends to concentrate on the early stages of a firmɄs 
life, supporting indirectly, as a fund of funds, from birth to early growth. At a later 
stage, the EIB may intervene directly, with both quasi -equity and debt 
instruments, when the firm may be considering or actively preparing to raise 
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capital on the market. Moreover, EIB assistance extends beyond financing, for 
example through technical assistance and financial advice. It does not replace 
advice or other support that may be provided by profe ssional advisers or national 
promotional institutions . 

Figure 29: EIB Group support throughout a companyɄs lifecycle. 
 

Source: EIB (2024a). 

In spite of  these significant actions and other support from national public and 
private sources, evidence suggests that financial constraints still hamper the 
development of EU innovative SMEs. It is therefore worth exploring whether the 
EIB Group could contribute f urther to supporting EU innovative firms from the 
financial side. Two points need to be kept in mind. First, as we have seen, EU firms 
tend to face financing constraints at the scale -up stage more than at the start -up 
stage. At that point, the efforts of t he EIB Group to establish pan -European large -
scale equity vehicles like the ETCI, managed by the EIF, are extremely relevant but 
probably not sufficient. If European companies are to receive financing at a 
sufficient scale, efforts should focus on creating  favourable financing conditions 
at that stage of the companyɄs life cycle. On the other hand, the EIBG does much 
more than finance; its role also involves channelling private investment (ɇcatalytic 
roleɈ). 

Historically, a main avenue through which the rol e of the EIBG has been expanded 
has been capital increases. The last capital increase approved by the EIB 
Governors, amounting to ə10 billion, dates back to 2013. The EU economy and the 
structure of its financial sectors have changed considerably since the n. 
Investment requirements have increased even more, driven by the multiple 
transformations the continent is undergoing: digital transformation (including AI), 
decarbonisation, defence, pressures on the health sector, and others. All these 
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areas have a significant innovation component.  Although there may be a 
theoretical case for a new capital increase, consultations with the relevant parties 
indicate that this is not presently required, since capital availability does not 
appear to constrain EIB operation s. 

A second option is leverage increase. The EIBɄs gearing ratio was recently raised to 
290% from 250%, allowing the institution to undertake the new initiatives in the 
innovation space referred to above. A number of observers have recently called 
for the EIB to take more risk onto its balance sheet (Demertzis et al., 2024; 
Paduano, 2025). The factor constraining the EIBɄs balance sheet is its relatively 
high level of equity exposure. While the latest adjustments to the statutory 
gearing ratio created room for the EIB Group to expand its activities, the need to 
preserve its AAA rating suggests caution in further leveraging the BankɄs capital. 
As an alternative, especially for equity activities, the EIB Group could explore 
pursuing more off -balance -sheet stru ctures like ETCI, including through private -
sector fundraising. In this context, the EIB Group could also act as a federator of 
national initiatives, as domestic measures alone would not be sufficient to 
address issues at a European scale in a global conte xt. 

Another promising avenue for expanding the role of the EIBG would be to develop 
areas where the Group already has established expertise, without requiring a 
major change in the capital structure. The EIB Group could further benefit from 
mandates based on the EU budget, especially under the European 
Competitiveness Fund in the next MFF (Multiannual Financial Framework), which 
should provide substantial risk sharing to the Group and enable continued 
engagement in riskier projects. This would include the s upport the EIB Group 
would provide to securitisation by acting as anchor investor in support of the 
private securitisation market -maker (Section 4.f ). 
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Recommendation 6  
1. EIBG should have preferential access to the new saving and 

retirement accounts discus sed in Sections 4.b and 4.c. The 
preferential access should come with incentives to invest in pan -
European products and investment schemes, such as the ones 
deployed by the EIBG itself. Prudential and tax regulations would 
reserve favourable treatment for individuals and institutional 
investors subscribing to EIBG products. Incentives would help 
ensure that resources do not remain predominantly locked in bank 
balance sheets or in traditional investments such as government 
bonds, but are channelled to the in novative sector through EIBG -
sponsored funds .  

2. EIBG should support the creation and the operations of the 
securitisation platform discussed in Section 4.f, acting as a strategic 
anchor investor with a significantly expanded footprint in 
securiti sation ȿ see Recommendation 5.1. The platform, set up by a 
private intermediary, would act as central counterparty for 
transactions in a range of securitised products with banks and other 
intermediaries, helping guarantee reliable pricing for standardised 
products wi th moderate and stable bid ȿask spreads . 

3. As mentioned in subsection 4.e, EIBG could use its experience to 
support ESMA in its effort to harmonise and improve custodian 
services relating to securities issued through EURIPO. In that role, 
the institutions wou ld maintain a register guaranteeing the location 
of securities, help ensure efficient and secure transfers of securities, 
and establish ɇpricing standardsɈ which CSDs would be encouraged 
to follow .  
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5.A ɷ DIAGNOSIS AND STRATEGY 

The six proposals outlined in the previous section cannot, by themselves, 
constitute an endpoint of a comprehensive reform of EU financial markets, for 
several reasons.  

First, innovative firms are an important but limited part of the economy. Precise 
measures depend on sectoral definitions and metrics; rough estimates for the UK 
(Darley, 2025) suggest that  the innovation ecosystem has reached a value of 1.2 
trillion US$, around one third of stock market capitalisation. This is surely greater 
than in the EU. Moreover, the six proposals do not address the fragmentation of 
the EU financial structure from a reg ulatory and supervisory perspective. Even if 
implemented in full, they would not fundamentally alter the status quo in this 
respect. A third reason is that, without completing the reform, even the gains 
achieved in facilitating the financing of innovation would be at risk of erosion. 
These gains ultimately depend on the establishment of a market -oriented, area -
wide financial environment and culture. If progress remains confined to a specific 
sector, a niche of the broader economy, it is unlikely to be susta inable.  

This report does not go as far as proposing a detailed reform of the financial 
sector. However, the Reflection Group devoted part of its discussions to that 
reform and concluded that it should cover three areas.  

One is the regulatory  side, meaning that EU enterprises should be able to operate 
efficiently across the area in all dimensions (including but not limited to financing) 
under a single, country -blind, streamlined, and transparent set of rules. The 
rulebook should be directly applicable throug hout the Union without duplicating 
national rules or creating additional administrative burden. It should also cover 
judicial and enforcement dimensions, so that once fragmentation is removed 
from the norms, it does not reappear in their implementation.  

Among the possible approaches for designing the rulebook, the Reflection Group 
supports the choice already made by the European Commission of drafting a 
newly designed set of rules (the ɇ28th regimeɈ) that companies can opt into as an 
alternative to national  ones. As an alternative to harmonising national legal 
systems, introducing a separate opt -in regime has several advantages. It bypasses 
the complexity and compromise inherent in merging multiple legal systems; it 
avoids the need to supersede national legi slation, instead allowing it to be 
gradually overtaken through free choice; and its inherent flexibility allows it to be 
designed more freely, better approximating the ideal, though compromises are 
likely to arise here too.  

The second dimension is supervisory. Financial supervision includes not only 
oversight of the application of norms, but also an element of ɇsoftɈ normative 
power (secondary ruling) bridging the gap between higher -level norms and 
concrete cases. A single rulebook cannot function as such w ithout a single 
authority supervising it. A collection of national authorities, even with an effective 
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central coordinator, cannot perform equally well. It is therefore imperative that, 
eventually, perhaps gradually, the EU has a single market authority. S ome 
elements of the six proposals move in this direction: for example, the 
recommendation that ESMA take responsibility for supervising the new IPO 
instrument and related post -trading services, or certain aspects of the 
securitisation platform. These are i nitial steps; more will need to follow. It is 
important to have clarity from the outset on how that authority should be 
designed. The mandate of a prospective European market supervisor must 
properly balance prudential and competition elements, with a view  to facilitating 
access to capital by EU companies. Particular attention should be given to the 
experience and practices of countries with well -developed financial markets (see, 
for example, FCA, 2024).  

The third area is informational . A market is an infor mational structure as much as 
it is an operational one; an opaque market is not fully a market. Initiatives 
providing EU companies with business information already exist, as mentioned 
below, but significant informational gaps remain. A specific element un der the 
same heading is financial education: making individuals aware of the 
consequences they face when they invest. Financial -education structures lend 
themselves well to partnership between the public and private sectors and 
require some institution bui lding.  

The rest of this section sets out some ideas in these three areas .   
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5.B ɷ A COMPREHENSIVE 28TH REGIME FOR COMPANY AND 
SECURITIES LAW 

In January 2025, the European Commission stated in its Competitiveness Compass 
documentation its preference for Ʉ... a 28th legal regime to make it possible for 
innovative companies to benefit from a single, harmonised set of EU-wide rules 
wherever they invest and operate in the single market, including any relevant aspects 
of corporate law, insolvency, labour and tax lawɅ (European Commission, 2025a). 
Following that, the Commission launched a consultation with industry and other 
stakeholders. As we write, the Commission services are reviewing the responses. 
Here we are guided by the views expressed by the Reflection Gr oup members, 
some of whom contributed to that consultation.  

A key choice concerns the boundaries of the 28 th regime: whether it should cover 
all dimensions of companiesɄ activities or just the financial side; whether it should 
apply to all sectors of the e conomy or only to the innovative ones; whether it 
should embed graduality of implementation and in what form; and how ambitious 
it should be.  

The predominant view from legal experts is that the 28 th  regime legislation should 
be comprehensive, avoiding sect oral boundaries that are difficult to define in 
principle and even harder to maintain in practice, but modular . It should 
encompass all sectors and all dimensions of company law, while being designed 
with the additional needs of the most dynamic and high -productivity sectors in 
mind (Sanders, 2025; CEPS, 2025). The modular format also implies that staggered 
implementation is possible.  

The Reflection Group adopts the modular approach by suggesting that a few 
ɇfeasible stepsɈ be undertaken up front, creating the nucleus of the future 
comprehensive financial market structure. The rest of the construction would 
then build on and complete these initial steps. The 28 th regime should include 
provisions in the following areas : 

ɦ Business practice (contracts, governanc e). 
ɦ Securities and markets .  
ɦ Insolvency . 
ɦ Taxation . 
ɦ Human resources . 
ɦ Jurisdiction and enforcement . 

More specifically , the 28 th regime should build on the following guiding principles:  

1. Types of companies: all main company types existing in national legislation  
should be included, in particular private limited liability companies , public 
companies and partnerships.  

2. Transition to the new company types: conversion of existing companies into 
the new European types should be facilitated, as well as the us e of European 
types for newly created companies; all economic sectors and nationalities 
should be admitted on an equal basis .  



FEASIBLE STEPS TO FINANCE INNOVATION IN EUROPE 

 98 

3. Efficient corporate governance: rules regarding governance should satisfy 
efficiency and transparency criteria designed for multi national companies, 
including systematic online proceedings .  

4. General recognition: companies registered in one member state would 
automatically be registered in all member states; authorisations granted in 
one member state should apply EU -wide . 

5. Country-blind: no provision or act should depend on country -specific 
characteristics such as the nationality of establishment, the location of 
business, or the citizenship of the individuals involved .  

6. Prudential framework : the 28 th regime should include prudential p rovisions on 
minimum capital, reserves, dividend policies, and the fitness of managers 
and administrators, leaving secondary norms to the supervisor or other 
authority competent for second -level legislation . 

7. Continuity: provisions and institutions created earlier to promote the 
financing of innovative enterprises should be encompassed and extended as 
appropriate; continuity with national norms should be favoured where 
possible .  

8. Cross-border mobility : intra -EU mobility should be facilitated in all dimension s: 
establishment, conduct of business, human resource management, 
exchange of information, financing; extra -EU mobility should be granted 
where consistent with EU objectives . 

9. Insolvency: a dedicated, expeditious, and simplified insolvency framework 
should be included . 

10. Taxation: a dedicated system of taxation should be included, from which 
member states would benefit pro -quota .  

11. Simplification : speedy authorisation (including silent consent after a 
maximum lapse) should be granted; all administrative require ments should 
use standard templates in English . 

12. Securities and financial markets: seamless access to multi -country savings 
pools, issuance platforms, and custodian and post -trading services should be 
granted to all investors . 

13. Digitalisation : the 28 th regim e should operate through digital access points for 
registration, authorisations, legal structure, identity and signatures, 
governance checks, controls, debt and share issuance, reporting, accounting, 
wind -up, and bankruptcy . 

14. Employment policies: the 28 th regime would include a single human -resource 
framework regulating mobility, remuneration, and retirement provisions and 
benefits, including tax -friendly ESO provisions . 

15. Jurisdiction and enforcement: controversies would be settled through a single 
competent jurisdiction, based on directly applicable EU legislation and pre -
identified national courts; enforcement would rely on national structures . 
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5.C ɷ TOWARDS A EUROPEAN SECURITIES AND MARKET 
SUPERVISION 

Of all proposals to reform EU capital markets put forth in recent years, none has 
attracted more opposition than the idea of centralising supervision at European 
level. Organised resistance reached a peak in April 2024, as the first von der Leyen 
Commissio n was nearing its end, when thirteen member states (Austria, Bulgaria, 
Croatia, Cyprus, Czech Republic, Estonia, Ireland, Latvia, Lithuania, Luxembourg, 
Malta, Romania, and Slovenia) coalesced to block a proposal by France and a few 
others to, among other things, concentrate supervisory powers in ESMA (see, for 
example, Financial Times, 2024). Little has changed since then; Germany, 
previously sitting on the fence, appears to have warmed to the idea, but firm 
opposition remains, especially among smaller cou ntries.  

That opposition is not unfounded. One valid argument is that, since supervisory 
authorities already exist in each member state, a new authority risks increasing 
bureaucracy and introducing additional layers of control on top of those already 
in pla ce. Complaints about duplication and bureaucracy have occasionally been 
raised also in relation to the SSM, the banking supervisor created in 2013 ȿ14. 
Defenders of the status quo argue that the current system, based on voluntary 
coordination within supervi sory colleges with light oversight by ESMA, works well 
and does not need fixing. However, experience in the banking sector clearly shows 
that voluntary coordination may seem adequate in tranquil times, but in a crisis 
only a strong central supervisor acts with sufficient consistency and speed. The 
success of the SSM in repairing euro area banks after the crisis and creating the 
conditions for their current resilience is now almost universally recognised. 
Another concern often, though not always openly, rais ed against single market 
supervision is that a European authority might be dominated by larger member 
states and overlook the interests of smaller ones.  

Any new proposal must take these arguments seriously. The proposals put forth 
in this report, however, are less vulnerable to the above concerns than earlier 
ones. First, centralised supervision is not one of the proposed ɇfeasible stepsɈ; 
ESMA would only upgrade its role in certain areas where simplification and area -
wide consistency are specifically neede d. The process would be gradual, not one -
off; the new authority would assume its role progressively, with timing and scope 
aligned to the need to rationalise the overall supervisory structure. Second, the 
28th regime offers a natural way to keep the roles of the centralised market 
supervisor distinct and limit the risk of overlap; the European supervisorɄs 
jurisdiction would primarily focus on subjects and instruments belonging to that 
regime. National authorities could retain responsibility mostly vis -à-vis domestic 
intermediaries and asset categories. Third, the supervisory role of the European 
authority would not extend to other areas covered by the 28 th regime (taxation, 
human resources, insolvency, etc.).  
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In sum, the Reflection Group supports a gradua l and pragmatic transition of 
supervisory responsibilities to an EU -wide market supervisor. as part of the 
reform process. For it to possess the necessary characteristics, the following 
guidelines should be adhered to : 

1. Supervisory model: the model should be a mix of ɇtwin peaksɈ and functional, 
with the authority responsible for both the stability and efficiency of financial 
instruments, institutions, and markets (excluding prudential supervision of 
credit institutions ).  

2. International cooperation : the EU supervisor would have sole responsibility 
for relations with global (non -EU) market regulators, coordinating with them 
to promote stability and efficiency in global financial markets in normal and 
crisis times . 

3. EU-level exclusive competence: the supervisor  would hold exclusive 
competence for monitoring compliance with the EU 28 th regime for capital 
markets, institutions, and instruments . 

4. Governance: the supervisor would be managed by an independent Board 
composed of individuals of recognised competence and standing in financial 
and relevant institutional matters; a separate structure would ensure liaison 
with national market authorities . 

5. Independence: the supervisor should be independent from external 
influence, including politics and the financial industry;  it would be 
accountable to the European Parliament and also report to the Council . 

6. Relations with national supervisors: the supervisor would liaise with national 
authorities, which remain competent for domestic markets, institutions, and 
instruments, avoi ding overlaps and ensuring cooperation in respective roles . 

7. Institutional mandate and  focus: the supervision authority should properly 
balance the prudential and competition elements, with a view to facilitating 
access to capital for EU firms in line with international best practices. It would 
be attentive to promote the competitiveness and medium -to -long-term 
growth of the EU economy and financial sector.  

8. Implementing standards:  unless a separate regulator is established, the 
supervisor would issue impleme nting standards guiding financial institutions 
and other market participants in applying relevant EU legislation . 

9. Level playing field : supervisory decisions would be merit -based and country -
blind, ensuring equal treatment of all instruments, markets, and i nstitutions, 
regardless of EU country of registration  or operation .  

10. Simplicity and proportionality:  supervisory acts would be guided by simplicity, 
clarity, and proportionality, constantly striving to limit the compliance burden 
on supervised entities to the minimum necessary . 

11. Communication: the supervisor would follow high standards of 
communication efficiency and clarity, developing appropriate publications, 
analyses, public events, and press contacts . 
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12. Funding: Supervisory activity of the EU authority sh ould be conducted in a 
cost-effective and prudent manner; contributions accruing to national 
supervisors should be scaled down accordingly, with a view to reducing the 
overall supervisory burden . 

5.D ɷ ENHANCING FINANCIAL INFORMATION AND EDUCATION 

A reform ed financial market structure such as the one sketched in this report 
would need to be supported by initiatives aimed at developing financial 
information and education to levels beyond those existing today. A detailed 
design of such initiatives goes beyond  the remit of the Reflection Group; 
recommendations in this area can therefore only be tentative.  

It is important that two areas are covered: financial information  and financial 
education. The first refers to ensuring that businesses and individuals engagi ng in 
financial market activities in all functions ȿ as investors, intermediaries, market 
makers, custodians, advisers, and so on ȿ have at their disposal efficient (hence 
largely online) sources where the information they need is readily available and 
accessible. Financial information is especially, though not exclusively, required by 
professionals. Financial education, by contrast, consists of providing non -
professional individuals and households, especially less sophisticated ones, with 
the knowledge the y need to make correct financial decisions, aware of the 
options, advantages, and risks available to them. While the two areas of 
knowledge differ, the channels through which they are disseminated may partly 
overlap.  

The EU has already undertaken several initiatives to enhance online information 
ȿ including financial information ȿ for citizens and businesses. SOLVIT, an online 
platform, supports individuals and businesses with problems encountered when 
dealing with pub lic authorities within the EU internal market. Your Europe Advice 
is another platform, set up by the European Citizen Action Service (a non -profit) 
on contract with the European Commission, through which citizens and 
businesses can obtain legal advice on t heir rights in the EU internal market 
(European Commission, 2025f). The ɃYour EuropeɄ portal, the entry point to the EU 
Single Digital Gateway, provides information to businesses on issues they may 
encounter when operating cross -border within the EU (Europ ean Commission, 
2025g). The Digital Services Programme offers co -funding to projects in areas 
including supercomputing, AI, and cyber (European Commission, 2025e). The 
digital services sector has recently been codified in the EU Digital Services Act 
(2023), whose focus, however, is more on safeguarding the integrity of online 
information across fields than on strengthening business -specific information, 
with a view to promoting a ɇsafe, predictable and trusted online environmentɈ (EU, 
2022b). 

As is clear from this list, the menu of available sources is rich but unfocused and 
not directly targeted at capital markets. A recent CEPS paper, a Europe -based 
thinktank, on the 28 th regime and its informational requirements concluded that 
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ɇ... SOLVIT does not appear to be fully effective in addressing the needs of merchants 
for cross-border physical and vertical commerce among the Member States. An ex-post 
evaluation is urgently needed...Ɉ and ɇ... it is not possible to judge today whether [the 
Single Digital Gateway] is fully effective in addressing the underlying problems. Real 
surveys and tools need to be put in placeɈ (CEPS, 2025). The Reflection Group holds 
the view that, as a complement to financial market reform, a survey of the 
effectiveness of available inform ational tools and how to reorganise them is 
needed, focused on the needs of the financial industry and supported by it.  

Financial education is equally critical. It matters for several reasons (for example, 
its role in improving the functioning of monetary policy has recently been 
emphasised by Schnabel, 2025), but is particularly important when considering 
ways to strengthen access to risk capital by offering individual investors new 
savings and retirement instruments more exposed to it. According to 
Eurobarometer (2023), only 18% of EU citizens have a satisfactory degree of 
financial knowledge; in the US the score is higher, at 54%, though the measures 
are not directly comparable (Pew Research Center, 2024). In recent years, 
attention to the need for enhanc ed financial education in the EU has increased, 
and several initiatives have been undertaken.  
Financial education is an area that can greatly benefit from cooperation between 
the private sector, governments, policy institutions, and academia, including 
schools. The Reflection Group encourages such cooperation; its members are 
ready to participate in joint efforts, if well designed and with a clear European 
imprint. Bocconi University has developed its own financial education platform, 
the Financial Educatio n Lab (FEL) (see Bocconi University, 2025), presently aimed 
mainly at the Italian public. Bocconi is available to participate in European 
initiatives aimed at developing similar platforms at EU level . 
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This report is structured around two principal pillars. The first comprises six ready -
to -implement proposals designed to mobili se capital toward innovative European 
enterprises and to establish the financial ecosystem necessary for their 
development and sc ale-up within Europe. Some proposals focus directly on 
channelling investment into firmsɄ growth and competitiveness, while others aim 
to reduce financial fragmentation and the cost of capital across European 
jurisdictions.  

The second pillar addresses issu es intrinsically linked to the formation of an 
integrated capital market, including centralised supervision, the proposed 28th 
regime, and enhanced financial information and education. The Reflection Group 
recognises the complexity of this undertaking and considers that a coherent set 
of concrete, coordinated, and feasible steps constitutes the most effective means 
of strengthening European sovereignty and revitalising competitiveness in the 
region.  

The Reflection Group further believes that progress is mor e likely to be achieved 
through a bottom -up approach rather than a top -down strategy, the latter being 
prone to dispersion and political obstacles that risk resulting in stalemate. The 
proposals advanced in this report can open the way to subsequent long -term 
developments aimed at realising a fully -fledged capital markets union.  

This report is grounded in pragmatism: it is based on the belief that imperfect 
advance is preferable to stagnation. Progress, if found to be flawed, can be 
improved. Perfection is rarely achieved, and never in one step.  

In the same spirit, while the six proposals are complementary and synergistic, 
even partial implementation would be helpful. A few EU members can move 
ahead; a group of financial institutions with a shared vision and  sufficiently large 
reach can coalesce to make some proposals a reality. This is especially true for 
initiatives that do not require regulatory changes but rely on market initiative.  

As Reflection Group members, we understand our suggestions are not perfec t 
either. This work was carried out under time constraints. It is partly the result of 
compromise, though the degree of consensus around our virtual table was 
remarkable. There is considerable room for improvement, refinement, 
clarification, and adjustment . 

Beyond this report, we remain available to provide more information and to 
continue the discussion . 
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Figure 1: Decomposition of Total VC Investment Flows in the EU by Sector.  

Source: Own elaboration on Dealroom.co data, 2025 . Note: Sectors are classified according to Dealroom.coɄs 
taxonomy.  

Figure 2: Total Number of Innovative Firms in the European Union by Country 
(1999-2025). 

Source: Own elaboration on Dealroom.co data, 2025.  Note: HQ based in the European Union.  
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Figure 3: Top 10 EU Countries by Number of Innovative Firms (1999 -2025). 

Source: Own elaboration on Dealroom.co data, 2025.  Note: The number represents the total amount of firms 
headquartered in each country.  

Figure 4: Top 10 EU Countries by Number of Unicorns (1999 -2025). 

Source: Own elaboration on Dealroom.co data, 2025.  Note: Firms whose HQ is based in the European Union  
and with a market value higher than ə1 billion.  
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Figure 5: Firms Total Capitali sation  in the EU by Firm Segment Value, USD (1999 -
2024). 

Source: Own elaboration on Dealroom.co data, 2025.  Note: Market capitalisation refers to July 2025 . 

Figure 6: Venture Capital Investment Breakdown by Investor Location (2010 ȿ
2024). 

Source: Own elaboration  on Dealroom.co data, 2025.  






















































