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Market Commentary on the Q3’2024 Results Season:

Taking a More Constructive Outlook for 2025?

Against the backdrop of the run-up to the US presidential elections, escalation of geopolitical
tension in the Middle East, Ukraine, the Korean Peninsula and the South China Sea, a record year
of higher temperatures and floods in Europe and a long-announced fiscal stimulus in China,
senior management largely opted to take a “constructive outlook” (Ted Pick, CEO of Morgan
Stanley)' during the current Q3’2024 reporting season and repeatedly reiterated that they will
“focus on what we can impact” (Borje Ekholm, CEO of Ericsson).” Given more benign economic
statistics across both sides of the Atlantic," with the current debate in the US ranging between a
“soft landing” and “no landing” (Jeremy Barnum, CFO of JPMorgan)," it has been the “softness in
consumer behaviour” (David Solomon, CEO of Goldman Sachs) which has puzzled corporate
executives as the festive season is approaching fast.” In turn, after a number of large technology
companies had disappointed the arguably very high market expectations in new Al applications, it
came to a repeated tech stock sell-off in recent days (as it did exactly three months ago)."

With many companies having downgraded their Q4’2024 guidance at a short notice (ASML,
Philips, Mercedes Benz, Volkswagen) and providing a patchy outlook for 2025 at best, the current
investor scrutiny circles around the following key themes: 1) the implications of a low or even “no-
growth 2025” for mid-term guidance in 2026-27;"" 2) further variable and fixed cost optimisation
reaching limits and raising a more serious question mark about the viability of strategy;"" 3) with
volumes and mix being adversely affected the investor focus on pricing continued, with some of
the larger European industrials still remaining positive (ABB, AkzoNobel, Trelleborg);* 4) the
exposure to both North America and China has become a strategic theme during investor and
analyst enquiry;* and 5) while shareholder value and capital allocation priorities have clearly
regained in investor importance, the interest in M&A activity has grown disproportionately.”

With these topics in mind, we start first with a discussion of the US dominance in global capital
markets as the European Union got arguably stuck with its Capital Market Union. A similarly
pressing issue is the diminishing investor enthusiasm about ESG — at least in its current format of
target setting and rankings for individual companies instead of reshaping entire markets — as was
also notable in recent Investor Days we had followed (BASF, DHL Group, Roche, Telia,
TotalEnergies, Tecan). As the current climate crisis, demographics and trade sanctions had a
severe impact on agricultural businesses, we include a special case study with a closer
investigation of companies ranging from seed production to fertilizers. This will be complemented
by a section on health and nutrition concerns, which is of growing interest not only to ESG
investors. As companies have reviewed their supply chains in the wake of the Corona pandemic
and US-China trade sanctions, we provide another case study on nearshoring in Malaysia and
Vietnam (following our analysis of Mexico earlier this year). Finally, we finish with a short section
on human rights abuses, which not only follows neatly the supply chain debate on China, but also
raises the bar further for companies’ claim of being a good corporate citizen.



US DOMINANCE IN GLOBAL CAPITAL MARKETS

In our case study on international stock exchanges in February 2024, we had shown that
technology and data have now become the major battleground, with European bourses including
London having massively lost out against their US-based counterparts in terms of new issues and
capital raising. With US equities accounting for almost 70% of the MSCI World Index, European
companies have increasingly opted for a listing and/or moving their primary listing to Nasdaq or
NYSE, as valuations in the US are generally higher and US fund managers prefer to trade in US-
dollars, which was still an ongoing discussion theme during Q3’2024 analyst Q&A (Nestle, bp).

Since our last analysis, US markets have moved to faster T+1 trading cycles (closing a trade within
one single day), speeding up settlement and reducing funds that brokers require for collateral,
with Canada having followed suit.X! At the time of writing, the UK has announced its intention to
transition by year-end 2027, Switzerland is keen to coordinate with the UK and EU while the EU is
still exploring without having announced a firm commitment to a date.X Clearly, as long as the EU
is not following suit, there will be price differences and arbitrage opportunities that smart
investors know how to take advantage of. Greater efficiency through speeding up settlement,
increased liquidity and enhanced risk mitigation will provide another competitive advantage to the
US trading system and will ultimately further cement the US dominance.V

With this and other financial plumbing problems in mind, the discussion about a deeper capital
markets union has been reignited across Europe — an initiative which has been stalled for a decade
— with a particular focus on the private sector to revitalise securitisation, reforms of Solvency II,
the venture capital ecosystem and even recalibrated sustainability rules for funds.*¥ Despite
significant progress via regulatory measures for a single market (“consolidated tape” for single,
real-time EU trading data, the Listing Act and the European Single Access Point), withholding tax
procedures, insolvency laws and central clearing as well as supervision remain controversial issues
where particularly smaller markets pursue vested interests.”"!

DIMINISHING ESG INVESTOR ENTHUSIASM

We have written about the ESG investor controversy before but more substantial academic
research has now been published, which is “questioning the founding ideas and dominant
approaches in the corporate sustainability movement”, claiming that the “majority of businesses,
and the ecosystem of advisors and advocates” are in fact contributing to the problem.®" The main
hypothesis in this debate is that we need to go “beyond setting targets and making commitments
for individual company change” and create “thriving markets for climate-neutral, nature-positive
and circular products” instead. One key argument in favor of this new approach are the huge costs
for the green transition, seeking not only the rapid redesign of markets but also incentives and
wider business regulation to provide the private sector with a viable transition pathway. !

At a company and investor level, two major developments have happened over the last year: a)
companies have started to pull back from green targets, often pointing to political and regulatory
factors outside of their control, becoming increasingly reluctant to build climate targets into their
debt structure;* and b) clients of ESG funds have reportedly withdrawn net $40bn by May 2024
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alone, as poor performance, scandals and attacks from US Republicans impacted investor
enthusiasm, which fund managers often compare with the dotcom hype 20 years ago.”™ The 2024
AGM season provided further evidence of lower investor support for ESG themes, notably in the
US. > While there is no doubt about the rapid climate change and the continuing investor interest
in sustainability, especially in Europe and the UK, ESG as a marketing tool — both at company and
investor level — requires a major rethink, preferably with a strategy to compete and win within the
green transition while putting aside the legitimate concerns about greenwashing

CASE STUDY: AGRICULTURAL BUSINESS

Over the last few months, we have closely followed various agricultural businesses and the
fertilizer industry, as not only severe drought, wildfires and floods had its impact on yields, but
also the two “black swan” events (pandemic, war in Ukraine) hugely undermined profitability,
leading to further structural changes in what is essentially a politically highly protected industry. >V
While livestock production remains the largest source of human-caused methane emissions, the
lobbying effort of meat and dairy industries has not only succeeded in continuing the “agricultural
exceptionalism” *¥ with governments around the world spending reportedly $520bn on annual
agricultural subsidies, but little progress has been made in reducing the meat consumption in high-
income countries.®™ There are early signs of changing consumer behaviour, but it is not clear to
what extent this is more due to the current cost-of-living crisis than a truly alternative “global
multi-protein platform” (Gilberto Tomazoni, CEO of JBS SA). Vi

In addition, the agricultural business remains one of the last sectors not facing the binding limits
on its carbon emissions, being not covered in the EU’s emissions trading system and exempted
from a programme to reduce methane emissions in the US.*i This is of a particular concern given
the first evidence by leading climate research institutes that higher temperatures have increased
both food and headline inflation in recent years which, if the warming continues at the same pace
by 2035, could amplify food inflation in Europe by 30-50%.%* Among fertilizer companies, there is
clearly a race for “climate resilience of the portfolio” (Robert Scott, CEO of Wesfarmers),** with
various claims of being the “first mover in low carbon supply globally” (Chris Bohn, COO of CF
Industries),”™ though portfolio restructuring towards green ammonia and methanol has only
started (OCI Global).**" The other big challenge for the industry is the cost of energy supply,
where particularly US companies are now heavily competing with hyperscalers and Al start-ups.

HEALTH AND NUTRITION CONCERNS

Within the broader ESG investor debate, and following on the above discussion, there has been a
strong campaign to call on food companies such as Nestle, Unilever and Kraft Heinz to improve the
health component of their portfolios as professional fund managers have become increasingly
concerned about the close link between bad diet and chronic health conditions such as heart
disease and obesity. Institutional investors have even put forward resolutions at AGMs to force
companies like Nestle to shift the balance of its total sales towards healthier food options. i
Being challenged at the Q3’2024 analyst call, the new CEO of Nestle, Laurent Freixe, pledged the
company’s “role in nutrition” being a focus on “affordable and healthy food, longevity and weight
management” v



Arguably, the debate about food and public health has been reignited through growing concern
about the health impact of ultra-processed food (UPF), with the US and the UK consuming over
50% of total energy intake through UPF, and European countries such as Spain and France still
exceeding 25%, according to various studies between 2015 and 2021 Naturally, the industry
has responded with a ferocious campaign against regulation, notably against labelling and taxation
of “junk food” high in calories, with the US food and soft-drinks’ related companies having
reportedly spent $106mn for lobbying in 2023, which is almost twice as much as the tobacco and
alcohol industries combined.

Ironically, recent EU regulation on deforestation as well as existing strict rules on EU food and
agriculture, including complex packaging and labelling requirements, have been decried by other
agricultural exporters such as Australia and New Zealand as European protectionism (GMO for
soyabean and maize, growth hormone for beef, chemical washes for chicken meat), and seem to
reflect to what extent green campaigners often exaggerate and distort issues, with direct impact
on growers of coffee and cacao, palm oil and other crops in developing countries.**Vi

NEARSHORING IN MALAYSIA AND VIETNAM

With escalating trade sanctions between the US and China and tariffs on foreign exports being one
of the major campaign issues in the run-up to the US presidential elections, more resilient and
diversified supply chains have come back on the radar screen of institutional investors. Having
very much become a playball in this geostrategic game between the two economic and military
superpowers, European companies have increased their efforts in reducing their overreliance on
Chinese goods in certain areas, with the decoupling having often gone more to Chinese-built
factories in alternative overseas manufacturing hubs such as Malaysia and Vietnam. i To be
clear, as export and production statics for China have shown, and we had heard during Q3’2024
analyst Q&A,*ii China has become more important to the rest of the global economy, with
“nearshoring” implying more geographical shifts in cross-border trade than deglobalisation. >

For over 50 years, Malaysia has been at the back end of the global semiconductor manufacturing
supply chain (packaging, assembling and testing chips), but it not only has ambitions to move up to
the front end (wafer fabrication, integrated circuit design), but also has received investments from
the likes of Micron, Intel and Infineon over the last two yearsX At the same time, Chinese
companies have shifted production to countries like Malaysia and Vietnam to avoid US tariffs in
recent years,X" with heavy lobbying at the highest state level X As we had observed in our
previous analysis of nearshoring in Mexico, Chinese companies have heavily invested in so-called
“connector countries” (lreland and Hungary in Europe, Malaysia and Vietnam in Asia) to
circumvent protectionist measures and enter Western markets through the back door, ¥l with
Singapore having received a disproportionately high share from Chinese companies to set up a
subsidiary or incorporate in the city state XV

Similarly, Vietnam has been an important manufacturing hub for companies like Samsung and
Foxconn so far but is has struggled to attract investments in higher-value, high-tech industries as
foreign investors remained deterred by a shortage of skilled labour and concerns about stable
power supply. Since the beginning of 2024, however, the CEOs of Apple and Nvidia (Tim Cook and
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Jensen Huang) have visited Vietnam and shown interest in the wake of special deals being offered
on land lease fees, corporate taxes and import and export duties.X¥ A lack of investments in
power generation in recent years has led to shortages in electricity supply during the peak season,
leading to summer blackouts particularly in the North and an estimated economic loss of $1.4bn,
or 0.3% of Vietnam’s GDP in 2023 Still, Vietnam has hugely benefitted from Chinese
investments — often just rerouting products for the US through Vietnam — with Chinese exports of
computer parts to Vietnam having reportedly tripled to $1.7bn between 2017 and 2023.XVi |t
remains to be seen how long Vietnam’s “bamboo diplomacy” can work, having hosted state visits
from Joe Biden, Xi Jinping and Vladimir Putin since late 2023, as the country is bound to be drawn
into different geopolitical alliances and economic interests Vi

HUMAN RIGHTS” ABUSES

The pivot from China has not deterred institutional investors to look closer at companies” human
rights responsibilities, despite the delay in the adoption of the EU’s corporate sustainability due
diligence directive earlier this year,"* which applies not only to global supply chains, but also can
often be found much closer at home.! One new development has been the scrutiny of Chinese
companies planning an IPO at Western stock exchanges, notably the fashion group Shein, which
had considered a New York listing first but opted for London after the US authorities had
intervened with forced labour investigations. With a booming e-commerce business out of China,
it is perhaps only a question of time when investors will start to enquire who is doing business
with the likes of Shein and Temu and on what basis they are doing their due diligence about the
human rights’ abuses.

A much stronger stance has recently been taken by Danish authorities against its shipping
industry, which is reported to have a “completely unacceptable” level of bullying and sexual
harassment, and this against the backdrop of staff shortages and women accounting for only 1.2%
of seafarers globally." Equally, banks like ING, Citigroup, UBS, ABN AMRO, SEB, DNB and Nordea
are reportedly considering the restriction of financing for shipowners endangering crew welfare,
who spend much of the time on international waters and are far from the oversight of authorities
on land, including the continuing sailing through the Red Sea.’

A third and final major theme in this debate is the continuing operation of Western businesses in
Russia, with Houston-based SLB (formerly known as Schlumberger) reportedly expanding its
oilfield services business while other major rivals such as Baker Hughes and Halliburton have
refused to take new orders and exited the country, which resulted in the US Congress to
investigate and demand a further tightening of sanctions from the outgoing Biden
administration."” As we had shown in our case study on agricultural businesses, smaller companies
often remain below the regulatory radar screen and keep reassuring their investors that they have
sufficiently “ring-fenced” their Russia business." While ESG investors have started to warm up for
the defence industry following the Russian military aggression in Ukraine, continuing business in
Russia will no doubt gain a new investor perspective under the human rights’ abuses.

Peter and Irina Kirkow
4 November 2024
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ENDNOTES

"The claim for a “constructive outlook” was on the observation of broadening equity markets and an accommodating
rate policy (Ted Pick, CEO of Morgan Stanley, at the Q3’2024 analyst call on 16 October 2024), which was essentially
confirmed by other major US banks, pointing to economic performance being “surprisingly resilient” and “corporate
sentiment remaining positive” as evidenced by deals continuing ahead of the US presidential elections (Jane Fraser,
CEO of Citigroup, at the Q3’2024 analyst call on 15 October 2024).
i This was probably one of the most frequently used statements by senior executives over the last three weeks, as
management — notably from industrial companies in Europe — tried to explain not only the sudden decline in orders in
September but the limited visibility going forward, pointing to the fact that “customers are very slow to issue purchase
orders” (Marco Wiren, CFO of Nokia, at the Q3’2024 analyst call on 17 October 2024), leading to a “bumpy order
pattern” where it is still “difficult to come to a conclusion” (Peter Nilsson, CEO of Trelleborg, at the Q3’2024 analyst
call on 24 October 2024). One of the major reasons for a number of spectacular profit warnings, notably among the
German car manufacturers, was the sudden slump in sales in China (see Volkswagen chart in the Appendix), which
some European industrials explained by order lead times in China being not only impacted by the current anti-
corruption programme but Chinese companies also holding back with investments as they wait for the fiscal stimulus
to set in (Roy Jacobs, CEO of Philips, at the Q3’2024 analyst call on 28 October 2024). Interestingly, after issuing its
profit warning on the day of the Q3’2024 results release, the Philips share price collapsed by 16.9% at close of trading
although China itself accounted for only 10% of global sales. Despite Chinese equities having gone through a massive
rally since the announcement of the new fiscal stimulus in September, there is still much scepticism not only about
prevailing consumer sentiment but whether deeper structural reforms would be needed to boost long-term growth,
see: Arjun Neil Alim, Cheng Leng and Edward White, “Chinese shares rise as Beijing projects ‘full confidence’ in
economy”, Financial Times, 8 October 2024.
il The US Bureau of Economic Analysis reported the economy to have grown by 2.8% in the third quarter and this on
the back of accelerated consumer spending at 3.7%, although residential investment was reportedly down by 5.1%.
With this the US has outperformed its major peers among the world’s strongest economies, see: Colby Smith and
Harriet Clarfelt, “US GDP grew at 2.8% in third quarter”, Financial Times, 30 October 2024. In Europe, the ECB lowered
interest rates by another quarter point to 3.25% in October as Eurozone inflation fell to 1.7% in September, which was
the first time in more than three years that it came below the target of 2%, see: Olaf Storbeck and lan Smith, “ECB
lowers rates to 3.25% as inflation slows”, Financial Times, 17 October 2024. However, more important for our
discussion is the fact that the Eurozone PMI - at 49.7 points in October - still remains below the 50-point mark that
separates growth from contraction, with manufacturing still deeply in negative territory at 45.9 points while weaker
activities in services resulted in an eight-months’ low of 51.2 points in October, see: Olaf Storbeck, “Eurozone
economic activity still in decline, PMI survey shows”, Financial Times, 24 October 2024.
v While many European companies still opted to talk about a “difficult” — and in some cases even “deteriorating”
macro environment (Harald Wilhelm, CFO of Mercedes Group, at the Q3’2024 analyst call on 25 October 2024) —
which is probably more due to idiosyncratic issues as well as rhetorics, the perhaps more representative stance taken
by European executives is that there is a “reasonably robust economic environment” (Chris Figee, CFO of KPN, at the
Q3’2024 analyst call on 28 October 2024) and that “markets are not buoyant but not depressed either” (Gregoire
Poux-Guillaume, CEO of AkzoNobel, at the Q3’2024 analyst call on 23 October 2024).
V' When asked about the outcome of the US presidential elections, the CEO of Maersk, Vincent Clerc, stated that “what
matters in markets is what is being consumed” (Maersk Q3’2024 analyst call on 31 October 2024) and, in this respect,
none of the candidates has positioned him/herself against business. The current boom in e-commerce, particularly
from China, which the container shipping industry benefits from, is one example while airline companies reported a
sudden strong booking pattern since August (Carsten Spohr, CEO of Lufthansa, at the Q3’2024 analyst call on 29
October 2024). In turn, there is more caution about other consumer goods ahead of the festive season, notably about
Apple’s new iPhone 16, which is the first version to include Al features such as the integration of Siri with ChatGPT and
Al-powered emoji and image generation, see: Michael Acton, “Apple cautious on holiday outlook as it starts Al
rollout”, Financial Times, 31 October 2024. In the food industry, Nestle noted a “subdued consumer demand”, notably
in China but also elsewhere, and observed a “normalisation of pricing after an unprecedented period” before (Laurent
Freixe, CEO of Nestle, at the nine-months’ sales update on 17 October 2024).
Vi peter Wells and Jennifer Hughes, “Tech stock sell-off wipes out Wall Street’s October gains”, Financial Times, 1
November 2024. During the Q3’2024 reporting season so far, the CEO of ASML, Christophe Fouquet, emphasised that
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the “uncertainty about customer demand has now materialised” (ASML Q3°2024 analyst call on 16 October 2024) as
customers remain cautious and there is only a slow recovery in traditional end markets (PC and smartphones).
Interestingly, TSMC was much more positive about the Al content in PCs and smartphones, with demand “gradually
increase(ing)” as it implies better cost improvement and higher productivity gains (Wendell Huang, CFO of TSMC, at
the Q3’2024 analyst call on 17 October 2024). As a result, TSMC expects next year to be “a healthy growth year” as
“Al demand is real”, offering greater productivity, efficiency, speed and quality (C.C. Wei, CEO of TSMC).

Vi Among the more than three dozen companies we had followed so far, only Ericsson openly mentioned a “no growth
2025” (Boérje Ekholm, CEO of Ericsson, at the Q3’2024 analyst call on 15 October 2024). However, others implied a
similar message and, among smaller companies, essentially indicated through veiled hints in their press release and/or
the analyst call that — given low order intake and continuing top-line pressure in 2025 - they will find it increasingly
difficult to reach their mid-term targets for 2026-27 (Palfinger, Andritz, AT&S).

Vil This was eloquently raised by the Jefferies analyst at the Mercedes Benz Group Q3’2024 analyst call on 25 October
2024, with the CFO of Mercedes Benz, Harald Wilhelm, conceding that “a further challenge on fixed costs is not doing
the job” and, under the “tougher environment”, they need to adjust further while “not hoping for a short-term
recovery”. The Mercedes Benz strategy of focusing on premium brands only with highly expensive entertainment and
gadgets but also the ambition for autonomous driving was essentially put at question here. This applies variably to the
European automobile industry, with the CFO of Volkswagen AG, Arno Antlitz, arguing that current costs at German
factories are not competitive and this requires an “urgent need for action” (Volkswagen AG Q3’2024 analyst call on 30
October 2024). For an extensive discussion of Volkswagen’s plan to close three factories in Germany and to lower
salaries by 10%, see: Patricia Nilsson and Kana Inagaki, “Volkswagen plans to close at least 3 German plants and cut
thousands of jobs”, Financial Times, 28 October 2024. For a more comprehensive analysis of the current situation of
European carmakers, with a specific view on the implications of the new EU emissions standards in 2025 but also
Chinese EV competition, see: Kana Inagaki and Sarah White, “European carmakers plan dozens of cheaper models to
survive ‘EV winter’”, Financial Times, 14 October 2024. Recent profit warnings by the likes of Mercedes Benz and
Porsche were also extensively covered in the financial press, see among others: Kana Inagaki and Patricia Nilsson,
“Mercedes Benz and Porsche look for cost cuts after China slump hits profits”, Financial Times, 27 October 2024. In
this context, it is worth noting that other European industrials talked extensively about the need to take out variable
costs first and then streamline fixed costs (ABB Q3’2024 analyst call on 17 October 2024), while pointing also to a
“significant cost inflation for materials, external services and staff” (Till Streichert, CFO of Lufthansa, at the Q3’2024
analyst call on 29 October 2024).

X |n this context, the CEO of Trelleborg, Peter Nilsson, maintained that “there is still room for price increases though at
a lower pace” (Trelleborg Q3’2024 analyst call on 24 October 2024) while the CFO of ABB, Timo lhamuotila, expects
pricing to be “a positive factor in 2025” (ABB Q3’2024 analyst call on 17 October 2024). In contrast, smaller
companies were quite explicit that “pricing pressure will increase as markets are not going to recover” (CEO of
Andritz, Joachim Schonbeck, at the Q3’2024 analyst call on 31 October 2024) and that there is currently “no pricing
elasticity” (Andreas Klauser, CEO of Palfinger AG, at the Q3’2024 analyst call on 28 October 2024).

X This relates to the strong growth dynamics in North America vis-a-vis the renewed growth inflection from the fiscal
stimulus in China but also the more critical debates on supply chains, trade tariffs, economic sanctions and even
ongoing disruption in global transport and logistics, whether this applies to the Red Sea or simply the ramifications of
port congestion, freight rates and strikes at US major ports. For a convincing argument about the Red Sea disruption
being now completely integrated in new ship routes and networks, see Maersk Q3’2024 analyst call on 31 October
2024. The CEO of Maersk, Vincent Clerc, even maintained that “networks are sailing at full speed and there are no
signs of a sudden inventory correction”.

X While M&A activity is reportedly still 13% below its 10-years’average, “all that dry powder needs to be deployed”
(David Solomon, CEO of Goldman Sachs, at the Q3’2024 analyst call on 15 October 2024). Similarly, the CEO of
Morgan Stanley, Ted Pick, noted that he is “bullish on IPO and M&A coming back”, particularly for large companies
(Morgan Stanley Q3’2024 analyst call on 16 October 2024). But it is also worthwhile highlighting that a growing
number of industrials have extensively elaborated on M&A opportunities as “private equity is not as active as before”
(Peter Nilsson, CEO of Trelleborg, at the Q3’2024 analyst call on 24 October 2024) and they keep shifting into active
portfolio management (Gregoire Poux-Guillaume, CEO of AkzoNobel, at the Q3’2024 analyst call on 23 October 2024).
In this context, the CEO of bp, Murray Auchincloss, stressed the need to “lighten the hydrocarbon footprint” and to
“highgrade the business” (bp Q3’2024 analyst call on 29 October 2024). Among cash rich companies, the CEO of
Maersk, Vincent Clerc, elaborated extensively on the key focus areas of their M&A strategy, including 1) regional; 2)



vertical industrial; and 3) specific capabilities and product lines, with a hint at “larger bolt-on acquisitions” (Maersk
Q3’2024 analyst call on 31 October 2024).
Xi Jennifer Hughes and Harriet Clarfelt, “US markets shift to faster trading cycles in modernisation move”, Financial
Times, 27 May 2024.
Xiil Eric Pan, “EU markets need to commit to catch up with US on T+1”, Financial Times, 18 October 2024. A special
European T+1 Industry Task Force indicated in October 2024 that a “transition period between 24 and 36 months will
be required, reflecting the complexity of the market infrastructure in Europe” and investigated the option of H2 2027
as a “feasible implementation date for the EU” in line with the UK. The report clearly reflected not only vested
interests by different stakeholders — being preoccupied with potential settlement failures which had not been an issue
in the US after T+1 was introduced - but also the sheer complexity of adopting such kind of changes in the EU
(European T+1 Industry Task Force, High Level Roadmap for Adoption of T+1 in EU Securities Markets, October 2024).
xiv Katie Martin, “Who’s going to win the next financial plumbing test? The US, of course”, Financial Times, 20 March
2024. For implications of the new trading rules from a cost perspective, whether access to liquidity, currency transfers
and complicated basket trades involving multiple securities and programme trading, see: Gerald Walsh, “The big
trading shake-up that is about to hit fund managers”, Financial Times, 4 April 2024.
X Huw van Steenis, “Europe needs a bolder plan for capital markets”, Financial Times, 8 July 2024.
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