Regulatory/Supervisory Pills | N.43 March 2026

Market Risk
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The ESMA "Trends, Risks and
Vulnerabilities (TRV) Risk Monitor No.
1, 2026" provides an assessment of
developments in  EU financial
markets, focusing on systemic risks,
structural vulnerabilities and
emerging frends affecting securities
markets and asset management.
The report highlights that the EU
financial environment  remains
characterized by elevated
uncertainty and persistent structural
risks. Market conditions have been
influenced by geopolitical tensions,
uneven economic growth and
changes in global monetary policy.
While overall market functioning
remains stable, ESMA identifies
vulnerabilities related to valuation
pressures, market liquidity and
potential contagion across asset
classes. Partficular attention is given
to the sensitivity of financial markets
to macroeconomic surprises and
policy shifts.

In securities markets, the report notes
that equity and bond markets have
experienced voldtility, reflecting
changing expectations regarding
interest rates and economic
performance. EU sovereign bond
markets are assessed as particularly

sensitive to unexpected
macroeconomic developments. The
report’s analysis suggests that abrupt
shifts in inferest rate expectations or
fiscal outlooks could produce rapid
repricing and increased yield
volatility, with implications for market
liguidity and financial stability.

The TRV Monitor also examines
crypto-asset market developments,
including a significant  market
disruption on 10 October that
exposed structural weaknesses in
trading venues and liquidity
provision. The analysis indicates that
concentrated liquidity, algorithmic
trading behaviour and fragmented
market infrastructure may amplify
price  movements during stress
events.

Within  the asset management
sector, ESMA identifies growing
exposure of investment funds to
private finance and less liquid assets.
While such exposures may support
portfolio diversification, the report
highlights potential liquidity
mismatches where open-ended
funds invest in illiquid instruments.
These  structures could  pose
redemption-related  risks  during
periods of market stress.
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