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On what basis can a third party investment firm carry out market making on an OTF on an
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As provided for by Article 20(5) of MiFID I, the operator of the OTF may engage another
investment firm to carry out market making on the OTF on an independent basis. The
independence test is met when the investment firm carrying out market making has no close
links with the operator of the OTF as defined under Article 4(1)(35) of MIFID II.

ESMA recalls that, under Article 18(4) of MiFID Il, an investment firm operating an OTF must
have arrangements in place to clearly identify and manage the potential adverse
consequence for the operation of the OTF and its users of any conflict of interest between the
interest of the OTF, the investment firm operating the OTF and the sound functioning of the
OTF. More generally, ESMA highlights that investment firms must maintain and operate
effective organisational and administrative arrangements with a view to taking all reasonable
steps to prevent conflicts of interest from adversely affecting the interests of clients.



