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Response Form to the Consultation Paper 
Draft technical advice on commercial terms for providing clearing services under EMIR (FRANDT)




Responding to this paper 
ESMA invites comments on all matters in this paper and in particular on the specific questions summarised in Annex III. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 2 December 2019. 
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
Insert your responses to the questions in the Consultation Paper in the present response form. 
Please do not remove tags of the type <ESMA_QUESTION_FRANDT_1>. Your response to each question has to be framed by the two tags corresponding to the question.
If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
When you have drafted your response, name your response form according to the following convention: ESMA_FRANDT_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_FRANDT_ABCD_RESPONSEFORM.
Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open consultations”  “Draft technical advice on commercial terms for providing clearing services under EMIR (FRANDT)”).



Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Data protection’.
Who should read this paper
All interested stakeholders are invited to respond to this consultation. In particular, responses are sought from counterparties acting (or intending to act) as clearing service providers and counterparties that are current or potential clearing clients.
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General information about respondent
	Name of the company / organisation
	IHS Markit
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	Europe




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_FRANDT_1>
IHS Markit (NYSE: INFO) is pleased to provide its comments regarding the consultation paper (CP) on ESMA’s draft technical advice on commercial terms for providing clearing services under EMIR. We are responding as the provider of end-to-end trade processing solutions supporting participants in OTC derivative markets.   


Introduction

IHS Markit is a world leader in critical information, analytics and solutions for the major industries and markets that drive economies worldwide. The company delivers next-generation information, analytics and solutions to customers in business, finance and government, improving their operational efficiency and providing deep insights that lead to well-informed, confident decisions. Headquartered in the UK with offices in 10 other member states, IHS Markit has more than 50,000 key business and government customers, including 80 percent of the Fortune Global 500 and the world’s leading financial institutions. 

MarkitSERV is a wholly owned subsidiary of IHS Markit. MarkitSERV provides end-to-end trade processing and workflow solutions that support participants in OTC trading including: post-trade notices of execution, trade confirmation, electronic allocations, clearing (including client clearing) and transaction reporting. MarkitSERV helps industry participants access markets and manage post trade processing including confirmation, reporting and clearing requirements, while minimising cost and complexity.

Summary

IHS Markit generally welcomes ESMA’s proposals to support access to clearing for a wide range of market participants and ensure that counterparties with limited volumes in OTC derivative markets can access clearing services proportionately and efficiently. However, we would like to highlight to ESMA the role that service providers, such as MarkitSERV, play in the efficient operation of OTC derivative markets, particularly in providing efficient connectivity to enable access to these markets (including to smaller firms). Regulators should, therefore, also ensure that providers, such as MarkitSERV, are also able to benefit from FRANDT proposals when they seek to connect to trading venues, clearing houses and providers of clearing services. Specifically, ESMA should: 

1. Appreciate the importance that CCPs provide access to third party confirmation platforms to ensure trades that are submitted to clearing are accurate in order to avoid the clearing of erroneous trades, which can be complicated and expensive to correct, by specifically allowing affirmation of OTC derivative transactions to ensure submission to clearing is conducted in a prompt, efficient and accurate manner; 
1. Ensure CCPs provide access to service platforms, which means European counterparties can connect to multiple European CCPs that support OTC derivative clearing in an efficient and cost-effective manner. This lowers barriers to entry and encourages competition, something that benefits the whole market and supports access to clearing for all counterparties; and
1. Be aware that platforms supporting pre-clearing affirmation/confirmation to multiple CCPs substantially improves data quality and consistency and leads to improved accuracy of trades cleared and reported. This assists regulators with their objectives and their understanding of the market and systemic risks.

IHS Markit would ask ESMA to ensure that platforms and technology providers, which can ensure efficient cost-effective access to OTC derivative markets in the EU, are able to benefit from the FRANDT approach being suggested for its technical advice in the CP. We would be happy to share with ESMA our experience and expertise operating MarkitSERV and supporting OTC derivative markets globally.  

We hope that our comments are helpful to ESMA. We would be more than happy to elaborate or further discuss any of the points addressed above. In the event you may have any questions, please do not hesitate to contact David Cook, Executive Director for Regulatory and Government Affairs at david.cook@ihsmarkit.com.
Yours faithfully,
David Cook

Executive Director, Regulatory Affairs
IHS Markit
david.cook@ihsmarkit.com


<ESMA_COMMENT_FRANDT_1>







Questions 

Q1 : Do you generally agree with the approach on transparency and how to publicly disclose fees and commercial terms and other conditions? Please elaborate and if you disagree with any specific requirement, please suggest alternative ones. You can also suggest additional ones.
<ESMA_QUESTION_FRANDT_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_FRANDT_1>

Q2 : Do you generally agree with the elements to be taken into consideration in the commercial terms for the provision of clearing services? Please elaborate and if you disagree with any specific element, please suggest alternative ones. You can also suggest additional ones.
<ESMA_QUESTION_FRANDT_2>
We would agree with ESMA that ‘technological requirements should not, where possible, represent a barrier to access clearing’ (para 62). Platforms, such as MarkitSERV, which are connected to multiple EU CCPs and trading venues, can provide clients with standardised, efficient, cost effective connections to clearing services, reduce barriers to entry for counterparties and increase competition amongst CCPs. 
[bookmark: _Hlk26174450]We generally support ESMA’s assertion that clearing service providers’ commercial terms should be reasonable, fair, unbiased and rationale. However, we would ask ESMA to ensure that platforms and technology providers, which can support cost effective and standardised access to OTC derivative markets, are also able to benefit from the FRANDT approach bring proposed.
<ESMA_QUESTION_FRANDT_2>

Q3 : Do you generally agree with the suggestions to assist in facilitating access to clearing services? Do you generally agree with the requirements listed to ensure prices are fair, proportionate and non-discriminatory? Please elaborate and if you disagree with any specific element, please suggest alternative ones. You can also suggest additional ones.
<ESMA_QUESTION_FRANDT_3>
IHS Markit generally agrees that prices and fees should be proportionate and based on costs, risks and benefits. As we explain above, platforms, such as MarkitSERV, which are connected to multiple EU CCPs and trading venues, can provide clients with standardised, efficient, cost-effective connections to clearing services, reduce barriers to entry for counterparties and increase competition amongst CCPs. It is therefore important that ESMA ensures that platforms and technology providers can also benefit from the FRANDT approach.
<ESMA_QUESTION_FRANDT_3>

Q4 : Do you generally agree with the proposed elements regarding the risk control criteria? Please elaborate and if you disagree with any, please suggest alternative or additional ones.
<ESMA_QUESTION_FRANDT_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_FRANDT_4>

Q5 : Do you identify other benefits and costs not mentioned above associated to the proposed approach (option 2)? If you advocated for a different approach, how would it impact this section on the impact assessment? Please provide details. 
<ESMA_QUESTION_FRANDT_5>
As we explain above, platforms, such as MarkitSERV, which are connected to multiple EU CCPs and trading venues can provide clients with standardised, efficient, cost effective connections to clearing services, reduce barriers to entry for counterparties and increase competition amongst CCPs. It is therefore important that ESMA ensure that platforms and technology providers can also benefit from the FRANDT approach. 
Ensuring technology platforms and connectivity providers could benefit from FRANDT terms would ensure improve the efficiency of and lower cost of entry to the OTC derivatives markets. This is because, by using technology providers and platforms, counterparties can take advantage of specialist connectivity services and connect to multiple CCPs under a single network. Such platforms can thereby share the costs among all their clients rather than force each counterparty to develop its own systems and approaches. Regulators also benefit from a standardised approach used by many market participants; particularly in terms of higher quality and more standardised data.
<ESMA_QUESTION_FRANDT_5>



1

image1.jpeg
x X %

* *
European Securities and
ol esm Markets Authority
* *
* *

+




image2.jpeg




image3.jpeg




