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Reply form for the Consultation Paper on the Algorithim Trading




Responding to this paper 	
ESMA invites comments on all matters in this consultation paper and in particular on the specific questions summarised in Annex I. 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 12/03/2021. 
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_ALGO_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_ALGO_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_FOTF_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”  “Consultation on Algorithmic Trading”).



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 publically 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 Legal Notice.
Who should read this paper
This document will be of interest to (i) alternative investment fund managers, UCITS management companies, EUSEF managers and/or EuVECA managers and their trade associations, (ii) distributors of UCITS, alternative investment funds, EuSEFs and EuVECAs, as well as (iii) institutional and retail investors investing into UCITS, alternative investment funds, EuSEFs and/or EuVECAs and their associations..
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General information about respondent
	Name of the company / organisation
	Association of Proprietary Traders
	Activity
	Investment Services

	Are you representing an association?
	☒
	Country/Region
	Netherlands




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_ALGO_1>
APT is the trade association of proprietary trading firms based in the Netherlands. Amsterdam is an important centre within the Capital Markets Union. Amsterdam based trading firms ensure liquidity on trading venues across the EU, by issuing prices in all circumstances and by continuously buying and selling financial instruments in larger, smaller and green funds. Competition between firms has led to technological advancement, algorithmic trading gaining importance and trading in securities becoming more efficient, transparent and affordable. EU based trading firms are leading liquidity providers on major trading venues around the world.

[bookmark: _Hlk65691578]We will restrict our answers to questions 9 on the scope of algorithmic trading, 15-22 and 25-26, mainly with suggestion for improvement around RTS 6 and 7, 35-36 on market resilience, 42-44 on market making, 48-50 on speed bumps and 52 on asymmetry.
<ESMA_COMMENT_ALGO_1>







Questions 

1. : What is your overall assessment of the MiFID II framework for algorithmic trading, HFT and DEA?
<ESMA_QUESTION_ALGO_1>
[bookmark: _Hlk66271690] We believe that on the whole the framework works well, as was also shown during the volatile first quarter of 2020. Trading venues and market participants that use algorithmic trading technology have proven to be very resilient in stressed markets.
<ESMA_QUESTION_ALGO_1>

1. : In your views, are there risks other than the one mentioned in MiFID II or impacts on market structure developments due to market electronification/ algorithmic trading that would deserve further regulatory attention? Please elaborate.
<ESMA_QUESTION_ALGO_2>
No comment
<ESMA_QUESTION_ALGO_2>

1. : Do you consider that the potential risks attached to algorithmic trading should also be given consideration in other trading areas? Please elaborate.
<ESMA_QUESTION_ALGO_3>
No  comment
<ESMA_QUESTION_ALGO_3>

1. : Do you agree with this analysis? If not, please explain why.
<ESMA_QUESTION_ALGO_4>
No comment
<ESMA_QUESTION_ALGO_4>

1. : Did you encounter any specific issue with the definition of HFT? Do you consider that the definition should be amended? Do you have any suggestion to replace the high message intraday rates with other criteria or amend the thresholds currently set in Level 2? Please elaborate and provide data supporting your response where available.
<ESMA_QUESTION_ALGO_5>
No comment
<ESMA_QUESTION_ALGO_5>

1. : Based on your experience, is sub-delegation of DMA access a frequent practice? In which circumstances? Which benefits does it provide to the DEA user and to the sub-delegatees? Are you aware of sub delegation arrangements in the context of Sponsored access? If so, please elaborate.
<ESMA_QUESTION_ALGO_6>
 No comment
<ESMA_QUESTION_ALGO_6>

1. : (for DEA Tier 1clients) Do you sub-delegate direct electronic access? If so, are your Tier 2 clients typically regulated entities/investment firms? Are they EU-based or third country based?
<ESMA_QUESTION_ALGO_7>
 No comment
<ESMA_QUESTION_ALGO_7>

1. : Do you agree with this analysis? If not, please explain why. Do you consider that further clarification is needed in this area? If so, what would you suggest?
<ESMA_QUESTION_ALGO_8>
 No comment
<ESMA_QUESTION_ALGO_8>

1. : Do you agree with ESMA’s proposal? If so, do you consider that the requirements considered above relevant? Should there be additional ones? If you disagree with ESMA’s proposal, please explain why.
<ESMA_QUESTION_ALGO_9>
 APT agrees there is merit in extending the definition of algorithmic trading to trading in financial instruments OTC by SI's, where quotes are electronically executable similar to activity on a trading venue. While SI's are not trading venues, they can enable algorithmic executions systematically.
<ESMA_QUESTION_ALGO_9>

1. : Do you agree with ESMA’s proposals above? Please elaborate.
<ESMA_QUESTION_ALGO_10>
 No comment
<ESMA_QUESTION_ALGO_10>

1. : Do you agree with ESMA’s proposal? Please elaborate.
<ESMA_QUESTION_ALGO_11>
No comment 
<ESMA_QUESTION_ALGO_11>

1. : Do you see merit in ESMA developing a template for notifications to NCAs under Articles 17(2) and 17(5) of MiFID II? If not, please justify your position.  
<ESMA_QUESTION_ALGO_12>
 No comment
<ESMA_QUESTION_ALGO_12>


<ESMA_QUESTION_ALGO_0>
 No comment
<ESMA_QUESTION_ALGO_0>

1. : Do you agree that it would be useful to clarify that notifications should be done ‘without undue delay’? 
<ESMA_QUESTION_ALGO_13>
 No comment
<ESMA_QUESTION_ALGO_13>

1. : Do you agree with ESMA’s approach for the exchange of information between NCAs? If not, please justify your position.
<ESMA_QUESTION_ALGO_14>
No comment 
<ESMA_QUESTION_ALGO_14>

1. : What is your view on clarifying the definition of algorithmic trading? If you deem it beneficial to refine the definition and account for further types of algorithms or algorithmic trading strategies, please provide your suggestion as well as underlying rationale.
<ESMA_QUESTION_ALGO_15>
 The definition of algorithmic trading (focusing on executions) is sufficiently clear and does not require further clarification.
<ESMA_QUESTION_ALGO_15>

1. : Do you think there should be specific requirements for different type of algorithms or algorithmic trading strategies in RTS 6? Please explain.
<ESMA_QUESTION_ALGO_16>
 Specific requirements for different types of algorithms or algorithmic trading strategies would only increase levels of complexity and are not needed.
<ESMA_QUESTION_ALGO_16>

1. : What is your experience with testing environments? Are they used frequently? If not, why? Do you see a need for any improvements?
<ESMA_QUESTION_ALGO_17>
Article 7 of RTS 6 on Testing Environments stipulates that a testing environment needs to be separated from production. While it is clear that no testing should ever impact production environments, it is not realistic to expect that robust testing can occur in an environment that has no links whatsoever to production, as defined in the second paragraph of Article 7.1. This is not necessary, impractical and ‘overshoots’. Article 7.1 could thus be amended as follows: “An investment firm shall ensure that testing of compliance with the criteria laid down in Article 5(4)(a), (b) and (d) is undertaken in an environment that does not impact its production environment. " This would mean deleting: "that is used specifically for the testing and development of algorithmic trading systems and trading algorithms.” 

Furthermore, to ensure the proper functioning of algorithms within the trading system, trading venues should be encouraged to provide more realistic simulation environments under RTS 7 Article 10(2)(a). These environments should mimic what goes on in the production environment and be available for more hours of the day than is currently the case. Ideally, trading venues would offer, without additional charge, a private and programmable test environment, per member, with an API that allows to start and stop programmatically. A private UAT is not impacted by other users and allows firms greater flexibility to test. Trading venues’ UATs may provide services such as a simulated matching engine failure or trade cancellations. However, if a firm does not know in advance when these events occur, firms test such as order-add-and-delete, could fail. In a programmable test environment, firms could request such events on demand, and venues could add events like "stress test" which would send X messages per second. This would help to make clear what stress testing means, and make it easier for members  to verify that a stress test has passed.
<ESMA_QUESTION_ALGO_17>

1. : Do you agree that the definition of “disorderly trading conditions” should be clarified? If yes, how would you define such trading conditions?
<ESMA_QUESTION_ALGO_18>
 The definition of disorderly trading does not require further clarification.
<ESMA_QUESTION_ALGO_18>

1. : Do you agree that ESMA should provide additional guidance on the expectations concerning the checks and testing to be done, in particular for testing on disorderly trading conditions?
<ESMA_QUESTION_ALGO_19>
 Additional guidance for testing on disorderly conditions are not necessary. Investment firms already carry out extensive testing of their algorithms and systems.
<ESMA_QUESTION_ALGO_19>

1. : Would you agree that it could be beneficial if ESMA develops a prescribed format for the self-assessment foreseen in Article 9 of RTS 6?
<ESMA_QUESTION_ALGO_20>
 High level principles are better than a prescribed format. In case ESMA determines that a prescribed format is required then we would suggest the one used by the AFM.
<ESMA_QUESTION_ALGO_20>

1. : Do you agree with the changes proposed to the self-assessment of Article 9 of RTS 6?
<ESMA_QUESTION_ALGO_21>
 APT agrees with the proposal that self-assessment should be every 2 years.
<ESMA_QUESTION_ALGO_21>

1. : Would you propose any other targeted legislative amendments to RTS 6? Please include a detailed explanation of the proposed amendment and of the underlying issue that this amendment would aim to tackle.
<ESMA_QUESTION_ALGO_22>
On a number of points RTS 6 could be made more practical.

Article 7 (Testing Environments) stipulates that a testing environment needs to be separated from production. While it is clear that no testing should ever impact production environments, it is not realistic to expect that robust testing can occur in an environment that has no links whatsoever to production, as defined in the second paragraph of Article 7.1. This is not necessary, impractical and ‘overshoots’.

Article 7.1 could thus be amended as follows: “An investment firm shall ensure that testing of compliance with the criteria laid down in Article 5(4)(a), (b) and (d) is undertaken in an environment that does not impact its production environment. " This would mean deleting: "that is used specifically for the testing and development of algorithmic trading systems and trading algorithms.” 

Article 10 (Stress Testing) contains a significant amount of prescriptive detail. Investment firms have struggled with how to implement this requirement, as it is not always clear how and sometimes fully impractical to implement stress tests for all the procedures and controls referred to in Articles 12 to 18 of RTS7. It would be practical to make this a more principle based requirement, to be designed by firms based on their knowledge of their systems and the nature, scale and complexity of their business. Those tests should comprise: (a) testing if the algorithm does what it is predetermined to do, even in stressed circumstances and (b) testing if the trading system has enough capacity to take higher volumes and prices, increased order flows and/or market stress. 

Sometimes Article 16.2 (Real time monitoring) is interpreted that real-time monitoring should be done by the trader in charge AND by the risk management function or by an independent risk control function. The Risk department and/or the independent risk control function have a useful role as a second line of defense, but primary responsibility should always rest with the trader in charge, as traders have market specific knowledge, tools and experience to most quickly identify and mitigate disorderly trading of the algorithm. In practice, traders are always the first line of defense for algorithmic trading. 

The first sentence of Article 16.2 should therefore read: “The real-time monitoring of algorithmic trading activity shall be undertaken by the trader in charge of the trading algorithm or algorithmic trading strategy, in cooperation with the risk management function or an independent risk control function established for the purpose of this provision.”

With regard to reconciliation post trade, we suggest to shift to reconciling based on trades/positions, with an independent view on exposure, which is how the market generally operates. 

We propose the following change in the text of Article 17(3):“The investment firm shall reconcile its own electronic trading logs with an external view of its trades and positions [delete: "information about its outstanding orders and risk exposures"] as provided by the trading venues to which it sends orders, by its brokers or DEA providers, by its clearing members or central counterparties and by its data providers or other relevant business partners. Reconciliation shall be made in real-time where the aforementioned market participants provide the information in real-time. An investment firm shall have the capability to calculate in real time its outstanding exposure and that of its traders and clients.” 

This is outside RTS6, but there are a few places in MiFID2 (MIFID2 Delegated Regulation: Article 76(10), MIFID2 Delegated Regulation: Section 8, Article 72(1)) that require firms to retain electronic records (email storage namely) in a format that cannot be altered or deleted (i.e. WORM format). WORM format is seen as an outdated standard that makes compliance either very expensive/burdensome or nearly impossible, based on contemporary technology standards. In the US, industry associations have appealed to the SEC to modernize this requirement. We should suggest also in Europe that it is sufficient to show that access to stored records is restricted only to a minimum number of staff responsible for recordkeeping within the firm, and that will strict WORM format (like in the US) is not required. Electronic recordkeeping standards with principles-based requirements based on a technology-neutral approach will allow investment firms to ensure the integrity of all regulatory records using the latest technology.
<ESMA_QUESTION_ALGO_22>

1. : Do you agree with ESMA’s proposal to harmonize and create a clear structure for the performance of the self-assessment?
<ESMA_QUESTION_ALGO_23>
 No comment
<ESMA_QUESTION_ALGO_23>

1. : Do you agree with limiting the self-assessment to every two years and to require trading venues to share it with their relevant NCA?
<ESMA_QUESTION_ALGO_24>
No comment
<ESMA_QUESTION_ALGO_24>

1. : Do you agree with ESMA’s analysis about the overlapping requirements between RTS 6 and 7? Are those overlaps considered beneficial, should they be removed or are there any gaps? Are there any further points that should be clarified?
<ESMA_QUESTION_ALGO_25>
 To strengthen the resilience and proper functioning of trading systems and prevent unnecessarily high burdens for its members and participants (‘members’), we suggest that responsibilities of trading venues, which have complete oversight of trading activity and the systems and capabilities to harmonize certain functions, are enhanced along the following lines:  

As prerequisite, to prevent new requirements becoming a business model for venues and to ensure that obligations rest where they are best suited, a clarification in RTS7 is needed that venues may not charge for RTS7 compliance functionality or other functionality facilitating compliance with RTS6 (cf. algorithmic testing under RTS 7 Article 10) and should not pass through RTS7 requirements to members, effectively shifting the compliance requirement of venues to members.[footnoteRef:2]   [2:  As is, for example, the case with venues that pass down their requirement to generate transaction reporting on behalf of third country firms to members.] 


[bookmark: _Hlk57794379]To ensure the proper functioning of algorithms within the trading system, trading venues should be encouraged to provide more realistic simulation environments under RTS 7 Article 10(2)(a). These environments should mimic what goes on in the production environment and be available for more hours of the day than is currently the case. 

Ideally, trading venues would offer, without additional charge, a private and programmable test environment, per member, with an API that allows to start and stop programmatically. A private UAT is not impacted by other users and allows firms greater flexibility to test. Trading venues’ UATs may provide services such as a simulated matching engine failure or trade cancellations. However, if a firm does not know in advance when these events occur, firms test such as order-add-and-delete, could fail. In a programmable test environment, firms could request such events on demand, and venues could add events like "stress test" which would send X messages per second. This would help to make clear what stress testing means, and make it easier for members  to verify that a stress test has passed.

To stimulate fair and orderly trading we suggest the following:
(i) All trading venues should offer self-match protection, with a choice of logic to cancel either the existing or newest order (without additional latency). Sufficient granularity should be applied in order for members to allow matching for orders sent by independent units/strategies within the member firm. This functionality ensures RTS6 compliance, but is not yet provided free of charge at all venues.
(ii) In order to reduce exposure in case of any connectivity interruption, all trading venues should offer cancel on disconnect functionality that automatically removes any open orders from the order book.
(iii) To help understand and recover more swiftly from technical “glitches”, we recommend introducing more detailed standards on reporting technology issues by trading venues. Article 8 of RTS 7 lists requirements around the testing of trading systems, but there is no guidance on disclosure/ communication in case of incidents. This contrasts with the US, which in 2015 adopted Regulation Systems Compliance and Integrity (‘Reg SCI’), defining three types of events with distinct reporting obligations and escalation requirements.

In order for all parties involved in the post trade process (cf. Article 20 RTS 7) to map transactions to the corresponding message and for a reconciliation process after outages to run smoothly, trading venues should publish aligned references to the fill confirmation and the drop copy to members, the transaction confirmation to the Clearing Firms and to the Clearing House.   

Article 7 of RTS 7 prescribes trading venues perform annual due diligence on members. We see a wide array of formats and delivery methods, which results in an administrative burden. To consolidate and strengthen the process in line with regulatory standards, we would be strong advocates of a standardized template for due diligence, either by ESMA or the industry. 

Article 26 MiFIR states that investment firms that execute transactions shall report complete and accurate details of such transactions to the NCA as quickly as possible. Where an investment firm conducts trading activity in a DEAL (Principal) capacity and provides short code information on orders going into the market, trading venues already have all information required to generate such transaction reports. Venues also have transaction reporting obligations and processes in place to report on behalf of third country firms.

Taking this into account and with the aim to minimize reporting errors across the market and relieve reporting/ processing burden on NCA’s and smaller members, we suggest that trading venues generate transaction reports for DEAL participants on their order book and send these reports to required NCA’s.

Under Art. 25(2) of MiFIR and Article 2 of RTS 24, trading venues shall keep at the disposal of their NCAs relevant data to identify members as well as the persons within the member that is responsible for an order decision. In order to comply, each venue needs to obtain additional data from members. This led to the so-called ‘Short Code Solution’ where members should assign artificial short codes to identify persons responsible. Short codes have to be sent in every order/quote message. This requirement includes passing on passport or National ID for natural persons and results in transferring privacy sensitive data on a daily basis. The intention is identifying the trader behind the order, but the result is a huge privacy challenge.Suggested alternatives are : (1) linking the identity of the trader to the session, instead of the individual update/insert/delete or (2) providing identification upon request of the NCA.
<ESMA_QUESTION_ALGO_25>

1. : What is your view with regards to the testing of algorithms requirements? Do you agree that more robust testing scenarios should be set? 
<ESMA_QUESTION_ALGO_26>
In  our view, it's not necessary for ESMA to provide specific test scenarios. The diversity among algorithms is too large. It would not help to prevent disorderly trading conditions.
<ESMA_QUESTION_ALGO_26>

1. : Are the testing environments available for the testing of algorithms appropriate for this purpose?
<ESMA_QUESTION_ALGO_27>
 Article 7 of RTS 6 on Testing Environments stipulates that a testing environment needs to be separated from production. While it is clear that no testing should ever impact production environments, it is not realistic to expect that robust testing can occur in an environment that has no links whatsoever to production, as defined in the second paragraph of Article 7.1. This is not necessary, impractical and ‘overshoots’.Article 7.1 could thus be amended as follows: “An investment firm shall ensure that testing of compliance with the criteria laid down in Article 5(4)(a), (b) and (d) is undertaken in an environment that does not impact its production environment. " This would mean deleting: "that is used specifically for the testing and development of algorithmic trading systems and trading algorithms.” 

Furthermore, to ensure the proper functioning of algorithms within the trading system, trading venues should be encouraged to provide more realistic simulation environments under RTS 7 Article 10(2)(a). These environments should mimic what goes on in the production environment and be available for more hours of the day than is currently the case. Ideally, trading venues would offer, without additional charge, a private and programmable test environment, per member, with an API that allows to start and stop programmatically. A private UAT is not impacted by other users and allows firms greater flexibility to test. Trading venues’ UATs may provide services such as a simulated matching engine failure or trade cancellations. However, if a firm does not know in advance when these events occur, firms test such as order-add-and-delete, could fail. In a programmable test environment, firms could request such events on demand, and venues could add events like "stress test" which would send X messages per second. This would help to make clear what stress testing means, and make it easier for members  to verify that a stress test has passed.
<ESMA_QUESTION_ALGO_27>

1. : Do you agree with ESMA’s analysis that the circuit breaker mechanism achieved its objective to avoid significant disruptions to the orderliness of trading? 
<ESMA_QUESTION_ALGO_28>
No comment
<ESMA_QUESTION_ALGO_28>

1. : Do you agree that the requirements under Article 48(5) of MiFID II complemented by RTS 7 and the guidelines on the calibration of circuit breakers and publication of trading halts under MiFID II remain appropriate? If not, what regulatory changes do you deem necessary?
<ESMA_QUESTION_ALGO_29>
No comment
<ESMA_QUESTION_ALGO_29>

1. : Do you agree that the co-location services and fees structures are fair and non-discriminatory? Please elaborate.
<ESMA_QUESTION_ALGO_30>
No comment
<ESMA_QUESTION_ALGO_30>

1. : Do you think that the disclosures under RTS 10 made by the trading venues are sufficient or should they be harmonized among the different entities? Please explain.
<ESMA_QUESTION_ALGO_31>
No comment
<ESMA_QUESTION_ALGO_31>

1. : Do you agree with ESMA’s proposal to set out the maximum OTR ratio, calibrated per asset class?
<ESMA_QUESTION_ALGO_32>
 No comment
<ESMA_QUESTION_ALGO_32>

1. Q33: Do you agree that the maximum limits are not frequently exceeded? Please explain any potential underlying issues in this respect that should be recognised. 
<ESMA_QUESTION_ALGO_33>
 No comment
<ESMA_QUESTION_ALGO_33>

1. : Do you agree with the consequences as described of exceeding the maximum limits or should there be a more convergent approach? Please provide any comment or suggestion regarding the procedures in place by trading venues in case of a member exceeding the prescribed limit.
<ESMA_QUESTION_ALGO_34>
 No comment
<ESMA_QUESTION_ALGO_34>

1. : Do you agree with the need to improve the notification process in case of IT incidents and system outages? Beyond the notification process between NCAs and ESMA, which improvements could be done regarding communication of incidents to the public?  
<ESMA_QUESTION_ALGO_35>
 APT believes that communication from trading venues to the market at large in the case of system or trading outages must be improved, also because European exchanges continue to consolidate, which leads to more widespread effects of an outage. Trading outages in 2020 and previously, highlighted varied communication protocols and standards from different exchanges, which further exacerbated the disruption caused by the outage. We do not believe in one prescriptive communication format, but in a set of minimum standards for all trading venues for handling and communicating a trading outage, including the following items:
- Crisis management team at each trading venue, responsible for communications around outages as well as maintaining the venue’s outage playbook.
- Outage playbook, which identifies mechanisms and locations/websites for information on outages, what information channels will include and in what format, in addition to protocols for identifying, diagnosing and resolving issues and halting and restarting trading.
- All communications on health of a venue’s trading system and details on outages are made publicly available in a central location/webpage, which is updated on a fixed schedule, such as every 30 minutes, giving a status update, even if the update is “no update”, including any planned re-opening times.  
- Communications regarding market status in given in a machine readable format, ideally available on exchange connectivity and market data protocols, so that trading systems can automatically incorporate these notifications. 
- Communications must be accurate and consistent during an outage.
- Trading venues (1) are proactive and clear in their communications, giving stakeholders as much detail as is known, as soon as it is known, without speculation, (2) provide publicly the specific times stamp at what point orders were cleared and/or rejected and which trades were considered valid and (3) provide all stakeholders and members with a comprehensive post-mortem analysis and follow up points after any major incident, including disclosure of the root cause and the steps taken to rectify and prevent recurrence.
Ideally, these communication standards would be applied to cases where an incident affects trading as well as cases where it does not but could have had a large impact. We believe that, ideally, the industry would come together to self-implement these minimum standards for communication.
<ESMA_QUESTION_ALGO_35>

1. : Do you believe any initiative should be put forward to ensure there is more continuity on trading in case of an outage on the main market, e.g. by requiring algo traders to use more than one reference data point?
<ESMA_QUESTION_ALGO_36>
 APT believes that industry-led initiatives to can ensure continuity of trading in case of a technical outage on the primary market, together with targeted, focusses regulatory intervention to (1) remove hurdles to resilient trading and (2) ensure that any outage is contained to the venue on which the outage occurred.
- Regulators would be in the best position to mandate the minimum standards of communication. 
-Remove the pressure for trading venues to re-open in a certain arbitrary, fixed time period, and instead allowing operators and their members to take the time needed to solve the underlying issues and reopen in an orderly, controlled fashion. IT incidents take time to assess and resolve. The nature or cause of an incident is often not apparent from its initial symptoms. In order to solve any incident, a careful analysis must be taken, followed by an orderly fix. Only then should trading be restarted, which must also occur simultaneously with the restart of members’ trading systems. The market is best served by improved resilience across the system, rather than a focus on restart times.
- Regulators are in the best place to ensure that there is always a robust settlement price mechanism in place. The closing auction - and the critically important daily settlement price – must be performed every day. It is crucial for regulators to act here because the closing auction as well as all settlement related trading is a monopoly held by the listing venues and the settlement price it produces is of critical importance to the orderly functioning of the entire European equity, ETF, fund, and equity derivatives markets, as well as to index and benchmark providers. 
- In case of outage on a primary market, preventing orderly settlement price formation for f.e. a benchmark index future or at a stock options expiration, there is no clear replacement mechanism for settlement. The knock-on effects to the entire financial system could be severe. Other regions have clear and robust fallback mechanisms in place. Europe would benefit from implementing such a fallback mechanisms.  This could be achieved by: 
(1) Regulatory defined secondary venue, such as an alternate primary listing market or MTF, for handling the closing auction within a set period prior to the close, ensuring the continuity of settlement prices, to be extended to any major settlement procedure, such as those that occur intra-day during benchmark index futures and options expirations. 
(2) Regulatory stimulus of full post trade interoperability, which ensures that post trade does not pose a challenge for participants to route flow to alternative venues. APT considers full interoperability to be a prerequisite to building true resilience and holding a closing auction on an alternate venue, in  the absence of which participants and their clearing firms face major operational hurdles to consolidate trades and positions after trading in an alternative close. Only a handful of interoperability agreements between CCPs exist in 2021, as CCPs are not incentivized to allow for interoperability, which significantly increases the hurdles for trading on alternative venues. The lack of full interoperability ensures participants remain captive, exclusive members of primary markets. Full interoperability between post trade systems. 
(3) Regulatory stimulus of post trade consolidated tape, as close to real-time as possible, which can replace the primary market/most relevant market as the main benchmark reference feed used in by trading participants across venues and would not be reliant upon any one trading venue operating.
<ESMA_QUESTION_ALGO_36>

1. : Do you agree with the view that the tick size regime had overall a positive effect on market depth and transaction costs?
<ESMA_QUESTION_ALGO_37>
 No comment
<ESMA_QUESTION_ALGO_37>

1. : Is there any further issue you would like to highlight regarding tick size regime?
<ESMA_QUESTION_ALGO_38>
 No comment
<ESMA_QUESTION_ALGO_38>

1. : Do You agree with the proposal not to amend the tick size regime for third country shares? Please explain.
<ESMA_QUESTION_ALGO_39>
 No comment
<ESMA_QUESTION_ALGO_39>

1. : Do you agree with the proposal to widen the scope of the tick size regime to all ETFs? Would this pose challenges in your view? Please explain.
<ESMA_QUESTION_ALGO_40>
 No comment
<ESMA_QUESTION_ALGO_40>

1. : Do you agree with the proposal not to widen the scope of the tick size regime to non-equity instruments? Please explain.
<ESMA_QUESTION_ALGO_41>
 No comment
<ESMA_QUESTION_ALGO_41>

1. : Do you agree with ESMA findings and assessment of the current MiFID II market making regime? 
<ESMA_QUESTION_ALGO_42>
 Members of APT that are market makers are committed to continuously providing liquidity to the markets in which we are active, in both normal and stressed market conditions Trading venues are best placed to set, monitor and manage the RTS 8 market making process,as they have a natural incentive to attract liquidity.
<ESMA_QUESTION_ALGO_42>

1. : What do you think of ESMA proposals and suggested amendments to RTS 8? In your view, what other aspects of the market making regime require to be amended and how?
<ESMA_QUESTION_ALGO_43>
 We support proposal (a) to limit application of scope of Articles 1 and 2 to continuous trading order books, as this is a useful clarification of the scope of these Articles.
We do not support the proposals to broaden the obligation to market making schemes and to require the establishment of monetary incentives, as trading venues are best positioned to set such requirements and schemes that meet the needs of their particular markets.
<ESMA_QUESTION_ALGO_43>

1. : What are market participants views regarding the flexibility left in the MiFID II market making regime? Would you agree with ESMA further clarifying certain relevant concepts? If yes, which ones? 
<ESMA_QUESTION_ALGO_44>
 We support trading venues having the flexibility to design market making agreements and incentive programs suitable for their markets. Trading venues are best placed to define the content of a market making program such that it meets the needs of their own markets. We share the observation on the unequal application of stressed market conditions across trading venues during the start of the Corona crisis in March 2020. It would be helpful if ESMA could clarify the concept of "stressed markets", whilst still allowing trading venues discretion to develop their own criteria appropriate to their own market and ensuring their respective methodology is available to participants.
<ESMA_QUESTION_ALGO_44>

1. : Could you please describe how Primary Dealers agreements are designed (number of designated Primary Dealers, transparency about investment firms having signed such agreements, typical obligations contained, etc…). Do you consider that Primary Dealers should be exempted from the Article 1 of RTS 8? Do you consider that this can introduce a regulatory loophole? 
<ESMA_QUESTION_ALGO_45>
No comment
<ESMA_QUESTION_ALGO_45>

1. : Do you think that venues which introduced asymmetric speedbumps provide enough information regarding the mechanism used? If not, what additional information would be useful to disclose to market participants? 
<ESMA_QUESTION_ALGO_46>
 No comment
<ESMA_QUESTION_ALGO_46>

1. : Reflecting on those mechanisms which allow liquidity providers to provide quotes that can be filled only against retail order flow, do you think that such mechanisms are beneficial in terms of market quality? Is there any specific aspect that you think should be further taken into account, also considering the type of instruments traded? Please specify the venue of reference and the type of arrangement discussed.
<ESMA_QUESTION_ALGO_47>
 No comment
<ESMA_QUESTION_ALGO_47>

1. [bookmark: _Hlk65589991]: Do you think that venues which introduce asymmetric speedbumps should set tighter market making requirements? Please explain why and how tight those new requirements should be.
<ESMA_QUESTION_ALGO_48>
This should be decided by exchanges on a case by case basis. As pointed out in our Paper 'Dutch proprietary trading industry views on speed bumps that aim to improve liquidity provision' of 15 October 2019, published as position on our website, in case trading venues want to encompass speed bumps into the exchange structure this should be based on data collection on the impact of market microstructure pilots, compared against a control group to ascertain if speed bumps indeed achieve their stated objective. f.e. that liquidity provision and/or the heterogeneity of the market has improved, order books have become more attractive for the investing public and traded volumes have gone up. We believe this should first be studied in depth before possible governmental intervention in this field is considered, as each venue and product has a very specific set of conditions.
<ESMA_QUESTION_ALGO_48>

1. : Do you agree on the conclusion that speedbumps might not be a well-suited arrangement for equity markets? If yes, do you think that such arrangements for equities should be prohibited in Level 1? Please explain.
<ESMA_QUESTION_ALGO_49>
 More in general, as set out in our Paper 'Dutch proprietary trading industry views on speed bumps that aim to improve liquidity provision' of 15 October 2019, published as position on our website, views differ within in APT on speed bumps. Some argue that market making liquidity providers are more at risk than liquidity takers. Multiple liquidity takers can target liquidity via multiple paths at minimal risk if they fail. The provider, on the other hand, is alone and at risk of adverse selection if they fail to pull their quote in time. A market maker who is unable to adjust sufficiently to this risk will either widen their spread, show less liquidity or exit the market which is detrimental to market diversity. Speed bumps could lower these adverse selection costs, by decreasing the gap between faster liquidity providers and liquidity providers with a speed disadvantage. On the other hand, others argue that speedbumps positively facilitate ‘quote fade’; fleeting, illusory or “phantom” liquidity. An asymmetric speedbump can provide for a misleading impression of available liquidity in the market, which is undesirable from a pre-trade transparency perspective. Market participants including makers also supply liquidity to the market when taking. Asymmetric speed bumps discriminate against liquidity takers and indirectly impact market makers ability to hedge (perhaps in an alternative product that is subject to speedbump) or unwind risk.  
While we believe speedbumps might serve a purpose in options markets, we agree that the equities market does not seem to be very well-suited for speedbumps. However, we do not recommend express prohibition of the use of speedbumps in equities markets, but careful consideration by trading venues.
<ESMA_QUESTION_ALGO_49>

1. : Do you think that the introduction and functioning of speedbumps should be further regulated? If yes, which specific requirements would you like to be included in EU legislation?  
<ESMA_QUESTION_ALGO_50>
[bookmark: _Hlk66097554] Regulating the functioning of speedbumps will increase the complexity and might have a detrimental effect on the market. It's the best interest of trading venues to introduce speedbumps with functionality that has a positive effect on market quality. Exchanges should have discretion of the market structure and functionality changes they want to introduce. Further regulation is therefore not desired at this stage. 

As pointed out in our Paper 'Dutch proprietary trading industry views on speed bumps that aim to improve liquidity provision' of 15 October 2019, published as position on our website, in case trading venues want to encompass speed bumps into the exchange structure this should be based on data collection on the impact of market microstructure pilots, compared against a control group to ascertain if speed bumps indeed achieve their stated objective. f.e. that liquidity provision and/or the heterogeneity of the market has improved, order books have become more attractive for the investing public and traded volumes have gone up. We believe this should first be studied in depth before possible governmental intervention in this field is considered, as each venue and product has a very specific set of conditions.
<ESMA_QUESTION_ALGO_50>

1. : Is there any specific issue you would like to highlight about speedbumps?
<ESMA_QUESTION_ALGO_51>
No comment.
<ESMA_QUESTION_ALGO_51>

1. : What are your views on the relative timing of private fill confirmations and public trade messages? If you are a trading venue, please provide in your answer an explanation of the model you have in place.
<ESMA_QUESTION_ALGO_52>
 For members of APT, a level playing field is important. We believe it is important that all market parties are informed about transactions at the same time, whether or not they are party to the transaction.
<ESMA_QUESTION_ALGO_52>

1. : Do you consider information on the sequencing of these two feeds at trading venues to be easily available? If you are a trading venue, please provide a link to where this information can be found publicly.
<ESMA_QUESTION_ALGO_53>
No comment
<ESMA_QUESTION_ALGO_53>

1. : Do you think there should be any legislative amendments or policy measures in respect of these feed dynamics? 
<ESMA_QUESTION_ALGO_54>
No comment
<ESMA_QUESTION_ALGO_54>
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