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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
	Optiver V.O.F.
	Activity
	Investment Services

	Are you representing an association?
	☐
	Country/Region
	Netherlands




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_ALGO_1>
TYPE YOUR TEXT HERE
<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>
Optiver is of the opinion that although the scoping of the MiFID II framework is generally appropriate, the level of detail in the regulation is too high which hampers innovation in market structure and creates unnecessary regulatory burden. We prefer to see a better balance between regulation and leaving certain matters to the discretion of the market. An example of 'overregulation' is the tick size regime for 3rd country shares.

Optiver furthermore believes the framework of algorithmic trading should apply to all market participants that make use of trading algorithms on a systematic basis (which is the vast majority of market participants these days). A specific definition for HFT might not serve this purpose, as the goal is to mitigate the risk of trading algorithms impairing orderly trading and market integrity. <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>
As the cost of staying competitive in algorithmic trading continues to increase and the entry barrier becomes higher and higher, we are seeing more concentration risk in that a smaller number of firms is providing a larger part of market liquidity. The larger firms are also in competition to control as much of the flow as possible and to internalise it, increasing the toxicity of the remaining (non-internalised) on-exchange flow.

We would like to suggest minimum standards for exchange size protections. Examples are mistrade rules to limit the impact of erroneous trading. <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>
Optiver supports expanding the scope of the AT requirements to OTC dealing. We believe that any transaction mechanism that is the result of AT and where no human intervention takes place before trade confirmation should be in scope. This includes OTC dealing by SIs. <ESMA_QUESTION_ALGO_3>

1. : Do you agree with this analysis? If not, please explain why.
<ESMA_QUESTION_ALGO_4>
We agree with ESMA’s view - the definition of algorithmic trading refers to a trading technology used to send orders to a trading venue. Since DEA is a way of accessing trading venues that is recognised and regulated by MiFID II, where a DEA client would be using algorithmic trading, that DEA client would fall under the MiFID II algorithmic trading framework. <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>
We have not encountered any specific issue with the definition of HFT and do not consider that the definition requires amendments. 

However we are not convinced that a definition of HFT is providing any added value on top of the requirements in place for firms engaging in algorithmic trading. 

Furthermore, if a separate definition of HFT is deemed necessary then we see not justification for restricting it to proprietary trading only.  <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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
We believe it is clear that when an online broker provides execution-only services to retail investors, this activity does not amount to providing DMA from the broker to the retail investor. <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>
We support ESMA's proposal to extend the scope and definition of algorithmic trading to OTC dealing by systematic internalisers when these SIs execute trades using algorithmic trading technology..<ESMA_QUESTION_ALGO_9>

1. : Do you agree with ESMA’s proposals above? Please elaborate.
<ESMA_QUESTION_ALGO_10>
1. We agree that DEA clients dealing on own account should no longer require authorisation as IF. The DEA providers obligations sufficiently address the risks and this allows for a more level playing field between EU and non-EU DEA users.
2. We agree that the definition of DEA should be amended to include DEA sub-delegation. 
3. We agree with ESMAs proposal to amend Article17(5) of MiFID II to include the number and names of entities to which DEA access is provided, allowing for better oversight of the extent of DEA access. 
4. We have no opinion as it is already a requirement of the trading venues for DEA providers to be authorised as IF or CI <ESMA_QUESTION_ALGO_10>

1. : Do you agree with ESMA’s proposal? Please elaborate.
<ESMA_QUESTION_ALGO_11>
.<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>
We are not supportive of ESMA developing a template for notifications to NCAs under article 17(2) and (5) of MiFID II.

We believe this requirement contradicts the principle of home state control, as described in recital 48 of MiFID II, and further codified in articles 34(1) of MiFID II. Therefore, in our view, notifications made by an investment firm under Article 17(2) and (5) of MiFID II should be made exclusively to its NCA of the home Member State, regardless of where the algorithmic trading activity is conducted. Furthermore, the third paragraph of article 17(2) already describes a form of cooperation between the NCA of the Home Member state of the investment firm and the NCA of the trading venue where the algorithmic trading is conducted. We propose a Level 1 amendment to change this requirement to reflect this principle, along the following lines:

"2. An investment firm that engages in algorithmic trading in a Member State shall notify this to the competent authorities of its home Member State."

In respect of the third paragraph of Article 17(5), we propose a similar amendment.

We are of the view that these notifications can be done on an annual basis. It should be noted that firms engaging in algorithmic trading must already flag orders generated by algorithmic trading, providing NCAs with insights about the variety of algorithms deployed on the trading venues in their jurisdiction.<ESMA_QUESTION_ALGO_12>


<ESMA_QUESTION_ALGO_0>
TYPE YOUR TEXT HERE
<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>
We agree that investment firms should submit an algorithmic trading notification "without undue delay" when algorithms are used in the EEA for the first time. We resist the view that these notifications should be updated "without undue delay" in the event of deploying new algorithms, using algorithms on a new venue, or making changes to existing algorithms, due to the burdensome nature of such requirement. As mentioned under Q12, firms already identify their algorithms through the appropriate order flags.<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>
Yes, we agree with ESMA's approach. But as said in our answers in Q12 and Q13 we feel that firms should only notify the NCA of the home member state and only when using algorithms are used for the first time in the EEA. 
<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>
We do not believe the definition of algorithmic requires any amendments or further refinements.<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>
We do not see merit in imposing specific requirements for different type of algorithms or algorithmic trading strategies. <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>
We use the test environment(s) as provided by the exchanges (next to our own test environments) very regularly. We use these test environments to test bugfixes and new releases of our software components, to perform certification tests, to reproduce and verify certain behavior we observed in production and to further investigate unclarities in the protocol specifications (most protocols describe the fields and messages, but not the behavior and the possible order in which messages will be send).

We often experience that the behavior of the test environment as provided by the exchanges and trading venues is different from the production environment; there is often less capacity in the test environment which makes it not a full representation of the production environment. Test environments are not always managed as production environments; misconfigured price collars in the test environment is a good example. Test environments are shared with other participants which might result in impacting each other’s test scenarios and test environments often do not provide facilities to test unsolicited events, like trade amends, unsolicited cancels and failovers.

Certification tests are often very complex. Diversity and complexity in the financial world is big, so the certification tests are big and complex as well. Often it takes a lot of time to explain to the exchange which scenarios are applicable and not applicable for our software. The certification test scenarios often test non-standard features and behavior (like ‘send an invalid password, send an ‘incorrect sequence number’, ‘do not respond for 5 seconds’) while we do not want to bring these features and this behavior to production. We sometimes have to create special versions of our software, especially for the certification test, which defeats the purpose of a certification test.

We would expect test environments that are managed like production environments and have the same performance, capacity and behavior as the production environment, so we can not only test the functionality, but also capacity, performance and behavior. We would expect at least two test environments; one running the current production version in which we can test our bug fixes and one running the upcoming version, so we can test our software against the new version. We expect that the test environments have tooling to support the testing of unsolicited events and we expect the trading venues to take additional measures to clearly  segregate their production environment from their test environments, to prevent testing on production or trading in test.

The certification tests do not have added value for us. We do test the compatibility of our software components with the systems of the trading venues, but the mandatory certification test scenarios are too complex, too time consuming and insufficiently focused on what we believe is important to test and verify.<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>
No, we do not agree that the definition of “disorderly trading conditions” should be clarified. The financial industry is rather diverse and complex, and we fear that further clarifications will lead to a multitude of interpretations – which directly contradicts the purpose of regulations in general. For instance, we fail to understand why it is only allowed 'to test' for not contributing to disorderly trading conditions while other quality control activities (like defensive programming, design and code reviews) could be more effective.

We propose a more principle based approach to “disorderly trading conditions”..<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>
No, we do not agree that ESMA should provide additional guidance. As mentioned above, we propose a more principle based approach to “disorderly trading conditions”.

Exchange and trading venues provide (for us) important risk management controls, like market-maker-protections, cancel-on-disconnect, mass-cancel-support, lockouts and dropcopies. Adding regulations to enforce the trading venues to provide these concrete risk controls, including the ability to mechanically validate the settings at the exchange seems to be more viable and should have a more direct impact on the prevention of disorderly trading conditions. <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>
We fully support ESMAs view that the RTS 6 self-assessment should entail "a proper due diligence assessment" and that it "should be more ambitious than a statement of compliance".

ESMA notes the "lack of guidance and the free format of the self-assessment" decreases the comparability of self-assessments. We believe comparability and quality of self-assessments may be improved by setting more granular and minimum requirements for the self-assessment. We do, however, believe that imposing a prescribed format is not proportional - particularly not to those firms who are already performing the self-assessment as intended by the legislator.

We believe the objectives of ESMA can be attained by imposing minimum requirements rather than a prescribed format for the RTS 6 assessment. <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>
We are supportive of ESMA implementing minimum requirements (not: a prescribed format) for the RTS 6 self-assessment while reducing the frequency of the RTS 6 self-assessment to once every two 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>
We refer to the above for our position on amendments to the RTS 6 self-assessment framework.<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>
Optiver supports that the self-assessments undertaken by trading venues required by RTS 7 should represent a proper due diligence assessment rather than a statement of compliance.
We believe comparability and quality of self-assessments may be improved by setting more granular minimum requirements for the self-assessment and a baseline for the due-diligence to be observed.

We do not agree that a prescribed format will achieve this and may become a de-facto standard thereby limiting the investigation undertaken into trading systems and controls. Ensuring that trading venues give sufficient attention and care to fully understand the environment in which their trading systems operate, the processes surrounding their operations, and the root cause of any failure will not be achieved through the creation of a clear format to be followed. <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>
Optiver agrees that the self-assessments undertaken by trading venues should be submitted to NCAs and limited to every two years.

In exception to the preceding statement, a significant disruption to trading within a venue should require a self-assessment to be submitted to the relevant NCA within a reasonable amount of time, irrespective of the timing of the previous self-assessment. <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>
We do not believe there is a significant overlap between RTS 6 and RTS 7, due to the different addressees of the main requirements: RTS 6 focuses on the investment firms, whereas RTS 7 focuses on the trading venues. We believe such distinction is relevant. The area where we see overlap, is the testing of algorithms, which is required for investment firms under RTS6, and RTS 7 requires trading venues to have their members certify that these tests have been performed. This overlap is not controversial in our view, due to the different addressees of the respective RTSs.<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>
Optiver disagrees with setting more robust testing scenarios. Trading algorithms and systems evolve more rapidly than regulation which could result in inadequate provisions that act as a de-facto requirements for testing.

A principles-based approached requiring the testing of mandated functionalities, such as pre-trade risk limits and the prevention of duplicative orders would be more beneficial for the prevention of disorderly trading conditions. 

Investment firms are financially incentivised to always be in control of their algorithmic trading systems. Faults will often lead to direct losses which provides a direct and powerful motivation for testing..<ESMA_QUESTION_ALGO_26>

1. : Are the testing environments available for the testing of algorithms appropriate for this purpose?
<ESMA_QUESTION_ALGO_27>
We believe the testing environments are appropriate, but these can be improved. We refer to our response to Q17 for suggestions on different testing types.<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>
Optiver does agree that the circuit breaker mechanism achieved its objective and aided - along with the continuous provision of liquidity by market makers - in avoiding significant disruptions to the orderliness of trading in H1 2020 in particular.

Furthermore, the circuit breaker mechanism was far more effective in aiding the orderliness of trading than other measures (such as short selling bans) that were enacted at the same time with nominally the same goal. <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>
Optiver believes that, though the circuit breaker mechanism is in general effective and fit for purpose in EU equity markets, it could benefit from some improvements to the mechanism, namely:
- Circuit breaker parameterization is complicated on some venues and it can be hard to know which parameters apply to which instruments. It would be helpful if trading venues can make this parameterization as simple as possible given their individual market characteristics.
- On some venues, circuit breaker halts can last for unknown extended periods of time and there appears to be no set criteria to trigger re-opening. We believe the market is better served by all venues following an automated and transparent process for un-halting of stocks and ideally done in a reasonably short time frame.  <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>
Optiver has become aware of one particular aspect of co-location services that is not treated in a non-discriminatory way. This involves connectivity to external telecommunications services - particularly microwave telecommunications networks - that do not have equidistant cabling. This leads to high demand and contention for certain locations within the data centre that likley have reduced cable lengths and lower latency for participants located in those areas. This should be addressed by including connectivity to external telecommunications services in Article 1 paragraph (2) of RTS 10.

Optiver notes that the fee schedules pertaining to co-location services are not published by all trading venues, in particular when the data centre is managed by a third party. Such third parties rarely publish their fee schedule which hinders price transparency and our ability to consider these fair and non-discriminatory.

We are even aware of situations where data centre owners or managers have refused to negotiate quoted prices on the basis that these must be fair and non-discriminatory but without providing the transparency to justify such claims.

While no supervisory issue has been raised in relation to co-location services, we would like to encourage ESMA to address the lack of transparency surrounding co-location service provision. <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>
Optiver does not agree that the disclosures required under RTS 10 need to be harmonised at this point.

We believe that transparency of the disclosures required under RTS 10 is currently lacking as most trading venues do not publish many, or all of the required disclosures.

Optiver believes the following change to the wording of Article 2 would clarify the transparency obligations of trading venues with regard to co-location services:

"Trading venues shall prominently publish the following information on their websites regarding the co-location or proximity access services pertaining to their venues".. <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>
Optiver does not agree with ESMA’s proposal to set out a maximum OTR calibrated per asset class. 

The reason for the observed divergence in OTR limits across trading venues is that the performance characteristics of each trading platform with regard to capacity and throughput vary widely. Moreover, other factors such as the number of participants, tick sizes, and volatility also differ from venue to venue and also for products within the same asset class. Each of these factors have direct impact upon the number of orders submitted and are justifiably taken into consideration by market operators when calibrating the OTR limits applicable to their markets. A market operator is the most capable party to determine OTR limits that reflect these, and other relevant factors.

Market operators are highly motivated and incentivized to effectively manage the capacity of their trading platforms and ensure that OTR limits are calibrated appropriately so as to prevent disruption to their systems.

ESMA should carefully consider the aim of having OTR limits and ensure that regulatory provisions surrounding them are appropriate. Imposing a maximum OTR on all trading venues does not add any tangible benefit to the market beyond what is already required under the existing provisions but potentially imposes a restriction upon market participants, and market makers in particular, that is not justified by the capacity of a trading platform.

During the period of extreme volatility witnessed early in 2020 when many participants had reduced market activity, the need for liquidity was paramount. Optiver witnessed that OTR limits restricted some market makers from providing additional liquidity when it was most needed. There is a distinct possibility that an ill-calibrated OTR, whether inappropriate for a particular venue or a specific product within a product class, would restrict liquidity providers leading to degraded market quality, increased market volatility, or eventually a disruption to price discovery.

It is appropriate that each market operator is not only able to set the OTR limits for their venue but also be able to respond rapidly to changed market conditions by lowering, or raising the OTR limits as well as the ability to grant exemptions for violations based on circumstances such as the provision of price discovery and liquidity during periods of market volatility. <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>
While not having insight into the number of breaches of OTRs by other market participants, Optiver agrees that in the case of its own algorithmic trading strategies there have been a low number of breaches of the OTR stipulated by trading venues. Those breaches which do occur tend to happen during periods of significant volatility, the worst possible moments to restrict   liquidity providers from providing tradeable quotes to the market.

Market volatility is a factor outside of the control for either a market operator or participant, with liquidity providers needing to respond to frequently changing signals in the market in order to manage the risk of posted liquidity while still providing much needed price discovery.

The fact that there has been relatively few breaches of the OTR does not at all signify that there is a deficiency in the specification and monitoring of OTRs by trading venues, or the regulatory provisions. It is much more likely that related requirements such as the obligation to test algorithms to ensure that they do not contribute to disorderly trading conditions, conformance testing, and stress testing of exchange platforms and algorithmic trading systems have contributed to reducing the potential causes of disorderly trading conditions. <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>
Optiver does not believe that there should be a convergent approach to the consequence for breach of an OTR.

It is appropriate that in the event of a breach of an OTR, the trading venue first contacts the participant concerned in order to ascertain the reasons for the breach and discuss possible solutions.

If ESMA is committed to adopting a convergent approach, then in the case of a market maker breaching an OTR it is more appropriate for a trading venue to adjust the financial incentives provided rather than censure or the issuing of a fixed penalty. This allows the market maker and the trading venue to reach a commercial decision upon whether the circumstances that led to the breach justify the continuation of liquidity provision. This can help reduce disruptions to liquidity during volatile market conditions. <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>
Optiver believes that there should be an improvement to the communication from trading venues to the market at large in the case of system or trading outages. The trading outages in 2020 (as well as those that occurred previously) highlighted varied communication protocols and standards from different exchanges, which further exacerbated the disruption to the market caused by the outage in the first place.

We believe that the need for these communication improvements continues to grow as European exchanges continue to consolidate. This consolidation leads to more widespread effects of an outage as single trading systems operate on many markets simultaneously.

Optiver does not believe that there should be one prescriptive format for communication but that there should be a set of minimum standards in place for all trading venues for handling and communicating a trading outage that would include the following:
- Establishment of a crisis management team at each trading venue. This crisis management team would be responsible for communications around outages to all stakeholders as well as maintaining the venue’s crisis playbook.
- Trading venues need to develop and publish a playbook for what will occur if or when an outage takes place. The playbook needs to clearly identify the mechanisms and locations (websites, protocols) for dissemination of information to stakeholders regarding the outage as well as what information these channels will include and in what format, in addition to the protocols to be followed for identifying, diagnosing and resolving issues and halting and restarting trading.
- All communications regarding the ongoing health of a venue’s trading system and details about possible outages need to be made public and be available to all interested parties in a central location, for instance on a defined webpage. 1) This should be updated on a fixed schedule, for instance every 30 minutes, giving a status update, even if the update is “no update”. 2) Any planned re-opening times should be published on this central location.
- Make communications regarding market status in a machine readable format, ideally available on exchange connectivity and market data protocols, so that trading systems can automatically incorporate these notifications into their functioning, if relevant. At a minimum, any market statuses, instrument prices, outstanding order statuses, and trade feeds published by trading venues on their execution or market data feeds must be accurate and consistent during an outage.
- Trading venues need to be proactive and clear in their communications, giving stakeholders as much detail as is known, as soon as it is known, without speculation.
- Trading venues should provide publicly the specific time stamps at what point orders were cleared and/or rejected and which trades were considered valid.
- Trading venues should provide all stakeholders and members with a comprehensive post-mortem analysis and follow up points after any major incident, which should include 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>
Optiver believes that it would work best if industry-led initiatives will be put forward and implemented in order to facilitate more continuity of trading in case of a technical outage on the primary market. Optiver firmly believes that such initiatives are best developed by industry practitioners and stakeholders and subject to normal commercial incentives rather than strict regulatory intervention. 

Targeted regulatory intervention undertaken to give such initiatives the chance to succeed would be helpful. Without these, the hurdles to truly resilient trading remain too high and there will remain key fragilities in the European equity market structure.  These regulatory interventions need to be narrow in their focus and aimed only at removing hurdles to resilience, in order to avoid introducing additional complexity (and therefore fragility or unintended consequences).

Optiver believes that these regulatory interventions are necessary in order to enable industry innovation and improvement to the continuity of trading in case of a primary market outage and at the same time they will ensure that any such outage, while still being by its nature disruptive, will not lead to excessive systemic disorder in the wider capital markets but instead can be contained to the venue on which the outage occurred.

Communication Standards and reopening procedures

Regulators would be in the best position to mandate the minimum standards of communication as described in our answer to Q35.

Along with this, we would like to ask regulators to 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 necessary amount of time needed to solve the underlying issues and reopen in an orderly, controlled fashion.

While Optiver recognizes the spirit of the aim to resume trading as rapidly as possible, the reality of IT incidents is that they take time to assess and resolve. The true nature or cause of an incident is often not apparent from its initial symptoms. In order to properly solve any incident, a careful analysis must be taken, followed by an orderly fix. Only then can trading be restarted, which must also occur simultaneously with the restart of members’ trading systems as well.

Exchanges also have an inherent economic incentive to restart trading quickly, and this incentive would only increase if trading can move to alternative markets, so regulatory pressure would be redundant.

The market would be better served by improved resilience across the system as a whole, with true alternatives to primary markets (or any individual venue), rather than a specific and arbitrary focus on restart times.

Safeguard the orderliness of Settlements and Close

Regulators are in the best place to ensure that there is always a robust settlement price mechanism in place. In particular, 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 (and more broadly 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, not to mention index and benchmark providers. 

If an outage on a primary market were to occur preventing orderly settlement price formation for, say, a benchmark index future or at a stock options expiration, there is no clear replacement mechanism for settlement and the knock-on effects to the entire financial system could be severe. If such an outage were coupled with heightened volatility, participants and investors could conceivably go bankrupt and trigger systemic disruption. Other regions where multiple trading venues exist or prolonged disruptions due to natural disasters are more common, have clear and robust fallback mechanisms in place. Europe would benefit from also implementing such a fallback mechanisms. 

This could be achieved in a number of ways, for instance:
- Implementing a regulatory defined secondary venue for handling the closing auction in case of a primary listing outage that occurs or is still occurring within a set period prior to the close. This will ensure the continuity of settlement prices, which are critical to all industry participants. Such a secondary venue could be an alternate primary listing market or an MTF. This should be extended to any major settlement procedure, such as those that occur intra-day during benchmark index futures and options expirations.
- Alternatively, allow primary markets to maintain their monopoly on the closing settlement auction but holding these auctions to a higher resilience and continuity standard. For instance, by mandating that the closing auctions have redundant, seamless failover protocols in place.

Mandate Pan-European post-trade interoperability

Despite existing in some forms for more than 30 years, interoperability agreements between CCPs are not the norm in Europe. In fact, only a handful of agreements exist in 2021. The main reason is that CCPs are not themselves incentivized to allow for interoperability as such arrangements break the CCP’s de facto monopoly and increase complexity. Therefore it is only in the face of consistent and fierce member demands that CCPs work toward interoperability.

The upshot is that this fragmentation in post trade significantly increases the hurdles and associated costs that participants face when considering trading on alternative venues. In many cases the lack of full interoperability ensures participants remain captive, exclusive members of primary markets.

Ensuring that post trade systems are fully interoperable, so that post trade does not pose a challenge for participants to route flow to alternative venues, would be a benefit for European investors generally, as competition would force costs lower for both trading and post trade processing. Optiver considers full interoperability to be a prerequisite to building true resilience and holding a closing auction on an alternate venue. In the absence of interoperability, participants (and/or their clearing firms) would face major operational hurdles to consolidate their trades and positions after trading in an alternative close. Many may choose not to participate because of this burden, thereby reducing the effectiveness of the alternative.

Full interoperability (or, even a single pan-European post trade, utility-like CCP) should be considered a public good, benefitting European investors at large, and can be best mandated by regulation.

Implement a consolidated tape

Regulators should prioritize the implementation of a real-time, post trade consolidated tape, which could then 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. For more details on our envisioned structure for Europe’s consolidated tape, please see our prior Insights note here: https://insights.optiver.com/consolidated-tape/
<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>
Optiver values the importance of an appropriate tick size regime. The setting of tick sizes is a balancing act. When tick sizes are too low, liquidity is dispersed, order-to-trade ratios are higher and it encourages non-meaningful price improvements for small size to get in front of larger size liquidity. Contrary, if the tick size is too high, the security's liquidity become tick-constrained, which means there is no room left for price improvement which leaves the bid-ask spread higher than necessary. High tick sizes also encourages posting more liquidity than needed. This oversupply is more likely to disappear in times of market volatility.

The MiFID2 tick size regime has improved the overall market. Although the most liquid shares' tick sizes are on the small sizes, we agree with the methodology to set the tick sizes in relation to price and average daily transactions. The harmonisation of the tick size regimes across Europe has improved the market as well. <ESMA_QUESTION_ALGO_37>

1. : Is there any further issue you would like to highlight regarding tick size regime?
<ESMA_QUESTION_ALGO_38>
TYPE YOUR TEXT HERE
<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>
Regarding third country shares, it is important to keep in mind that most price formation in these shares takes place in their respective home markets. As a result, the prices of these 3rd country shares on the European venue are mostly derived taking into account FX and other applicable price conversions (e.g. clearing costs or transaction taxes).

We feel that regulation is not necessary here and that exchanges should have the freedom to set this at their discretion. Trading in third country shares plays only a limited role in European capital markets and any mandated tick size regime for these would lead to unnecessary workload on the exchange's side, possibly even resulting in a worse outcome - decreasing the liquidity we are currently seeing. <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>
Most trading in European ETFs happens through Request For Quote systems (RFQ) on the MTFs owned by Bloomberg and Tradeweb. We do not believe a change in tick sizes will change this.

However, in general the reduced tick sizes in ETFs have been beneficial for on-exchange trading of ETFs. <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>
Non-equity ETFs could by default follow the same tick size regime as for other ETFs, but we do advise ESMA to allow exchanges the discretion of lowering tick sizes in specific cases. For example, ETFs that track an overnight benchmark interest rate (smart cash ETFs) could trade at lower tick sizes due to the very high predictability of next day's net asset value. Forcing these particular instruments into the Mifid2 tick regime would not be appropriate. <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>
Optiver is strongly committed to continuously provide liquidity to the markets in which we are active, in both normal and stressed market conditions. This commitment is not dependent on the presence of a regulatory market maker regime. On that account, we do not believe the RTS 8 market making regime has brought more predictability into high speed market making activity, nor do we believe that the RTS 8 market making agreements have meaningfully increased liquidity. This is because the contractual obligations imposed by RTS 8 market making agreements are, in general, very permissive compared to the order books for these shares. We believe trading venues are better positioned than regulators to assess the market making needs of their own markets, and subsequently design and establish market making programs that effectively stimulate liquidity provision. 

However, should ESMA wish to keep the RTS 8 market making agreements in place as a way to identify and monitoring market makers, we believe trading venues are best placed to monitor and manage the RTS 8 market making process, including the responsibility to monitor whether a participant has met or has ceased to meet the threshold set by the trading venue and subsequently registering or de-registering the participant as a market maker. We also observe that the criteria specifying what activity is labeled a market making strategy in RTS 8 is not always aligned with other definitions of market making activity, such as those used in the various Financial Transaction Tax regimes or in the rules for short sale ban exemption. This results in inconsistencies in terms of the requirements to adhere to qualify as a market maker for different purposes and increases the red tape around providing liquidity to markets.

Optiver is of the opinion that more nuance is required in some of the statements made related to the assessment of the behavior of market makers during the Covid-19 crisis in March 2020, which has been one of the most volatile periods of the last 10 years. There may have been market makers that simply stopped their activity during the most volatile period, but certainly many must have been restricted by (proxy) regulatory capital requirements, and not by not the MiFID II market making agreements. Regulatory limits such as the Leverage Ratio forced Optiver to reduce liquidity provision while the CRR impacted position absorption.
<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>
Optiver partly agrees with proposal a. While the proposal is a useful clarification of the scope of the Articles 1 and 2, we would prefer the removal of the mandatory RTS 8 market making agreement. Trading firms like Optiver are strongly committed to continuously provide liquidity to markets notwithstanding the presence of mandatory market making agreements, and therefore we do not believe the RTS 8 market making regime has brought more predictability into high speed market making activity, nor does it meaningfully add liquidity to the market.

Overall, we do not believe the RTS 8 market making regime meaningfully adds liquidity to the market and we would prefer the removal the RTS 8 scheme. We also observe that the criteria specifying what activity is labeled a market making strategy in RTS 8 is not always aligned with other definitions of market making activity, such as those used in the various Financial Transaction Tax regimes or in the rules for short sale ban exemptions, creating inconsistencies in terms of the requirements to adhere to qualify as a market maker for different purposes.

Optiver does not support proposals b. and c. We believe that trading venues are best positioned to set requirements and implement market making schemes that best meet the needs of their own markets, as they have a natural incentive to attract liquidity. A well designed market making program with the right incentives stimulates price setting and will facilitate a robust, liquid order book. As there is no one size fits all program, it should be customized to the relevant factors of the particular market segment and avoid perverse incentives and unintended consequences. In contrast, ill-calibrated market making schemes run the risk of lowering liquidity instead of incentivizing it. <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 believe that market making agreements and schemes are most effective in supporting liquidity when their design and implementation are left to the discretion of the respective trading venue and are not mandated by regulation. Trading venues are best placed to define the content of a market making program such that it meets the needs of their own markets. 

Optiver supports ESMA’s observation on the unequal application of stressed market conditions across trading venues during the Covid-19 crisis in March 2020.  It would be helpful if ESMA could give additional guidance on the concept of stressed markets, whilst allowing trading venues to adapt the approach 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>
While this question is not relevant to Optiver’s business activity, we do note that in the asset classes in which Optiver is active there is not a strict distinction between “high-frequency market makers” and “liquidity providers that operate on the basis of an established inventory and maintain overnight positions”. There are various ways in which market makers that apply high-speed algorithmic strategies to access markets can and often do warehouse and manage risk. That may also includes establishing inventory and maintaining overnight positions. Furthermore, any exemptions given to a certain categorized group of participants, such as those suggested here for Primary Dealers, must be considered carefully to not put another group at an unfair disadvantage. <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>
The best example of an asymmetric speedbump that got recently introduced in Europe is PLP on Eurex. We believe sufficient information on the mechanism was communicated to Optiver  as liquidity provider. That said, the information that can be found on the website and in the relevant circulars is relatively sparse. Whether or not additional information was desired by other market participants will need to be checked with them. <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>
First and foremost, we believe competition between exchanges is healthy for markets, as it incentivizes innovation, market structure development and competition on cost. However, ideally within an exchange all market participants have the ability to interact with the same flow on screen. That leads to the most efficient price discovery, the healthiest order books and ultimately is therefore in the best interest of the end investor. 

With regards to mechanisms that allow liquidity providers to provide quotes that can only be interacted with by retail flow: Following the earlier outlined logic, this would cause undesired market fragmentation as not all participants have the ability to interact with the same flow in the central limit order book. On the other hand, if these mechanisms attract retail flow to the screen that would otherwise have traded OTC, we do consider that a positive in terms of market development. This means that in answering this question you need to balance the cost of fragmentation vs the potential value of attracting retail volume to screen. Therefore, if sufficient new retail volume is attracted to the screen, having these mechanisms in place can be considered beneficial for the market, but ideally this fragmentation of flow within an exchange is avoided giving all market participants the ability to interact with the same flow on screen. 

A specific aspect to highlight for further consideration is how structured products operate with a single market maker model, where there is only a single market maker providing liquidity and who is often also the issuer of the affiliated warrant. Retail participation is typically high in these products and some venues have various advantages in place for the liquidity provider, including 'last look' functionality and latency advantages. These advantages for the single market maker are not in the best interest of the end investor. In fact, a report published by FIA EPTA actually found that participants who traded warrants in a specific period were much worse off in terms of pricing compared to the equivalent listed products. This further confirms our believe that retail participants benefit most from executing directly on screen where multiple market participants are able to interact with the flow leading to the most efficient price discovery, best serving the end investor. <ESMA_QUESTION_ALGO_47>

1. : 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>
Asymmetric speed bumps should only protect liquidity providers from latency arbitrage in options markets, where liquidity providers have a structural disadvantage compared to liquidity takers. A well-designed speed bump effectively protects MMs quotes from latency arbitrage, which changes the risk/reward profile of quoting, allowing market participants to tighten their spreads. Theoretically this means market making requirements can be tightened, but there could be downstream effects: in principle, smaller, non-latency optimized firms benefit most from liquidity protection, including speedbumps. A speedbump allows them to participate on the BBO, lowering the barrier to entry and increasing the diversity of participants in the order book. Further tightening market making requirements could eliminate some of these benefits, so tighter market making requirements are definitely not a straightforward next step if speed bumps are introduced.

If exchanges observe that market making requirements are more easily met by more market participants, they already have a commercial incentive to tighten the requirements accordingly. Therefore, in our view, exchanges are best placed to determine the most effective market making program and requirements. Tightening market making requirements after an asymmetric speedbump is introduced, should thus not be enforced by regulation.

On the statement “ESMA agrees that speedbumps increase the risk of fading liquidity during stressed market conditions” we would actually argue the opposite: speedbumps can provide protection to market makers from latency arbitrage, especially in the options markets (where market makers necessarily have to manage hundreds or thousands of quotes), allowing for a larger diversity of market participants to be active on the BBO and focus on price setting. This increases the robustness of the market, especially in stressed 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>
Optiver believes that speedbumps serve a purpose in options markets, as they protect liquidity providers from the structural disadvantage caused by latency arbitrage, but this does not necessarily translate to other asset classes. A key reason why we believe a well-designed speed bump can improve market quality in particular in options market is because liquidity providers are often more at risk in the options market as they need to show and update quotes on hundreds of strikes and expiries per product. At the same time multiple latency arbitragers can target specific liquidity via more than one path, with limited or no risk should they fail. The liquidity provider on the other hand, is on its own and can often send only one cancel or amend message, exposing it to adverse selection on multiple (outdated) quotes when failing to pull all quotes in time. Thereby the cost of getting adversely selected often significantly outweighs the benefit of capturing the spread as market maker.

Latency arbitrage is also prevalent in equity markets, but liquidity providers have much less quotes to maintain, volumes in fungible equity products are usually spread over various venues and price formation of equity products differs from derivatives. Given this, we don’t believe that an asymmetric speedbump would add value in equity markets, but to minimize latency arbitrage there might be value in introducing fast deletes or purge ports to protect liquidity providers. More investigation would be needed to have a firm opinion on this.

Regardless of this, and to answer the last question, we are not in favor of explicitly restricting speedbumps in certain asset classes through regulation. We believe that if there’s a clear demand for certain market functionality, including speedbumps, exchanges should be able to offer this in all asset classes. <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>
We believe that well-designed speedbumps are as simple and transparent as possible. This ensures they are effective, and set out what they are suppose to do: protect liquidity providers from latency arbitrage. More complexity results in an increased chance of undesired behavior and a negative effect on market quality.

Optiver has concerns that further regulating the functioning of speedbumps will increase the complexity and therefore has a detrimental effect on the market. Besides this, it’s in the best interest of trading venues to introduce speedbumps with functionality that has a positive effect on market quality, otherwise they run the risk of volumes migrating away from their venue. Given this, we think exchanges should have discretion of the market structure and functionality changes they want to introduce. Further regulation is not desired <ESMA_QUESTION_ALGO_50>

1. : Is there any specific issue you would like to highlight about speedbumps?
<ESMA_QUESTION_ALGO_51>
Liquidity protections like speed bumps can help create balance between liquidity takers and liquidity providers which is key for creating healthy order books, resulting in an efficient market that benefits end investors. Asymmetric speedbumps are a form of liquidity protection that could benefit the market (especially in options markets), but implementation details of the functionality are key as unnecessary complexity in the design could have the opposite effect. An example of this would be speedbumps with a relatively long delay on aggressive orders as these could in turn lead to an unfair advantage for liquidity providers at the expense of liquidity takers <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>
Optiver believes that information dissemination should be deterministic and equal, meaning market participants should receive trade information at the same time. To achieve that, public feeds should arrive no later than private feeds. As it is not technically achievable to always have public and private feeds to arrive at the same time, most trading venues have configurated their systems to (almost) always have public messages arrive before private messages.

There are situations in which there are good reasons to have private fill confirmations arriving first, particularly concerning large block trades where it would give the parties to the trade time to hedge without major market impact. But using faster private fill confirmation messages for arbitrage purposes should be prevented and is harmful for markets the reasons indicated by ESMA. <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>
As recent events have shown, a trading venue’s sequencing of the public and private feeds is not always sufficiently clear to all market participants. We believe that transparency on the relative timing of public and private feeds is important for markets and trading venues should ensure the information is available to all participants. <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>
In our view trading venues should strive to have public feeds arrive no later than private feeds to ensure fair and transparent markets. Where this is not the case, it is imperative that the trading venue informs the market of the reasons for that decision.

[bookmark: _GoBack]We believe that the relative timing of public and private feeds is ultimately to remain the business decision of the respective trading venue and should not be dictated by regulation. Nonetheless, transparency provisions should require trading venues to adhere to a determistic trade feed distribution model and to be transparent on the model that is being used on their market. We believe that such a transparency requirement will lead to the desired outcome of prioritising  public feeds over private feeds. <ESMA_QUESTION_ALGO_54>
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