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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
	TraderServe Limited
	Activity
	Non-financial counterparty

	Are you representing an association?
	☐
	Country/Region
	United Kingdom




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_ALGO_1>
TraderServe Limited is a software company that is offering a dynamic testing platform to help identify algorithmic behaviour likely to contribute to market disorder.  We have limited our responses here to issues most directly relevant to our experience with algorithmic testing and with the use of speedbumps at trading venues, which we have researched in simulation using our platform.  Specifically, we have answered Q15-19, Q25-27 and Q48-51.
Some of our points in summary:
There has been some lack of clarity in the industry concerning the MiFID II requirements on testing for contribution to market disorder, so we, and many we know, would welcome additional regulatory guidance on this issue.  We approve of the proposed definition of “disorderly trading conditions” and believe that ESMA should offer additional guidance on testing for contribution to market disorder.  We offer some specific suggestions of the sort of tests that might be recommended at minimum, whilst advising against a comprehensive test list which might allow some algorithms to skirt around the regulations.  We also argue that a dynamic testing environment, which allows the tested algorithm to interact with a realistic simulated market and with other algorithms, is essential: this sort of testing is unsuitable for traditional market replay platforms. It would be helpful if ESMA added clarity on this point. We comment on the absence from RTS 6 of the obligations on investment firms to certify to venues that their algorithms have been tested in this way (and to explain the testing) and strongly urge ESMA to reproduce in RTS 6 the text, currently in RTS 7 only, that specifies these obligations.
Finally, on speed bumps, we are unpersuaded of the advantage of adding asymmetric intentional delays at trading venues since we believe this would reduce the reliability of liquidity and the quality of execution on affected exchanges.   On the other hand, while we note the impact on best execution requirements, we feel on the basis of our research that there may be a role for symmetric delays provided they are not too great in size and are subject to suitable pilot studies.
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Questions 

1. : What is your overall assessment of the MiFID II framework for algorithmic trading, HFT and DEA?
<ESMA_QUESTION_ALGO_1>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_ALGO_3>

1. : Do you agree with this analysis? If not, please explain why.
<ESMA_QUESTION_ALGO_4>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_ALGO_9>

1. : Do you agree with ESMA’s proposals above? Please elaborate.
<ESMA_QUESTION_ALGO_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_ALGO_10>

1. : Do you agree with ESMA’s proposal? Please elaborate.
<ESMA_QUESTION_ALGO_11>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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 consider that the definition of Algorithmic Trading given in Article 18 of the Commission Delegated Regulation (EU) 2017/565 is sufficient.  While clarification is welcome, no list of trading strategies deemed to come under this definition could ever be exhaustive. There is a suggestion that an algorithm be exempted from the requirements imposed on algorithmic trading where it has minimal impact on the fair and orderly operation of the markets. However, this lack of impact could only be verified, outside live trading, by behavioural testing for its contribution to market disorder; but this is presumably one of the requirements from which exemption is being proposed.  In our experience, testing algorithms in a dynamic environment, there are many conditions, especially involving interaction with antagonist algorithms and where liquidity drops suddenly, for which even the most apparently innocuous algorithm can be induced into contributing to market disorder.<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 believe that having different requirements for different types of algorithm could introduce confusion and would not benefit the fair and orderly operation of the markets.  Without knowing exactly what the different types would be, it is hard to be more specific but we have concerns both about how clear the types could be and whether exemptions for certain types would be actually warranted.
To explain our thinking, we consider one possible example of a type of algorithm, market making, and we suppose that it is suggested that such algorithms be subject to less stringent requirements than market taking algorithms on the grounds that they are providers rather than consumers of liquidity, it being supposed that liquidity provision is only beneficial to fair and orderly markets.  Few market making algorithms, however, exclusively place passive orders and those that do so may still damage the integrity of the markets.  To take the first point, market makers naturally have mechanisms for trading aggressively in order to neutralise exposure.  These components may be guilty of over-consumption of liquidity, especially in low liquidity conditions, as has been noted on occasions and in particular, during the S&P 500 e-minis flash crash in 2010.  Furthermore, moving to the second point, exclusively passive trading behaviour is quite capable in itself of contributing to market disorder.  When large numbers of orders are placed and cancelled rapidly, the impact may be to create latency at an exchange and on its order and data connections.  Such “quote stuffing” behaviour is entirely passive but, nevertheless, severely disruptive.  Also, where large volumes are placed at price levels near the top of the order book and moved with the market to prevent their being filled (“spoofing”) the “weight” of these orders can exert pressure on price and affect the fairness of the market. For these reasons, we would oppose any suggestion that market making algorithms (as one example) should have fewer requirements than other algorithms.
Considerations of this sort lead us to believe that it would be dangerous to treat algorithms of varying types differently in respect of the obligations to maintain a fair and orderly market.
<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 have been developing and deploying dynamic algorithmic testing environments for the past decade.  The 2010 S&P500 e-minis flash crash alerted us to the new dangers to market order and integrity posed by algorithmic trading.  We were also aware of the limitations of standard backtesting or market replay platforms for testing the disposition of an algorithm to contribute to market disorder.  In response to the 2011 “ESMA Guidelines on systems and controls in an automated trading environment for trading platforms, investment firms and competent authorities” and in anticipation of later regulatory moves, we felt that what was needed was a new kind of testing that allowed algorithms to interact with a realistic simulated market and, more especially, with other algorithms.  The aim of such testing was not to estimate the profitability of an algorithmic strategy but to measure its propensity to create or contribute to market disorder.
Having modified our own algorithmic trading environment to provide such a platform and developed our own measures of passive and aggressive disorder provocation in consultation with regulators, we provided our environment initially to trading venues and then to banks, brokers, hedge funds and proprietary trading firms when MiFID II shifted the testing responsibility from the venues to investment firms.
There are significant technical problems to overcome in developing a realistic, interactive simulation of a live market and, especially, in building a system of related markets: in our implementation arbitrage trades are used to produce the necessary market linkages.  Nevertheless, we have shown that these problems are far from insuperable.  Platforms, such as our own, are already proving useful in protecting markets from both abusive and poorly-designed algorithms amongst firms concerned to adopt best practice MiFID II compliance.
Testing platforms of this kind are underused at the moment principally because many investment firms have not properly understood the requirement to test for contribution to disorderly trading conditions.  See also our response to Q25 below.
<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>
We agree that it would be helpful to clarify what is meant by “disorderly trading conditions” and that it would be appropriate to define them as conditions “where maintenance of a fair, orderly and transparent execution of trades is compromised”.  This also fits well with the Market Abuse Regulation.  We recognise, however, that this will not satisfy all market participants because the words “fair”, “orderly” and “transparent” might be seen as just as much in need of clarification.  Nevertheless, we believe that any attempt at a crystal clear definition is bound to fall short, and, in consequence, appear to legitimise algorithmic behaviour that is damaging to the operation of the markets.  We explain our thinking below.
The issue of market disorder is most often raised in reference to extremely volatile conditions.  We recall that EU regulators explored the idea of defining it in such terms but correctly abandoned this in response to strong arguments to the effect that, where there are sudden changes of market-sensitive information, extreme volatility can be an indication that the markets are operating fairly (by adjusting price swiftly to new levels).  If “extreme” volatility is not the problem, then perhaps it would be better to attempt a definition in terms of “excessive” volatility given the scale of the change in information.  But here too there are issues.  First, how could “disorder” in this sense be measured?  Who is to say what the correct amount of volatility should be?  And, secondly, to focus purely on volatility is to miss other aspects of market disorder: for example, excessive messaging resulting in sizeable latencies which offer arbitrage opportunities to those with the fastest connections and, thereby, affect the fair and orderly operation of the market while having negligible effect on price movement.
Perhaps, then, it might be thought preferable simply to list all the different types of disorderly trading conditions. Such an approach, however, would be dangerous as it could easily overlook less common aspects of disorder, thus allowing an unscrupulous algorithmic trader to create such conditions with impunity should they prove fruitful for their strategies.
To sum up, the definition suggested of disorderly trading conditions offers more clarity to market participants and is to be welcomed.  Market disorder can be manifested in many different ways, though, and regulators would be well advised to refrain from attempting to itemise all of these ways lest they appear to be legitimising by omission the deliberate creation of other conditions which happen to unfairly disadvantage some market participants.
<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>
It would certainly be valuable for ESMA to provide additional guidance for testing on disorderly conditions.  It should stress that testing should be focused on the question of whether there are conditions in which an algorithm can create or contribute to market disorder – this is not just stress testing to see if the algorithm can cope in difficult conditions.
ESMA should also make it clear that testing should be done on a platform which allows an algorithm to interact with other algorithms in a realistic simulation of a live market.  Platforms offering historical market replay cannot be sufficient for this task.  At best they can be modified to show some market impact but they cannot explore an algorithm’s vulnerability to the behaviour of other algorithms by allowing them to interact in the simulated market.  The 2018 FCA Review Paper “Algorithmic Trading Compliance in Wholesale Markets” is helpful on this point when it describes as good practice the development or use of “dynamic testing environments, that not only consider how their algorithmic trading strategies perform in a period of market disruption, but also assess whether their strategy further contributes (in combination with other trading activity) to market disruption.”
Another thing that might be stressed is that where an algorithm (for example a Smart Order Router) may access multiple venues, a sufficient set of venues (ideally the full set) should be simulated.  In practice this requires mechanisms for relating the price levels on the various venues, which adds complexity to the testing platform but can be achieved, in our experience, by simulating arbitrage trades.  Incidentally, this need to simulate multiple, related markets simultaneously is a fundamental reason why making use of a single exchange’s testing systems cannot be sufficient for algorithms trading on more than one venue.  See also our response to Q27.
We have argued in our response to Q18 that study of price movement alone is insufficient to capture the concept of market disorder.  For this reason we believe that behavioural market testing should examine (at least for CLOBs) more fundamental aspects of an algorithm’s interaction with a market such as the extent of liquidity consumption, the rate of messaging and whether the algorithm’s pattern of orders and modifications could be construed as misleading other market participants about the interest in trading on one or other sides of the market.  From our conversations with many investment firms it is clear that guidance on this issue from ESMA would be particularly valuable.
So far our remarks have focused on generic features of the required testing platform.  Turning to guidance on specific testing, we believe it would be a mistake for ESMA to attempt an exhaustive list of the problematic market circumstances to be explored: the algorithm’s designer and the firm should understand best its weaknesses and should not overlook testing for these even if they do not appear on the list.  Nevertheless, we believe it would be helpful to investment firms to specify that tests should include at least the following: the effect of changing latency on the data and trade connections;  the effect of sudden drops in market liquidity; the extent of contribution to excess market movement in trending markets of various kinds; response to “fat finger” errors by other market participants;  vulnerability to front running; interactions with various kinds of abusive algorithms (e.g. spoofing, layering, momentum ignition, smoking, quote stuffing); and the effect of shutting off the algorithm.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
While there is overlap between RTS 6 and RTS 7 concerning algorithmic testing requirements, only Article 10 of RTS7 contains the obligation on investment firms both to certify to trading venues that their algorithms have been tested for their contribution to market disorder and to explain the testing (RTS7 Article 10 (1)).   We have found that many investment firms were unaware of these responsibilities because they did not occur in RTS 6.  It would, therefore, be very helpful to avoid misunderstanding by reproducing the relevant clauses in RTS 6. In general overlapping requirements are beneficial in protecting fair and efficient markets by ensuring that both investment firms and venue operators have clear and consistent regulation which avoids gaps.
We fully support ESMA’s decision to place the onus for testing on the investment firm and to require that they self-certify.
<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>
We believe that the testing of algorithms for their contribution to disorderly trading conditions is an important and indispensable part not only of MiFID II but also of establishing confidence that algorithms will not cause market disorder.  See our response to Q19 above for our views on testing scenarios.
<ESMA_QUESTION_ALGO_26>

1. : Are the testing environments available for the testing of algorithms appropriate for this purpose?
<ESMA_QUESTION_ALGO_27>
Testing environments are available for the testing of algorithms for their disposition to contribute to market disorder.  We ourselves have been deploying one solution to venues and investment firms for 9 years.  See our response to Q 17 for more details.  
It is important to stress that platforms for this purpose cannot simply replay historical data.  They must produce a realistic simulation of a market (or collection of related markets) and allow the algorithm under test to interact with other algorithms. Further details are in our response to Q 18.
To the best of our knowledge, no trading venue yet offers a platform suitable for this kind of testing.  We doubt that trading venues will want to compete in this space, since they would need to offer simulations of other venues in order to be able to test algorithms designed to trade on multiple venues.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
If speedbumps apply only to aggressive orders and market makers are allowed to cancel their orders without delay, then the question of how tight the market maker spreads should be set seems immaterial to us.  The tighter the spreads are set, the more often market makers will choose to modify or cancel in order to avoid adverse selection.  It is hard to see how any of this can benefit market takers who will surely experience poorer effective spreads no matter how tight the original quotes.
<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>
We would distinguish between the use of asymmetric and symmetric speedbumps.  
Concerning the former, we do not see why those market makers with poor technology should be handed the same advantage as more efficient market makers – namely, to cancel their orders to avoid adverse selection – while disadvantaging market takers, who would achieve poorer fill rates for Fill Or Kill orders and wider effective spreads for market orders.
The use of symmetric speed bumps, on the other hand, could have advantages for equity markets in protecting retail orders from latency arbitrage, as evidenced by the IEX experience in the US. Now, it is important to note that there is nothing in Europe comparable with RegNMS and its system of protected quotes and obligations to route to the best available price, so any conclusions based on experience in the US have to be understood as tentative.  Nevertheless, we believe that our own investigation into symmetric speed bumps using dynamic simulations on US stock data is worth mentioning.  We found that the addition of delays, experienced by all participants on all orders, caused only a small decline in failure rates for Fill Or Kill Orders provided that speedbumps are similar in size to the background latencies.  
<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 great caution needs to be applied if allowing speed bumps.  Adding speed bumps to a market ecosystem may adversely affect the execution quality on those markets and could, depending upon the precise proposal, introduce instability or unfairness.  It is not possible to envisage all unintended consequences, though we believe simulations can shine a light on them: our research in linked venue simulations on US data indicates worsening execution quality with increasing speed bump duration (most notably when these exceed the background latencies).  Certainly, proper pilot studies should be undertaken before the addition of any intentional delays.

<ESMA_QUESTION_ALGO_50>

1. : Is there any specific issue you would like to highlight about speedbumps?
<ESMA_QUESTION_ALGO_51>
We believe that the addition of speedbumps would have an impact on Best Execution obligations in multi-venue contexts such as equities trading, as it offers another rationale for favouring trading on one venue over another, and we would strongly urge that Best Execution legislation be reviewed along with any proposal to add intentional delays.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_ALGO_54>
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