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Responding to this paper
ESMA invites responses to the questions set out throughout this Consultation Paper and summarised in Annex II. Responses are most helpful if they:
1. respond to the question stated and indicate the specific question to which they relate;
2. contain a clear rationale; and
3. describe any alternatives ESMA should consider.
ESMA will consider all comments received by Thursday 23th December 2021.
[bookmark: _Hlk65069037]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 steps below when preparing and submitting their response: 
4. [bookmark: _Hlk65154841]Insert your responses to the consultation questions in this form.
5. Please do not remove tags of the type <ESMA_QUESTION_BEEX_1>. Your response to each question has to be framed by the two tags corresponding to the question. 
6. 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.
7. When you have drafted your response, name your response form according to the following convention: ESMA_BEEX_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_BEEX_ABCD_RESPONSEFORM.
8. 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 Review of the MiFID II framework on best execution reports’).


Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. If you do not wish for your response to be publicly disclosed, please clearly indicate this by ticking the appropriate box on the website submission page. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Data protection’.
Who should read this paper?
This document is of interest to execution venues, investment firms and their associations, investors, consumer associations, as well as any market participant engaged in the execution of orders under the MiFID II framework.

General information about respondent

	Name of the company / organisation
	Invesco
	Activity
	UCITS Management Company / AIFM

	Are you representing an association?
	☐
	Country/Region
	International


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_BEEX_1>

Invesco Ltd. (“Invesco”) is an independent and diversified investment management firm managing USD 1.593tn in assets on behalf of clients worldwide[footnoteRef:2]. We have specialised investment teams managing investments across a comprehensive range of asset classes, investment styles and geographies and our 8,000+ employees globally allow us to focus on client needs locally, with an on-the-ground presence in 25 countries, including a significant presence in the EU. [2:  Invesco, November 2021 ] 


Invesco welcomes the opportunity to contribute to the European Securities and Markets Authority (“ESMA”) consultation on the review of the EU MiFID II[footnoteRef:3] framework governing best execution reports. In responding to this consultation, we note current the time-limited suspension of the public reporting requirement set out under EU MiFID II Article 27(3) until 28 February 2023[footnoteRef:4] and the European Commission’s parallel proposal, as part of its November 2021 Capital Markets Union legislative package[footnoteRef:5], to remove this requirement altogether by deleting EU MiFID Article 27(3) and (10)(a)[footnoteRef:6]. [3:  Directive 2014/65/EU of the European Parliament and of the Council]  [4:  As enacted by Directive (EU) 2021/338 of the European Parliament and of the Council]  [5:  European Commission, Capital Markets Union – Delivering one year after the Action Plan, November 2021]  [6:  European Commission, Proposal for a Directive of the European Parliament and of the Council amending Directive 2014/65/EU on markets in financial instruments, November 2021] 


On balance, while we believe that the implementation of EU MiFID II has generally improved the overall regulatory framework in financial services and acknowledge the policy intention underpinning the reporting obligations set out under EU MiFID II Article 27(3) and (6), and subsequently RTS 27[footnoteRef:7] and RTS 28[footnoteRef:8], we do not believe the reports produced as a result of these obligations provide timely or decision-useful information to intended audiences. [7:  Commission Delegated Regulation (EU) 2017/575]  [8:  Commission Delegated Regulation (EU) 2017/576] 


As set out in further detail in our responses to questions set out in this consultation, it is therefore our view that policymakers should remove the obligations on trading venues and systematic internalisers (“SIs”) to produce RTS 27 reports and on investment firms to produce RTS 28 reports.

Invesco can provide further information regarding the details provided in this consultation response at ESMA’s request.

<ESMA_COMMENT_ BEEX_1>




1. : Do you agree with the proposed scope in terms of execution venues for the reporting under a possible new RTS 27?
<ESMA_QUESTION_BEEX_1>

Invesco acknowledges ESMA’s ambition to simplify and recalibrate the focus of reporting requirements for trading venues and SIs set out under RTS 27 (“RTS 27 reports”). However, such targeted amendments and alterations would not, in our view, address the fundamental flaws relating to RTS 27 reports i.e., that they do not provide timely or decision-useful information due to the fact that much of the data are already out of date at the time of publication.

In addition, though ESMA’s proposed changes seek to resolve issues relating to inconsistencies in the formatting of reports published pursuant to RTS 27, they do not address the underlying issues that trading venues and SIs themselves allude in their RTS 27 reports, such as the reliance on potentially inaccurate product costs, inconsistent timestamps etc.

Given the clear limitations of RTS 27 reports, even with the proposed changes in scope applied, it is our view that policymakers should revoke the obligation on trading venues and SIs to produce RTS 27 reports and, instead, focus efforts on ensuring the emergence of a consolidated tape (CT). Invesco believes that a CT would provide an accessible, comprehensive and reliable overview of markets which would serve to contribute towards a number of activities including transaction cost analysis (TCA) and documentation of best execution, market surveillance, liquidity risk management and portfolio valuation.

We strongly believe that a comprehensive CT, which operates across asset classes and in as near to real time as possible, would be much more valuable to market participants than the revised RTS 27 reports proposed by ESMA.

<ESMA_QUESTION_BEEX_1>

1. : Do you agree with the proposed level of granularity by types of financial instruments instead of individual financial instruments under a new potential reporting regime? In particular, do you agree with the two proposed categories concerning shares (i.e., shares considered to have a liquid market and shares not considered to have a liquid market)? If not, please state the reasons for your answer and clarify what alternative categorisations you would propose in order to have a meaningful level of granularity for a new reporting regime.
<ESMA_QUESTION_BEEX_2>

Again, Invesco acknowledges ESMA’s ambition to redefine the granularity of RTS 27 reports. However, while the proposed amendments would simplify reporting, we do not believe that the aggregation (or bundling) of reporting on different financial instruments would give rise to materially more useful RTS 27 reports.

More specifically, regarding ‘Field ID 16 – Description of costs’, providing a link to qualitative information on the “nature and level of costs” applied by the execution venue would be of limited value if the qualitative information accessed via said link is not comparable across execution venues. In addition, regarding ‘Field ID 17 – Speed of execution’, we are not of the opinion that reporting on this metric is decision-useful as speed does not necessarily reflect execution quality. Reliability of execution, or frequency of failure, presented in percentage terms, would prove a more useful data point.

Further, as noted in our response to Q1, the proposed amendments to the provisions governing RTS 27 reports do not, in our view, address the fundamental flaws of such reports in terms of timeliness and accuracy/veracity of underlying data on which RTS 27 reports are predicated.

Indeed, building on our call for policymakers to revoke the obligation on trading venues and SIs to produce RTS 27 reports and, instead, focus efforts on ensuring the emergence of a CT which operates across asset classes and in as near to real time as possible, please find below the proposed scope of such a CT:

· A pre-trade CT should cover shares and all exchange traded products (ETPs). We believe that sharing pre-trade data in respect of other asset classes, such as bonds, could have a detrimental impact of market liquidity for those asset classes, and thus increase the principal risk of those asset classes.
· A post-trade CT should cover a much broader suite of assets, including shares, ETPs, government and corporate bonds, and interest rate and credit default swaps.

Invesco believes that such a CT would provide an accessible, comprehensive and reliable overview of markets which would serve to contribute towards a number of activities including TCA and documentation of best execution, market surveillance, liquidity risk management and portfolio valuation. We believe this would be much more valuable to market participants than the revised RTS 27 reports proposed by ESMA.

<ESMA_QUESTION_BEEX_2>

1. : Do you agree with the proposed metrics to report the execution quality obtained by execution venues?
<ESMA_QUESTION_BEEX_3>

In line with our responses to Qs 1 and 2, we do not believe that the proposed metrics relating to execution quality set out in paragraph 47 of the consultation would give rise to materially more useful RTS 27 reports.

<ESMA_QUESTION_BEEX_3>

1. : Have you observed good or bad practices of reporting by execution venues under the current RTS 27 that can be relevant for the elaboration of proposals to enhance access and user-friendliness of this information? Please provide specific examples if possible.
<ESMA_QUESTION_BEEX_4>

As set out in our response to Q1, it is the case that some RTS 27 reports are published with notices stating that said reports have been published on the basis of potentially inaccurate product costs, inconsistent timestamps etc., thus undermining their reliability from a usability perspective.

<ESMA_QUESTION_BEEX_4>

1. : Have you observed good or bad practices of reporting by investment firms under the current RTS 28 that can be relevant for the elaboration of proposals to enhance access and user-friendliness of this information? Please provide specific examples if possible.
<ESMA_QUESTION_BEEX_5>

Though not necessarily ‘bad practice’, in terms of the identification of execution venues, we have found that some investment firms will include in their list of ‘Top five venues’ (sometimes multiple) internal trading systems which we believe can limit the usefulness of the report and could, in some instances, call into question potential conflicts of interest and potentially impair best execution. Policymakers may wish to consider requiring investment firms that operate internal trading systems (and execution venues more broadly) to publish information on how they manage any potential conflicts of interest in this regard.

<ESMA_QUESTION_BEEX_5>

1. : Do you agree with the classification for reporting proposed in Annex I of the possible new RTS 28, especially with regard to the suggested methodology for the reporting on equity instruments? If not, what alternative categorisations would you propose?
<ESMA_QUESTION_BEEX_6>

In line with our comments regarding RTS 27 reports, Invesco acknowledges ESMA’s ambition to clarify and recalibrate the focus of reporting requirements for investment firms set out under RTS 28 (“RTS 28 reports”). However, such targeted amendments and alterations would not, in our view, address the fundamental flaws relating to RTS 28 reports i.e., they are of limited use to investment firms’ clients because they provide only a ‘stale’ and aggregate view of the market and related trading activity.

From our interactions with clients, it is the case that they prefer more frequent and timely data, specific to the activities we undertake on their behalf (such as those data which we share with them through our ongoing client servicing and reporting).

Given the clear limitations of RTS 28 reports (including the points raised in our response to Q5), even with the proposed changes in scope applied, it is our view that policymakers should revoke the obligation on investment firms to produce RTS 28 reports. We do not believe that revoking this obligation would have a detrimental impact on investor protection.

Indeed, it is the case that our publicly available Order Execution Policy provides all investors with relevant details of our order process, the brokers and venues with whom we can place or execute orders (including a list of accessible regulated markets, MTFs, OTFs and SIs, as well as a list of approved counterparties) and the types of financial instruments in which we trade. It is our view that the qualitative materials provided in this document provides more useful information regarding execution practices than RTS 28 reports, in particular for retail investors.

<ESMA_QUESTION_BEEX_6>

1. : Do you agree with the proposals for a possible review of RTS 28?
<ESMA_QUESTION_BEEX_7>

In line with our responses to Qs 5 and 6, we believe that policymakers should revoke the obligation on investment firms to produce RTS 28 reports. Given the clear limitations of RTS 28 reports, and the significant resource required to produce them (Invesco estimates it takes around 400 ‘people hours’ annually, split between Trading, Technology and Operations, and Publishing functions), it is our view that the resource required to produce the RTS 28 reports significantly outweighs any limited benefit that clients may derive from their publication. It is our view that existing, publicly available Order Execution Policies should take precedence over RTS 28 reports.

<ESMA_QUESTION_BEEX_7>

1. : Do you agree with the cost benefit analysis as it has been described in Annex II?
<ESMA_QUESTION_BEEX_8>

As set out in our previous responses, we do not believe that RTS 27 and RTS 28 reports are materially useful to intended audiences, nor would they be in revised form. As such, from a cost-benefit analysis perspective, we do not believe that either such report represents, or would represent in revised form, good value relative to the resource required for the production thereof. Invesco therefore disagrees with the conclusion drawn by ESMA in paragraph 66 of the consultation.

<ESMA_QUESTION_BEEX_8>

1. : Are there any additional comments that you would like to raise and/or information that you would like to provide?
<ESMA_QUESTION_BEEX_9>

We agree with the sentiment expressed by the European Commission, in its November 2021 proposal to amend the EU MiFID II framework, which states that “Factual evidence and feedback from stakeholders has shown that [RTS 27] reports are rarely read and do not enable investors or any users of those reports to make meaningful comparisons based on the information provided in those report”. The European Commission also states that, with the emergence of a cross-asset class post-trade CT, “The reporting requirement laid down in Article 27(3) of [EU MiFID II] will therefore no longer be relevant and should therefore be deleted.” 

We encourage policymakers to extend this pragmatic approach to the reporting requirement laid down in Article 27(6) of the EU MiFID II framework, not only due to the fundamental flaws that we have highlighted in our responses to previous questions regarding RTS 28 reports, but also in the broader context of EU competitiveness globally. For example, the UK Financial Conduct Authority (“FCA”) recently published a Policy Statement[footnoteRef:9] in which it removed obligations, from 1 December 2021, on trading venues and SIs to produce RTS 27 reports and on investment firms to produce RTS 28 reports. [9:  FCA, Policy Statement PS21/20 on changes to UK MiFID’s conduct and organisational requirements, November 2021] 


From a competitiveness perspective, continuing to require EU investment firms to produce RTS 28 reports, where they provide extremely limited to no value to the intended audience, would put them at a competitive disadvantage in comparison to UK investment firms in the context of best execution reporting obligations.

<ESMA_QUESTION_BEEX_9>
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