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[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the Consultation Paper on market outages published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, ESMA will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type <ESMA_QUESTION_OUTA_0> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses 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.

Naming protocol
In order to facilitate the handling of stakeholders’ responses please save your document using the following format:
ESMA_CP_OUTA_NAMEOFCOMPANY_NAMEOFDOCUMENT.
e.g. if the respondent were ESMA, the name of the reply form would be:
ESMA_CP_OUTA_ESMA_REPLYFORM or 
ESMA_CP_OUTA_ANNEX1

Deadline
Responses must reach us by 16 December 2022.
[bookmark: _Toc335141334]All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’.

Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that 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 is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]
Data protection
Information on data protection can be found at www.esma.europa.eu under the headings ‘Legal notice’ and ‘Data protection’.



General information about respondent
	Name of the company / organisation
	Italian Banking Association
	Activity
	Banking sector

	Are you representing an association?
	☒
	Country/Region
	Italy



Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_CP_OUTA_1>
Following our analysis of the paper, as an introductory comment, we suggest ESMA:
- to include in the forthcoming Final Report, and later on in the text of the Guidance, respectively a definition of and a commentary of what it does constitute an “outage”, as for technical issues, its duration, and other relevant profiles. This will provide stakeholders a more circumscribed scope of what it could fall within or outside the scope of a so-called “outage”;
- as mentioned in our answer to Q.7, to replace the use of the term ‘primary’ market with any other possible synonym, as ‘main’ or any other suitable expression. This would allow no room for misinterpretation the users of the forthcoming guidance, given that ‘primary market’ is usually used to refer to the ‘emission and placement of new securities’. Please, refer to our answer to Q.7 for further elements on this suggestion.
<ESMA_COMMENT_CP_OUTA _1>
Q1 
: Do you agree with the main communication principles identified above?
<ESMA_QUESTION_OUTA_1>
We consider appropriate and viable the communication protocols and principles for Trading Venues and NCAs, given their aim to define a clear frame all stakeholders can refer to in case of market outages
<ESMA_QUESTION_OUTA_1>

Q2 : To promote harmonisation, should the guidance include a template on what trading venues’ communication notices should include? 
<ESMA_QUESTION_OUTA_2>
We would consider particularly useful for banks and investment firms that the guidance includes a template for trading venues’ communication notices, as this would be beneficial in terms of:
· harmonization across the Union of the informational content to be expected in case of a market outage,
· harmonization of the expectations across stakeholders on what it should and what it should not be included in such notices,
· fair and appropriate management of the expectations of banks’ and investment firms’ clients, regardless their qualification as retail or professional, as both could enquire about their order(s) or transaction(s) status in case of a market outage. Thanks to a template for market notices on outages, any market participant affected by an outage would be in a position to forward the notice received by the venue to the clients or would be in a position to select part of its informational content to inform such clients, without having the onus of having to select information scattered across different media sources.
<ESMA_QUESTION_OUTA_2>

Q3 : Do you agree that trading venues should have a maximum of one-hour to provide clarity on the status of the orders during an outage? If not, what would be an appropriate timeframe in your view and why? 
<ESMA_QUESTION_OUTA_3>
Interestingly, our members reported that they have never witnessed a disruptive event that prevented them from a punctual understanding of the relevant orders’ status. Notwithstanding this, the suggested one-hour period to provide clarity on the orders’ statuses seems to us as an appropriate proposal for venues to consider, given the advanced technologies available to them and already in-use.
<ESMA_QUESTION_OUTA_3>

Q4 : Do you think the possibility to require trading venues to offer an order book purge should be considered in the guidance? If yes, should ESMA provide further guidance on when the integrity of the orders has been largely compromised?
<ESMA_QUESTION_OUTA_4>
With regards to the first part of the question, the Order Book Purge (OBP) seems to be an interesting proposal. On the basis of the business scenarios analysed with our members. ABI believes the OBP should be framed (as it appears to be in current consultation paper) as a non-mandatory process, but as a “last measure to resort to” for venues’ members and participants “where the integrity of the orders has been largely compromised”. In such business case, members and participants not having clear information on the orders transmitted would then avail themselves of such OBP possibility. This would, in turn, allow venues’ members and participants to provide their clients with more timely and clear information on their orders’ status (i.e. be them withdrawn or still on the market). 

For this to work smoothly and in a harmonised fashion across the Union, ABI considers it necessary (second part of the question) that ESMA provides guidance on when the integrity of the orders has to be considered as “actually and largely compromised”. Not having such guidance could bear very different in-house considerations (at each venues’ member and participants) on the actual status of their respective orders and, consequently, induce some to ask for the OBP, while others not to do so.
<ESMA_QUESTION_OUTA_4>

Q5 : What is your view with regards to the conditions under which a trading venue should reopen trading?
<ESMA_QUESTION_OUTA_5>
ABI shares’ ESMA view to require to those trading venues operating a continuous order book model to include a pre-opening auction phase prior to the resumption of ordinary trading following the resolution of the market outage. There remains a marginal concern, though, on the fact that providing for such pre-opening phase might determine, specifically on some less liquid financial instruments, a wider bid-offer spread (during the pre-opening auction phase) compared to the spread that would be observed on the order-book in ordinary market conditions. However, the benefits of a pre-opening auction phase are deemed greater than the possible inherent withdrawals / side-effects.
<ESMA_QUESTION_OUTA_5>

Q6 : What is your view in relation to the closing auction being affected and the procedures that trading venues should have in place to minimise disruption?
<ESMA_QUESTION_OUTA_6>
ABI understands and shares ESMA’s considerations under paragraph 44 and 45 that “ensuring continuity of trading during normal trading hours is important for the resilience of EU markets” and that is “important to prevent as much as possible that an outage in the primary (i.e. main) market does affect the closing auction of the day” as this “could (..) otherwise have a detrimental effect on the price formation process and (..) on the closing price of the trading day (..) a key price reference typically used for the valuation of funds, ETFs and benchmarks”.
<ESMA_QUESTION_OUTA_6>

Q7 : Do you agree not to mandate trading venues to have an alternative trading venue capable of running the closing auction for them? If not, please explain.
<ESMA_QUESTION_OUTA_7>
We agree with ESMA’s considerations not to mandate trading venues to provide for an alternative venue in order to run the closing auction should a market outage affect, or be likely to potentially affect, the closing auction on the former. Our views are so precisely for the same considerations presented by ESMA as, for instance, the fact that “despite most market participants having access to a wide range of trading venues, some might not have such access” even more so for small firms. Further this is, still in line with ESMA’s paper, “not all instruments traded on EU primary markets are available on alternative venues” and this could also “create an unlevel playing field”.

However, we strongly suggest ESMA to clarify, in the text of the final guidance, what is intended for ‘primary market’. Indeed, we have inferred that ‘primary’ does not have to be read as the “market where the emission and placing of securities takes place”, but more simply as the ‘main market’ of a given security (the market which is subject to an outage), as opposed to an ‘alternative market/venue’. We suggest ESMA to replace the use of the substantive ‘primary’ with its synonym ‘main’ or any other suitable synonym.
Such clarification suggested for the final text of the Guidance is important as the terms ‘primary’ and ‘secondary’ markets tend to be read by stakeholders very differently across jurisdictions, and mainly as the following:
· primary market, i.e. the market where the emission and placing of securities takes place;
· secondary market, i.e. the market(s) where trading on such securities occurs.
Because of this, the expression ‘primary market’ should be replaced either by ‘main market’ or even more simply by ‘the venue subject to the outage’.
<ESMA_QUESTION_OUTA_7>

Q8 : Do you agree that trading venues should have a cut off time (30 minutes before the normal schedule) to inform market participants on whether or not they intend to hold a closing auction?
<ESMA_QUESTION_OUTA_8>
Yes, ABI agrees with the proposal for trading venues to have a cut-off time to inform market participants on whether they intend to hold a closing auction.
<ESMA_QUESTION_OUTA_8>

Q9 : Do you agree that the use of the last traded price is an appropriate solution in those cases that a trading venue cannot run the closing auction? If not, what alternative would you propose?
<ESMA_QUESTION_OUTA_9>
Yes, we agree with the fact that “use of the last traded price is an appropriate solution in those cases that a trading venue cannot run the closing auction”.
<ESMA_QUESTION_OUTA_9>

Q10 : Is the lack of a reference price an issue in an outage context? If so, please provide details.
<ESMA_QUESTION_OUTA_10>
Yes, the lack of a reference price is an issue in an outage context, especially in consideration of the fact that the reference price of the trading day is crucial for the valuation of funds, ETFs and other benchmarks.
<ESMA_QUESTION_OUTA_10>

Q11 : Do you agree with the proposed approach for non-equity instruments? Do you agree that provisions on par. 37-39 can be exempted for those trading venues that do not provide CLOB?
<ESMA_QUESTION_OUTA_11>
Yes, we agree with ESMA’s consideration that the guidance on communication of outages should be extended to all types of trading venues, including those focused on non-equity instruments. We also agree on the fact that “the obligation to publish orders’ information seems to be less important for those venues that do not use the Central Limit Order Book(s), i.e. CLOB, and it may create an unnecessary burden”.
<ESMA_QUESTION_OUTA_11>

Q12 : Is there any particular issue relating to trading of non-equity instruments that should be taken into account in the case of an outage? Where possible please differentiate between bonds and derivatives.
<ESMA_QUESTION_OUTA_12>
ABI considers that there is a further issue relating to non-equity instruments’ trading to be taken into account: venues should always timely inform their members and participants on the effective / actually-occurred cancellation of the orders on such instruments. Indeed, once trading applications and procedures resume to ordinary conditions, there could be the risk that “old” transactions’ orders (those inserted in the systems prior to the market outage) might be “hit” on the venues’ book and be executed, whilst new order are being inserted due to an informational bias.
<ESMA_QUESTION_OUTA_12>


<ESMA_QUESTION_OUTA_0>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_OUTA_0>

Q13 : Is there a direct link/connection between an outage on an equity primary market and those derivatives that have these instruments as underlyings?
<ESMA_QUESTION_OUTA_13>
Yes, we confirm that there is a direct link between an outage on an equity primary market and those derivatives that have these instruments as underlying. Indeed, because it is so, when the equity market is affected by an outage, the market of the related derivative instrument is suspended too.
Because of this, from this specific standpoint, equity and related derivative instrument might be equally treated from a “market outage” viewpoint.
<ESMA_QUESTION_OUTA_13>

Q14 : In your view is there any further element ESMA should consider in the proposed guidance?
<ESMA_QUESTION_OUTA_14>
We have no further elements and considerations to suggest to ESMA.
<ESMA_QUESTION_OUTA_14>
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