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Reply Form
to the Consultation Paper on Regulatory Standards on the requirements for Post-Trade Risk Reduction services for the purpose of the clearing obligation exemption under EMIR


Responding to this Consultation Paper 
ESMA invites comments on all matters in this Consultation Paper and in particular on the specific questions summarised in Annex 1. 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 20 April 2026. 
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 this reply form. 
•	Please do not remove tags of the type < ESMA_QUESTION_PTRR_0>. 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 responses, save the reply form according to the following 	convention: ESMA_CP1_ PTRR_nameofrespondent. 
	For example, for a respondent named ABCD, the reply form would be saved with the 	following name: ESMA_CP1_ PTRR_ABCD.
•	Upload the Word reply form containing your responses to ESMA’s website (pdf 	documents will not be considered except for annexes). 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 close of the consultation, unless you request otherwise.  Please clearly and prominently indicate in your submission any part you do not wish to be publicly 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 ‘Data protection’.
Who should read this paper?
All interested stakeholders are invited to respond to this consultation paper. In particular, responses are sought from financial and non-financial counterparties of OTC derivatives transactions, entities providing post trade risk reduction services as well as from central counterparties (CCPs). 

General information about respondent
	Name of the company / organisation
	London Stock Exchange Group
	Activity
	Other
	Are you representing an association?
	☐
	Country / Region
	UK


Questions
Q1 Do you agree with the description and analysis of PTRR services, portfolio compression, portfolio rebalancing, and basis risk optimisation? If not, why?
<ESMA_QUESTION_PTRR_1>
LSEG (London Stock Exchange Group) is a diversified global financial markets infrastructure and data business, headquartered in London, with significant operations in Europe, North America, and Asia. At LSEG, we help to drive financial stability, empower economies and enable customers to create sustainable growth through four business divisions: Data & Analytics, FTSE Russell, Risk Intelligence, and Markets (including Post Tade Solutions).
LSEG has majority ownership of the multi-asset global central counterparty clearing house (“CCP”) operator, LCH Group (“LCH”). LCH has two licensed CCP subsidiaries – LCH Ltd in the UK and LCH S.A. in France. 
Post Trade Solutions (PTS) brings together Acadia, Quantile, SwapAgent and TradeAgent to streamline operations, reduce risk and improve capital efficiency for our customers. Quantile designs, builds and operates multilateral optimisation services to minimise one or more financial metrics across a broad range of asset classes including FX, Rates and Equity. 
PTTR services play a crucial role in supporting the efficient risk management and risk reduction activities of market participants, contributing to the reduction of systemic risk in financial markets. In providing further regulatory clarity, the proposed RTS could foster a shared industry understanding of PTRR services and encourage greater uptake. We welcome the opportunity to respond to this consultation.
We agree with the definition and analysis of PTRR services, portfolio compression, portfolio rebalancing, and basis risk optimisation.
<ESMA_QUESTION_PTRR_1>

Q2 Do you know other types of PTRR services? Please elaborate.
<ESMA_QUESTION_PTRR_2>
We are not currently aware of other types of PTRR services that should benefit from an exemption from the clearing obligation.  
However, the industry is continually innovating and we therefore welcome ESMA’s openness to consider new types of PTRR services in the future. This openness could be specified in the Recital to the RTS. 
<ESMA_QUESTION_PTRR_2>

Q3 Do you agree with ESMA proposal on market risk neutrality? If not, why?
<ESMA_QUESTION_PTRR_3>
We agree with ESMA’s proposal on market risk neutrality. 
As recognised in the RTS, it is appropriate to allow for very small changes in market risk, as may occur when similar but not identical trades are compressed against each other in a portfolio compression exercise.
<ESMA_QUESTION_PTRR_3>

Q4 Can you please provide information on how tolerances are usually set in a PTRR exercise, and what is their level, if possible? Do you think some criteria should be set to identify appropriate risk tolerances?   
<ESMA_QUESTION_PTRR_4>
In a PTRR exercise, tolerances are provided by participants for each run. The PTRR service provider’s optimisation algorithm ensures that the outcome is within the specified tolerances for each participant.
We do not think it is necessary for the RTS to specify criteria to identify appropriate risk tolerances. This is already circumscribed by the RTS requirement that risk tolerances be “minimal”. Beyond this, it is appropriate to allow some flexibility for the PTRR service provider to determine specific risk tolerances for each type of PTRR service and according to the portfolio composition of each individual client. 
<ESMA_QUESTION_PTRR_4>

Q5 Do you agree with ESMA analysis and proposal on risk reduction by PTRR services? Do you think any additional criteria should be used to determine risk reduction in PTRR services?
<ESMA_QUESTION_PTRR_5>
We agree with ESMA’s analysis and proposal on risk reduction by PTRR services, including that the PTRR exercise should achieve overall risk reduction for each participant.  
As such, we do not think it is necessary to specify additional criteria to determine risk reduction in PTRR services. 
<ESMA_QUESTION_PTRR_5>

Q6 Do you agree with ESMA proposal relating to the safeguards to avoid a circumvention of the CO? Would you add specific limitations regarding the composition of the portfolios subject to the exercise (e.g. uncleared portfolios only for compression)? Please justify your answer.
<ESMA_QUESTION_PTRR_6>
We agree with ESMA’s proposal on the safeguards to avoid a circumvention of the clearing obligation. Eligible PTRR exercises should not increase uncleared risk and in practice this is enforced by the optimisation algorithm.
More generally, Quantile has measures in place to guard against circumvention of the clearing obligation:
Participants have no input into the optimisation algorithm or how it is being used – that is entirely overseen by Quantile. 
Each participant must either fully accept all trades within the proposal or reject them all – there is no ability to select a partial execution. 
We do not think there is a justification to limit the composition of portfolios subject to the exercise to only cleared or uncleared. In rebalancing runs that include both cleared and uncleared risk, Quantile includes a constraint that does not allow the net uncleared risk to increase across a participant’s portfolio – thus ensuring cleared risk is not moved to the bilateral side.
<ESMA_QUESTION_PTRR_6>

Q7 Do you agree with ESMA proposal on the independence of the provider from the parties to the OTC derivatives contracts included in the exercise?
<ESMA_QUESTION_PTRR_7>
 We agree with ESMA’s proposal on the independence of the PTRR service provider from the parties to the OTC derivatives contracts included in the exercise. We agree that the existing MiFID requirements on conflicts of interest are sufficient and can be supported by appropriate internal policy and procedures to tailor the requirements to PTRR services. 
We agree with ESMA that “independence” should not be defined by a narrow focus on ownership structure. 
As recognised by ESMA, a PTRR provider may be part of a larger group that includes a CCP. Participants to a PTRR exercise may also have invested in the PTRR service provider. An overly restrictive definition of independence could therefore limit risk reduction services to a subset of transactions and reduce the efficiency of PTRR services.
In practice, the optimisation algorithm is an objective function and does not discriminate based on the identity of the participant. Quantile is also subject to a Competition Compliance Policy which aims to prevent discrimination between customers. 
<ESMA_QUESTION_PTRR_7>

Q8 Do you agree with ESMA proposal on the information to be provided to clients?
<ESMA_QUESTION_PTRR_8>
We agree with ESMA’s proposal on the information to be provided to clients.
<ESMA_QUESTION_PTRR_8>

Q9 Do you agree with ESMA proposal on the obligations of the PTRR service providers concerning the algorithm?
<ESMA_QUESTION_PTRR_9>
We broadly agree with ESMA’s proposal on the obligations of the PTRR service providers concerning the algorithm. 
We are supportive of the requirement to share the Exercise Performance Report with participants – this is in line with our current practice. We also agree that is important that clients can understand how the PTRR exercise works and the role played by the algorithm in the process.
We would not support any regulatory requirement for PTRR service providers to share technical information about the algorithm with participants, although we may share high-level information as part of commercial relationships. We consider such information to be proprietary and that a general regulatory disclosure obligation could create the potential for misuse.
Separately, we would welcome a clarification as to what is meant in Article 12(2) of the draft RTS by “validate”, as it does not appear elsewhere in the ESMA consultation other than in quoting IOSCO. 
<ESMA_QUESTION_PTRR_9>

Q10 Do you think that the draft RTS should require PTRR service providers to adopt other specific measures to detect potential misuse or circumvention of the CO?
<ESMA_QUESTION_PTRR_10>
We do not think that the draft RTS should include other specific measures to detect potential misuse or circumvention of the clearing obligation. It would be impractical to require PTRR service providers to monitor the intention or behaviour of participants. 
We instead support the outcomes-based approach taken in the RTS – that eligible transactions should not increase uncleared risk. In practice is enforced by the algorithm. Quantile also monitors all activity arising from PTRR runs and analyses inputs and results to ensure that the service is performing as expected.
In our response to question 6, we have noted measures that Quantile has in place to guard against circumvention of the clearing obligation. We would appreciate further clarity on what is meant in Article 8(2) of the draft RTS by the requirement to “adopt safeguards to prevent any external manipulation of the PTRR exercise.” 
<ESMA_QUESTION_PTRR_10>

Q11 Do you agree with the proposal regarding the requirements of the PTRR service agreement, the PTRR exercise elements and their management? Do you think that any requirements should be added or removed?
<ESMA_QUESTION_PTRR_11>
We agree with the ESMA proposal regarding the requirements of the PTRR service agreement, the PTRR exercise elements and their management. 
As such, we do not think any requirements should be added or removed.
<ESMA_QUESTION_PTRR_11>

Q12 What do you think of the possibility of adding derivatives eligible for termination or reduction after the PTRR exercise output proposal? Should this possibility be introduced, do you think it would enable PTRR participants to influence the outcome of the exercise?
<ESMA_QUESTION_PTRR_12>
It is a principle of PTRR exercises that participants must either accept or reject all trades within the proposal. The ability to add new trades would risk undermining this principle. It would also be practically unworkable, as other participants must know exactly what they are signing off on.
We therefore support retaining the status quo in which the addition of new trades would trigger a re-run of the exercise.
<ESMA_QUESTION_PTRR_12>

Q13 Do you think that other safeguards concerning the obligation not to influence the result of the PTRR exercise should be considered in the RTS?
<ESMA_QUESTION_PTRR_13>
We do not think the RTS needs to be include other safeguards concerning the obligation not to influence the result of the PTRR exercise. 
In practice, as noted in our response to question 6, participants have no input into the optimisation algorithm or how it is being used.
<ESMA_QUESTION_PTRR_13>

Q14 Do you see the need to further specify in the draft RTS the requirement for PTRR providers to undertake regular compression exercises where PTRR exercises result in new PTRR transactions as set out in point (c) of paragraph 4 of Article 4b of EMIR?
<ESMA_QUESTION_PTRR_14>
We do not think that the RTS should specify the requirement for PTRR providers to undertake regular compression exercises where PTRR exercises result in new PTRR transactions. 
As noted by ESMA, this is already set out in EMIR and therefore does not need to be restated in the RTS.
<ESMA_QUESTION_PTRR_14>

Q15 Can you confirm that the Exercise Proposal and the Exercise Performance Report contain the described information, and, in particular, the information required by the record keeping obligations under EMIR and the draft RTS? If this is not the case, please describe their content, highlighting the data which is missing in comparison to what is requested by EMIR and the draft RTS.
<ESMA_QUESTION_PTRR_15>
We can confirm that the Exercise Proposal and the Exercise Performance Report contain the described information.
<ESMA_QUESTION_PTRR_15>

Q16 Do you agree with the draft RTS proposal on record keeping, including the proposed retention period?
<ESMA_QUESTION_PTRR_16>
We agree with the proposal on record keeping, including the proposed 10-year retention period.
<ESMA_QUESTION_PTRR_16>

Q17 In addition to the requirements described in the proposal, are there any other requirements which you would consider necessary to be further specified in the RTS? If yes, please detail the requirement and provide arguments supporting your answer.  
<ESMA_QUESTION_PTRR_17>
We have not identified any other requirements which we consider necessary to specify in the RTS.
<ESMA_QUESTION_PTRR_17>

Q18 Do you agree with the recommendation made regarding record keeping under MiFIR? 
<ESMA_QUESTION_PTRR_18>
We agree with the recommendation made regarding record keeping under MiFIR.
<ESMA_QUESTION_PTRR_18>
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