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Reply Form	
Call for evidence on the market structure of European equity markets. 


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 30 June 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_MSEM_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_ MSEM_nameofrespondent. 
	For example, for a respondent named ABCD, the reply form would be saved with the 	following name: ESMA_CP1_ MSEM_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?
This paper is primarily addressed to all financial market participants, including trading venues and investment firms, as well as to asset management, data reporting service providers, trade associations, issuers and other stakeholders involved in financial regulation, investor education, and retail investment market developments.


General information about respondent
	Name of the company / organisation
	BlackRock
	Activity
	Asset manager
	Are you representing an association?
	☒
	Country / Region
	Europe


Questions
1. Do you agree with the description of the market structure summarised in Figure 1 for the purpose of the study in sections 3 and 4 based on transaction reporting data? If not, could you provide an alternative description that you consider more adapted to the reality of the European trading landscape for shares?
<ESMA_QUESTION_MSEM_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_1>

1. Do you have any insights on the XOFF transactions reported by investment firms who also act as an SI (SI-OTC trades)?
<ESMA_QUESTION_MSEM_2>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_2>



1. Do you agree with the general trends identified regarding on-book vs. off-book trading, and addressable vs. non-addressable liquidity? What other trends do you consider relevant, also in terms of competitive pressures? 
<ESMA_QUESTION_MSEM_3>
We broadly agree with ESMA’s assessment that lit continuous (CLOB) trading has declined (although we also note their share has stabilised in recent months). This has been offset by growth in alternative execution mechanisms including auctions, SIs, and bilateral trading. 
This reflects evolving execution preferences rather than a deterioration in market quality.
Additional relevant trends include:
· Increased segmentation of liquidity by trade size and execution objective.
· Greater reliance on non-display and periodic mechanisms for managing market impact.
· Continued fragmentation of market data, limiting visibility across liquidity pools.
These trends increase competitive pressure between execution models, with participants optimising across venues based on cost, liquidity, and transparency.
<ESMA_QUESTION_MSEM_3>

1. Do you have any concerns on the impact of the identified trends on the general functioning of the EEA markets for shares? In your view, what are the implications of the relative decreasing trend in trading on CLOB for the effective price formation in the EEA markets for shares? What are the implications on price formation should this trend persist or even accelerate?
<ESMA_QUESTION_MSEM_4>
European equity markets remain broadly well-functioning, with price formation still anchored to lit markets. However, we also believe a ‘healthy share’ of lit market activity is critical to manage certain risks in European equity markets:
· Reduced central reference prices, potentially weakening consolidated price discovery.
· Greater reliance on fragmented or bilateral price signals.
· Increased difficulty in benchmarking execution quality across venues.
These issues are not material today. The key risk is not the existence of alternative mechanisms, but rather reduced transparency and consolidated visibility. As such, if these trends accelerate, maintaining robust price formation will require:
· Strong linkages to lit reference prices.
· Improved data consolidation, via an enhanced consolidated tape.
· Consistent transparency across execution models.
<ESMA_QUESTION_MSEM_4>

1. As the choice of trading facility has increased, it is important for ESMA to understand why market participants are choosing the execution facilities that they do. What are the drivers that you consider most relevant when choosing on which execution venue and with which execution method to trade?
<ESMA_QUESTION_MSEM_5>
Execution choices are based on a variety of considerations, primarily:
· Intended execution outcomes (price, market impact, speed, certainty).
· Order characteristics (size, urgency, information sensitivity).
· Liquidity availability across mechanisms.
· Cost and access to market data.
Market participants actively optimise across venues and mechanisms to achieve best execution outcomes.
The proliferation of execution choices reflects a competitive market structure, but fragmented data reduces the efficiency of these decisions - reinforcing the importance of a consolidated, decision-useful data framework.
<ESMA_QUESTION_MSEM_5>



1. What are your experiences with regard to gaining access to liquidity? To what extent are you, either directly or via a broker, able to access liquidity on relevant trading venues or relevant systematic internalisers? If not, please explain what stands in the way of gaining such access. 
<ESMA_QUESTION_MSEM_6>
We are generally able to access liquidity across multiple venues and SIs, either directly or via brokers.
However, key barriers remain:
· Fragmented and costly market data, limiting visibility of available liquidity.
· Operational complexity in accessing multiple execution channels.
· Inconsistent transparency frameworks, particularly across off-venue mechanisms.
These barriers primarily affect the ability to identify and efficiently access liquidity, rather than the existence of liquidity itself.
Improved data consolidation and harmonisation would significantly enhance liquidity access.
<ESMA_QUESTION_MSEM_6>

1. If you are an issuer, how do you see these market developments? Do you consider this an attractive environment for listing? If not, why?
<ESMA_QUESTION_MSEM_7>
With reference to our position as an ETP issuer, we believe European equity markets remain structurally sound but operationally complex.
Positive aspects include:
· A diverse and competitive trading ecosystem.
· Availability of multiple liquidity sources and execution models.
However, several challenges also exist:

· Fragmentation of liquidity and market data, reducing visibility of trading interest.
· Potential perception of weaker or less transparent price formation.
· Lack of post-trade interoperability.
· Increased complexity relative to other global markets.
To enhance attractiveness for listing, policy focus should be on:
· Improving market transparency and data accessibility.
· Strengthening confidence in price formation mechanisms.
· Supporting market integration without reducing competition.
<ESMA_QUESTION_MSEM_7>

1. What conclusions would you draw from the distribution of liquidity across EEA ISINs? Do you identify any policy recommendations in this context, with a view to enhancing price formation while ensuring a level playing field across different types of venues? Do you have explanations for the high share of OTC trading observed in the ISIN’s of some jurisdictions?
<ESMA_QUESTION_MSEM_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_8>



1. What is your view on the evolution of dark trading on EU trading venues? Are there any structural shifts that you noticed, which you believe should be further monitored?
<ESMA_QUESTION_MSEM_9>
We observe that dark trading on EU trading venues has remained broadly stable and does not appear to be a primary driver of recent structural changes in European equity markets. In line with ESMA’s analysis, the more notable development is the reallocation of activity across execution mechanisms rather than an expansion of dark trading itself. This includes a decline in continuous lit (CLOB) trading, offset by growth in auctions, SIs, and other non-continuous execution models. We don’t believe that this dynamic has deteriorated price formation in EU equities. 
Instead, we identify several benefits of having dark trading as a complementary trading mechanism: 
· Efficient execution of large orders: Dark trading enables institutional investors to execute sizeable trades with reduced market impact and information leakage, helping preserve portfolio value and improve investor outcomes.
· Enhanced liquidity and execution choice: It complements lit markets by providing an additional liquidity pool, allowing participants to optimise across execution channels based on trade size, urgency, and market conditions.
· Contributing to overall market efficiency when anchored to lit prices: When appropriately calibrated (e.g. via reference price mechanisms), dark trading relies on lit markets for price formation while facilitating cost-efficient execution, supporting a balanced and competitive market structure.
We recommend dark trading should be assessed within the broader context of evolving execution models. The key consideration is not the level of dark activity itself, but its interaction with transparency, liquidity fragmentation, and price formation.
<ESMA_QUESTION_MSEM_9>

1. What concerns/issues do you highlight at this stage? Do you see a need for specific regulatory interventions also in consideration of evidence available regarding practices related to dark trading functionalities (please provide details)?
<ESMA_QUESTION_MSEM_10>
At this stage, our primary concerns relate to the broader structural evolution of liquidity rather than the level of dark trading itself.
Key issues include:
· The continued fragmentation of liquidity and price formation across multiple venues and execution types.
· Inconsistent transparency and reporting frameworks across execution models, limiting comparability and the assessment of execution quality.
· Data quality and visibility challenges, which reduce the ability of market participants to identify and access liquidity efficiently.
In our view, these developments do not currently warrant targeted regulatory intervention specific to dark trading. The existing framework appears to have contained its growth.
· Regulatory priorities should instead focus on:
· Enhancing transparency and data quality across all execution mechanisms.
· Improving standardisation of reporting and trade flagging.
· Supporting the development of a consolidated tape to improve market-wide visibility.
Ensuring consistent treatment across execution models to avoid unintended incentives.
Overall, a holistic approach focused on transparency, data, and price formation outcomes is preferable instead of additional constraints on specific trading mechanisms in isolation.
<ESMA_QUESTION_MSEM_10>

1. What is your view on the evolution and effects of trading in closing auctions on the EU markets? Do you agree with the presented rationale for trading in closing auctions or do you consider other drivers more important for explaining the growth and increasing significance of closing auctions trading?
<ESMA_QUESTION_MSEM_11>
Closing auctions have grown significantly in importance and are now a critical component of global and European equity market structure, particularly for price formation and execution.
We broadly agree with ESMA’s rationale that growth is driven by variety of factors:
· Primarily, the need to transact at official closing prices, which serve as key valuation reference points.
· Simultaneously, the increasing importance of benchmark-driven investment strategies.
We think other important drivers also exist for all types of fund managers, including those managing active portfolios:
· The ability to execute large volumes with reduced market impact.
· Concentrated liquidity at a single price point, improving execution certainty.
· Increased use of “trade-at-close” strategies by institutional investors.
Overall, closing auctions play a valuable role in aggregating liquidity and anchoring price formation, particularly at the end of the trading day.
<ESMA_QUESTION_MSEM_11>



1. What is your view on the effects of alternative closing mechanisms offered by MTFs and SIs?
<ESMA_QUESTION_MSEM_12>
Alternative closing mechanisms can support market efficiency by:
· Providing additional liquidity pools.
· Offering flexibility in execution.
· In some markets, the use of alternative closing mechanisms may also reflect cost considerations associated with participation in primary closing auctions; however, this dynamic appears to be market-specific and should be assessed in the EU context with supporting data. 
However, their proliferation raises important considerations:
· Liquidity fragmentation: Multiple closing mechanisms may dilute the concentration of liquidity that underpins the primary closing auction.
· Potential impact on price formation: If volume shifts away from primary closing auctions, this could weaken the robustness of the official closing price.
· Complexity for participants: Increased operational and data complexity in managing execution across multiple closing mechanisms.
· Market transparency: Activity in alternative mechanisms should be clearly flagged to provide accurate information to market participants on closing volume.
These mechanisms can be complementary, but it is important to preserve the central role of primary closing auctions as the key price formation reference point.
<ESMA_QUESTION_MSEM_12>

1. What will be in your view the effects of 24h/ extended trading ours on closing auctions?
<ESMA_QUESTION_MSEM_13>
While the impact of extended trading hours remains uncertain, it is likely that closing auctions would remain resilient given their role as key valuation and benchmark reference points. However, increased trading flexibility may lead to some redistribution of liquidity earlier in the trading day, including modest dilution of activity immediately prior to the close. Additional considerations include:
· Potential dilution of end-of-day liquidity concentration, as trading activity becomes more dispersed.
· Reduced reliance on the closing auction for execution, particularly for participants with flexibility on timing.
· Increased importance of clearly defined reference prices and valuation points, particularly for funds and benchmarks.
However, closing auctions are likely to remain important given:
· Their role in benchmark alignment and portfolio valuation.
· The continued need for a single, widely recognised reference price.
Overall, extended trading could increase fragmentation in liquidity over time, reinforcing the importance of strong, transparent closing price formation mechanisms.
<ESMA_QUESTION_MSEM_13>

1. Are there any structural shifts that you noticed, which you believe the competent authorities should monitor? Would you like to highlight any concerns/issues at this stage? Do you see a need for specific regulatory interventions (please provide details relating them possibly to the data and observations available)?
<ESMA_QUESTION_MSEM_14>
The following structural shifts merit continued monitoring:
· Growth of non-continuous trading mechanisms, including closing auctions, periodic auctions, and bilateral execution.
· The decline in continuous CLOB trading share, and its implications for price discovery.
· Increasing fragmentation across execution mechanisms and liquidity pools.
· Evolving interaction between primary and alternative price formation mechanisms.
At this stage, concerns are primarily related to:
· Transparency and visibility of liquidity across mechanisms.
· The potential weakening of central price formation if liquidity becomes too fragmented.
As such, regulatory priorities should focus on:
· Enhancing data quality and transparency across all trading mechanisms.
· Supporting a robust consolidated tape to improve market-wide visibility.
· Ensuring consistent treatment of execution mechanisms, without favouring specific venue types.
There is no clear case for restricting the use of closing auctions or alternative mechanisms. Policy should aim to preserve competition and innovation, while ensuring that price formation remains robust, transparent, and widely accessible.
<ESMA_QUESTION_MSEM_14>



1. What is your view on the evolution of trading in FBAs on EU markets? Why are those mechanisms gaining traction in your view? Which are the benefits and shortcomings they offer? (please elaborate)
<ESMA_QUESTION_MSEM_15>
We observe that trading in frequent batch auctions (FBAs) has increased in recent years, alongside broader growth in auctions and SI trading, reflecting a diversification of execution models across EU markets. This growth has been driven by:
The need to manage market impact and information leakage.
Regulatory constraints on other trading mechanisms.
The ability of FBAs to aggregate liquidity at a single price point.
FBAs offer benefits, including reduced market impact and an alternative mechanism for matching liquidity outside continuous trading. However, they also raise considerations around:
Limited pre-trade transparency, depending on design.
The robustness of price formation, particularly where prices rely on reference benchmarks.
Increased fragmentation across execution mechanisms.
Overall, FBAs play a role in supporting execution efficiency, and their contribution to transparency and price formation should continue to be monitored.
<ESMA_QUESTION_MSEM_15>

1. Do you have any particular observations as regards the impact of SVC on FBAs?
<ESMA_QUESTION_MSEM_16>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_16>

1. Are there any emerging structural shifts which you believe would warrant closer monitoring? (please elaborate)
<ESMA_QUESTION_MSEM_17>
We are not aware of any structural shifts in FBAs contributing to unknown risks. But we advise continued monitoring, supported by improved data and consistent flagging—this would allow for a more evidence-based assessment of their role in market structure
<ESMA_QUESTION_MSEM_17>



1. What is your view regarding the contribution of FBAs to price formation and transparency? Should those mechanisms be generally considered as price forming/ non price forming or this assessment should be done on a case-by-case basis depending on the specific design of the auction? (please elaborate, supplementing your views with data evidence when available)
<ESMA_QUESTION_MSEM_18>
FBAs can contribute to price formation and transparency, but their role varies depending on the specific design and operation of the auction.
Where properly designed, FBAs can support price formation by aggregating liquidity at a single price point and interacting with prevailing market prices. However, their contribution is typically more limited than continuous lit markets or primary auctions, as trading is intermittent and often anchored to reference prices rather than independently discovered.
From a transparency perspective, FBAs can provide some pre-trade information (e.g. indicative price/volume), but this is generally more limited than continuous order books. As such, their contribution to overall transparency depends on the level and quality of information made available to participants.
In our view, FBAs should not be categorised uniformly as either price-forming or non-price-forming. Instead, this assessment should be made on a case-by-case basis, taking into account:
The robustness of the price determination process.
The degree of interaction with other liquidity pools.
The level of pre- and post-trade transparency provided.
<ESMA_QUESTION_MSEM_18>

1. Please highlight any concerns/issues you may have at this stage. Do you see a need for specific regulatory interventions, particularly regarding the tick size regime and its application to transactions and periodic auctions (please provide details)?
<ESMA_QUESTION_MSEM_19>
At this stage, our primary concerns relate to the cumulative impact of evolving trading mechanisms on transparency and price formation, rather than to FBAs or periodic auctions in isolation.
Regarding the tick size regime, we do not see a clear case for specific intervention at this stage. FBAs and other periodic auction mechanisms operate differently from continuous order books, and applying the same tick size framework uniformly may not be appropriate. In particular:
Overly prescriptive tick size rules could constrain auction price formation and reduce execution efficiency.
Differences in auction design and liquidity profiles suggest that flexibility is required to ensure effective operation across instruments.
<ESMA_QUESTION_MSEM_19>

1. What is your view on the evolution of trading of SIs on the EEA markets? What are the main drivers of their growth?
<ESMA_QUESTION_MSEM_20>
SI trading has become an increasingly important component of European equity markets, reflecting structural demand for flexible and risk-sensitive execution mechanisms.
Growth has been driven by:
· Lower execution costs - relative to lit markets - for certain order types or sizes.
· Demand for reduced market impact, particularly for institutional orders.
· Increased use of bilateral execution models for tailored liquidity provision.
· Fragmented lit markets, prompting participants to seek alternative liquidity sources.
· Technological advancements enabling more efficient internalisation.
This evolution is consistent with a broader diversification of execution mechanisms and should be viewed as part of a competitive and adaptive market ecosystem, rather than a structural concern in itself.
<ESMA_QUESTION_MSEM_20>



1. Does this picture reflect the trends you observe in SI trading? Do SI offer trading for both large and small sizes? Do these different trade size reflect different types of clients / SI businesses?
<ESMA_QUESTION_MSEM_21>
The observed trends broadly align with our experience. SIs provide liquidity across a range of trade sizes, serving different client needs:
· Large-in-scale trades: typically institutional flow seeking reduced information leakage and price certainty.
· Small-to-medium trades: often linked to retail or systematic execution flows where immediacy and cost efficiency are prioritised.
These differences reflect:
· Distinct client segments (institutional vs retail/intermediated flow).
· Variation in SI business models and liquidity provision strategies.
This diversity underscores the role of SIs in complementing, rather than substituting, lit markets.
<ESMA_QUESTION_MSEM_21>

1. What is your perception of the application of price improvement by SIs? Does the data analysis reflect the reality, or do you believe that there are some data quality issues in the flagging of transactions subject to price improvement?
<ESMA_QUESTION_MSEM_22>
Price improvement is a key feature of SI execution and an important driver of investor outcomes, particularly for institutional trading.
However, we also note potential areas of improvement:
· The current data may not fully capture the extent or consistency of price improvement, due to limitations in reporting and flagging practices.
· There may be inconsistencies in how price improvement is identified and recorded across venues and participants.
Enhancing the reliability and standardisation of price improvement indicators would:
· Improve transparency.
· Enable more meaningful assessment of execution quality.
· Support more effective regulatory monitoring. 
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_23>

1. What is your view on the evolution of SI trading on the EU markets? Are there any structural shifts that you noticed, or envisage, which you believe should be further monitored?
<ESMA_QUESTION_MSEM_24>
SI trading has evolved alongside broader changes in market structure, including:
· A shift away from continuous lit trading toward a more diversified mix of execution mechanisms.
· Increased use of bilateral and periodic trading models.
· Greater segmentation of liquidity by trade size and execution objective.
Key developments that warrant continued monitoring include:
· The balance between on-venue and off-venue trading, and how enhancements in transparency and data across all execution types can support effective price formation.
· The interaction between SIs and other mechanisms (e.g. auctions, periodic trading).
These trends do not necessarily indicate a need for structural intervention but highlight the importance of high-quality data and ongoing supervision.
<ESMA_QUESTION_MSEM_24>

1. Please highlight any concerns/issues you may have at this stage? Do you see a need for specific for regulatory interventions (please provide details possibly relating to the information and data available or observed)?
<ESMA_QUESTION_MSEM_25>
At this stage, our primary concern relates to transparency and data quality, rather than the existence or growth of SI trading itself.
Key issues include:
· Inconsistent or incomplete reporting of SI activity, particularly around price improvement and execution conditions.
· Limited consolidated visibility of liquidity across execution mechanisms.
· Difficulty in assessing execution quality across fragmented data sources.
As such, we believe regulatory priorities should therefore focus on:
· Improving data quality, standardisation, and flagging frameworks.
· Ensuring consistent transparency obligations across execution models.
· Supporting the development of a robust consolidated tape to enhance market-wide visibility.
There is no clear case for restrictive intervention targeting SI activity directly. Reforms should instead aim to ensure that all trading mechanisms operate within a transparent, well-calibrated, and competitive framework.
<ESMA_QUESTION_MSEM_25>

1. Have you witnessed an increase in the use of benchmark trades? If so, what are the drivers of such increase on venue and on SI?
<ESMA_QUESTION_MSEM_26>
We observe that benchmark transactions are an established and important execution mechanism in European equity markets, particularly for institutional investors seeking to optimise execution with available liquidity.
Benchmark trades are typically used where execution outcomes are linked to:
· Benchmark pricing strategies such as VWAP or arrival price.
· Large-scale portfolio transitions, where execution is optimised over a defined time horizon rather than a single point in time.
· Portfolio rebalancing or benchmark tracking requirements. 
The increase in the use of benchmark transactions is driven by a combination of structural and investor-specific factors, both on-venue and in SI execution.
On-venue, key drivers include:
· The ability to access transparent, aggregated liquidity across multiple venues, supporting representative pricing over a defined time horizon.
· Increased use of execution strategies such as VWAP or closing price benchmarks, which are naturally aligned with on-venue trading activity.
On SIs, the main drivers include:
· Demand for reduced market impact and information leakage when executing large or sensitive orders.
· The ability to provide tailored execution solutions linked to benchmark pricing, particularly for institutional flow.
· Greater flexibility in execution timing and pricing, allowing SIs to support benchmark strategies outside of continuous lit market constraints.
As such, benchmark transactions should be viewed as a functional response to investor needs rather than a structural concern. Their use - across both channels - has been supported by:
· The need to manage market impact and execution risk for large institutional orders.
· The increasing diversification of execution methods across venues and mechanisms.
<ESMA_QUESTION_MSEM_26>

1. Should the use of transactions from multiple trading venues be allowed when calculating the benchmark?
<ESMA_QUESTION_MSEM_27>
Use of transactions executed on multiple venues to assess the benchmark price (e.g. VWAP or arrival price) is already an established practice in execution workflows. 
However, we would not advise the use of transactions from multiple trading venues for calculating market-wide reference benchmarks, such as closing price, for the following reasons:
Inconsistent methodologies reduce reliability: Different venues operate with varying auction mechanisms, timings, and participation rules, so combining them introduces complexity and undermines the consistency of the closing price.
Misalignment with global standards: Most global markets anchor closing prices to a single primary exchange auction; moving to a multi-venue model would reduce comparability with international practice and potentially encourage fragmentation of the closing auction, which is a benchmark that should be underpinned by the concentration of liquidity.
<ESMA_QUESTION_MSEM_27>

1. When performing benchmark trades, on how many transactions is the calculation of the benchmark trade based (on average, min, max, liquid vs. illiquid instruments)?
<ESMA_QUESTION_MSEM_28>
Benchmark transactions are typically based on a series of underlying trades executed over a defined time period, rather than a single transaction.
The number of constituent transactions and the time horizon can vary depending on:
· The liquidity profile of the instrument.
· The size and execution objectives of the order.
· The specific benchmark methodology used (e.g. VWAP, TWAP, arrival price).
In more liquid instruments, benchmark calculations may be based on a large number of trades over a short period, whereas in less liquid instruments, the execution window may be extended to ensure efficient execution. Given this variability, we would caution against overly prescriptive minimum requirements. Instead, the focus should be on:
· Supporting consistent reporting and flagging of benchmark trades.
· Improving data quality to enable effective monitoring by regulators.
This approach would preserve flexibility for market participants while enhancing overall transparency and comparability.
<ESMA_QUESTION_MSEM_28>

1. To what extent SI take advantage of the provision in Article 15(3) of MiFIR? Please share any data you may be informative in this context to understand the extent to which SIs use this provision.
<ESMA_QUESTION_MSEM_29>
We do not have access to comprehensive public data quantifying the extent to which SIs make use of Article 15(3) of MiFIR. However, based on market practice, we would expect its use to be concentrated in specific situations linked to institutional orders.
Article 15(3) allows SIs to execute orders from professional clients at prices different from their quoted prices where orders are subject to conditions other than the current market price or involve multiple instruments. In practice, this provision is particularly relevant for:
· Benchmark transactions and portfolio trades, where execution is linked to a benchmark or basket rather than a single prevailing price.
· Large or complex orders, where price formation occurs over a defined time horizon rather than at a single point.
· Conditional or negotiated transactions, where execution parameters differ from standard quote-driven trading.
As such, we would expect the use of Article 15(3) to be correlated with:
· Institutional and professional client flow.
· Benchmark-driven and portfolio-based execution strategies.
· More complex or less standardised trading activity.
At the same time, the absence of consistent and granular flagging limits the ability to precisely measure its usage across markets. This reinforces the importance of:
· Improving data quality and consistency in transaction reporting.
· Enhancing post-trade flagging to better identify transactions executed under this provision.
· Supporting consolidated data frameworks to enable effective monitoring by regulators.
We believe the provision serves a functional role in enabling flexible execution for institutional investors, and greater transparency would support more robust analysis of its use.
<ESMA_QUESTION_MSEM_29>

1. Would you be supportive of ESMA issuing guidance on benchmark trades? If yes, should it encompass quantifying the minimum requirements (e.g. minimum number of transactions to be included when calculating a benchmark price, minimum time period to cover).
<ESMA_QUESTION_MSEM_30>
We would be supportive of ESMA issuing guidance on benchmark transactions, particularly to enhance clarity, consistency, and transparency in how such trades are identified and reported.
However, we would caution against introducing overly prescriptive requirements, such as minimum numbers of transactions or fixed time periods for benchmark calculations.
Introducing rigid minimum thresholds leads to potentially negative outcomes
· Reduces execution efficiency, particularly in less liquid instruments.
· Leads to unintended distortions in benchmark outcomes.
· Limits the ability of market participants to tailor execution strategies to client needs
In our view, ESMA guidance should instead focus on:
· Ensuring transparency of methodologies and execution conditions.
· Supporting consistent and standardised reporting and flagging.
· Improving data quality to enable effective monitoring.
<ESMA_QUESTION_MSEM_30>

1. Does member preferencing lead to unfair outcomes for end-investors, other members or the markets? Please explain, if possible on the basis of data.
<ESMA_QUESTION_MSEM_31>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_31>



1. To what extent do you see evidence that member preferencing extends in practice beyond jumping the queue and may also violate price priority principles?
<ESMA_QUESTION_MSEM_32>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_32>

1. Should member preferencing be (a) prohibited, (b) should there be rules restricting the practice, or (c) should nothing be done? If you suggest there should be rules (b), which rules would you suggest? Please explain.
<ESMA_QUESTION_MSEM_33>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_33>

1. What would be the consequence of prohibiting certain forms of member preferencing? Please explain, if possible on the basis of data.
<ESMA_QUESTION_MSEM_34>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_34>

1. Are you aware of other similar and common practices, for example on RFQs, where on venue competition is limited to the detriment of other investors or members? Please explain, if possible with data.
<ESMA_QUESTION_MSEM_35>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_35>

1. Do you agree with the above three approaches?
<ESMA_QUESTION_MSEM_36>
We welcome ESMA’s effort to clarify how different types of transactions relate to liquidity, price formation, and execution outcomes. We broadly agree with ESMA’s articulation of the three categories but emphasise that these concepts should remain analytical tools rather than rigid regulatory classifications to avoid artificial constraints on ability to trade. In particular: 
· There is overlap between the categories—as ESMA notes— and transactions can evolve across these dimensions depending on context.
· Overly prescriptive use of these distinctions in regulation could mischaracterise trading activity and inadvertently restrict efficient execution. Any downstream regulatory use (e.g. in transparency regimes or flagging frameworks) should not disadvantage legitimate trading strategies, including portfolio, benchmark, or large-in-scale transactions.
· As such, a principles-based interpretation, supported by data and monitoring, is preferable to hard segmentation of trading types.
<ESMA_QUESTION_MSEM_36>

1. Do you agree with this first part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_37>
We provided detailed feedback on this topic in our response to ESMA Consultation of SMWG—CWG on certain level 3 guidance, in October 2025. Our feedback remains the same.
<ESMA_QUESTION_MSEM_37>

1. Do you agree with this second part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_38>
We provided detailed feedback on this topic in our response to ESMA Consultation of SMWG—CWG on certain level 3 guidance, in October 2025. Our feedback remains the same.
<ESMA_QUESTION_MSEM_38>

1. Would you consider that some benchmark transactions should be classified as non-addressable and non-price forming? If so, provide a clear description of the case and rationale.
<ESMA_QUESTION_MSEM_39>
We consider that in general benchmark transactions should be classified as addressable trades (i.e. involving genuine third-party interest) but as non-price forming given their reference to external prices. In our experience, most benchmark trades meet the addressability criterion as they reflect real liquidity provision between independent parties, albeit executed by reference to a benchmark price and we have not encountered cases to date that fail this test. However, we recognise ESMA’s interest in whether any particular subset of benchmark trades might be non-addressable and would welcome further clarification if specific scenarios are in scope.
<ESMA_QUESTION_MSEM_39>

1. Do you agree with this third part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_40>
We provided detailed feedback on this topic in our response to ESMA Consultation of SMWG—CWG on certain level 3 guidance, in October 2025. Our feedback remains the same.
<ESMA_QUESTION_MSEM_40>

1. Do you agree that all transactions without a flag should be considered addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_41>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_41>

1. Do you agree with this fourth and last part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_42>
We provided detailed feedback on this topic in our response to ESMA Consultation of SMWG—CWG on certain level 3 guidance, in October 2025. Our feedback remains the same.
<ESMA_QUESTION_MSEM_42>

1. Do you agree with the approach on the combination of flags in the case of addressable liquidity?
<ESMA_QUESTION_MSEM_43>
TYPE YOUR TEXT HERE 
<ESMA_QUESTION_MSEM_43>

1. Do you agree that intragroup transactions executed by SIs should not constitute addressable liquidity and therefore, could be flagged (i.e. a new flag in RTS 1 could be added to disentangle those transactions)? Do you agree that intragroup transactions executed by SIs should be classified as non-price forming?
<ESMA_QUESTION_MSEM_44>
While we recognise the analytical rationale for distinguishing intragroup SI transactions, we caution against adopting a binary classification framework that treats all such transactions as entirely non-addressable and non-price forming. 
In practice, these transactions form part of broader liquidity provision and risk management processes that may ultimately interact with external markets. More generally, price formation should be viewed as a continuum rather than a binary outcome, and overly rigid categorisation risks misrepresenting how liquidity is created and recycled. 
We note that price formation is not a binary concept—trades contribute to the price formation process to varying degrees. While some transactions (e.g., pure internal transfers or administrative bookings) have no impact on market prices and should be treated as non-price-forming, others support price discovery indirectly by facilitating risk transfer that ultimately feeds into lit markets. Regulatory classifications should be careful to reflect this continuum, focusing on material economic effects rather than solely formal labels.
While we recognise that intragroup trades are not addressable ex-ante, they may still be part of a process that supports external liquidity provision on an ex-post basis. Similarly, on a standalone basis it may seem sensible to assume these transactions are non-price forming, it reflects a narrow and incomplete view of price formation process which is overly focused on immediate interaction/execution.
We are particularly concerned if extending this logic beyond clearly technical transactions could lead to the misclassification of economically meaningful trading activity, with potential consequences for liquidity measurement, execution confidence and investment outcomes.
We’d welcome ESMA to carry out more nuanced distinctions between various types of intra-group transactions done by the SIs. 
It is also not clear to us what RTS1 flag is ESMA proposing for these transactions—we would welcome more clarity 
<ESMA_QUESTION_MSEM_44>

1. Do you believe that other transactions should be flagged and excluded from the calculation of addressable liquidity (i.e. a new flag in RTS 1 should be added to disentangle those transactions)?
<ESMA_QUESTION_MSEM_45>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_45>
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