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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
	SIX Swiss Exchange
	Activity
	Trading Venues
	Are you representing an association?
	☐
	Country / Region
	Switzerland


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>
SIX welcomes the ESMA Call for Evidence on the structure of European equity markets and appreciates the comprehensive analysis undertaken. The work carried out is both timely and necessary to support an informed discussion on the evolution of market structure 
SIX broadly agrees with the description of the market structure as summarised in Figure 1, although some specifications might be needed. Firstly, it is important to clearly understand and define what is reported under the different categories (e.g., NT3, TNCP, SI OTC), to ensure that those transactions indeed are addressable or non-addressable liquidity as indicated. 
In principle, the definition of addressable (i.e., economically relevant) and non-addressable liquidity is the right one, but in practice, there is uncertainty regarding which transactions get reported under each category. As a result, transactions mapped as non-addressable liquidity may in fact correspond to addressable liquidity, which is a major issue. For instance, NT3 transactions cannot all be considered as non-addressable and, in particular, transactions flagged as BENC are addressable. ESMA itself in the CfE acknowledges that in some instances there might be data quality issues where transactions are not properly flagged. Therefore, for the categorisation in Figure 1 to be effective, these issues must be addressed.

Secondly, while we agree with the proposed classification, the category “dark trading” should not be restricted to transactions under the Reference Price and the Large in Scale Waiver only.
We also suggest that grouping FBAs and standard auctions in the same overarching “periodic auction” category is misleading. Both have different functions in the market: FBAs target intraday market quality by time-batching, while closing auctions target end-of-day price formation and liquidity consolidation to set the market’s reference price. They should therefore be classified separately. Our understanding is that the MIC could be used to that effect. Opening auctions should also be added to Figure 1, as ESMA considers them a distinct category from intraday auctions, according to paragraph 10. Following ESMA’s definitions, it would be useful to further clarify what is considered as intraday auctions.
In this context, SIX considers it would be highly beneficial for ESMA (and the market) to conduct a similar exercise on Europe’s equity markets on a regular basis (e.g., annually) to facilitate continuous analysis and monitoring. SIX notes the recent letter on the prioritisation of ESMA’s 2026 deliverables and questions whether some deprioritised, postponed, or potentially repealed mandates could be replaced with this form of analysis. Even in a scaled-down format compared with the current Call for Evidence, such an exercise would provide a useful reference point.
<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>
SIX would welcome deeper examination of SI-OTC and XOFF activity, as the current reporting framework still makes it hard to clearly separate true bilateral principal risk-taking from trades that effectively resemble off-exchange market making. The concern is not that this activity should be presumed inappropriate, but that existing flags and reports do not consistently permit a clear view of its underlying economic nature. Improved flagging and more consistent reporting would be more valuable than drawing strong inferences from the data alone.
<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>
The data available to market participants does not allow for a full cross-check of ESMA’s figures, notably due to methodological differences, including the exclusion of UK data and the lower level of granularity compared to transaction reporting data. Subject to these limitations, the overall trends identified are broadly recognised.
Key concerning trend: decline in lit multilateral activity
In particular (and as further developed in Q4), there is concern regarding the continued shift of activity away from price-forming venues, i.e., regulated markets and MTFs (including CLOBs and closing auctions), towards bilateral (e.g., SIs) and dark or semi-opaque execution mechanisms. This trend is not limited to the period since 2022 but can be observed since the implementation of MiFID II in 2018.
While the MiFID II/MiFIR framework has supported innovation and competition, it has also contributed to a progressive fragmentation of liquidity across various execution channels, including towards less transparent environments. This development raises concerns from the perspective of transparency, price formation, investor access and protection, and the attractiveness of EU primary markets, and would warrant regulatory adjustments.
Recommendation: including UK activity on EEA shares
It is also important to consider the methodological impact of excluding UK activity in EEA shares from the analysis. The UK represents a significant center for trading in EEA shares (roughly 1/3 of total volumes is executed in the UK), particularly in bilateral and dark segments (including SIs, OBOE, and OTC trading). Its exclusion therefore leads to an underestimation of the overall share of off-venue trading in EEA shares and a partial view of competitive dynamics.
SIX strongly believes that enhanced data cooperation between ESMA and the UK FCA would contribute to a more comprehensive and evidence-based assessment of market structure developments. Trading in EEA shares remains economically and operationally interconnected across EU and UK markets. Without incorporating this dimension, current analyses provide only a partial representation of effective liquidity and substitution effects across execution mechanisms.
<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>
ESMA notes a shift away from price-forming venues toward less transparent alternatives, with growing reliance on reference prices for on- and off-book trading. SIX finds this trend concerning.
Liquidity migrating from lit, multilateral markets threatens long-term price discovery. These venues underpin European price formation by supplying transparent reference prices.
More trading now depends on prices formed on lit venues, while fewer trades contribute to that process. This creates a structural imbalance: alternative mechanisms benefit from lit-market transparency and efficiency without equivalent obligations or proportional support. While useful for large trades, their rising prominence risks weakening the pricing infrastructure. Over time, markets could become “price-driven,” with dealers setting and trading on their own quotes—creating conflicts of interest that may encourage quote shading, selective liquidity, and execution choices favoring dealer P&L over retail outcomes, especially with limited transparency and competition.
Continued shifts toward bilateral and dark trading could erode exchange liquidity, undermining transparency and reference price robustness. Without safeguards, public markets may become less viable, pushing the system toward dealer-driven models with lower transparency, higher costs, and greater systemic risk. Targeted regulation is needed to reinforce liquidity on lit venues.
Protecting price formation is essential for secondary and primary markets, issuers’ capital-raising, and the EU market’s attractiveness. Investor confidence in fair, transparent, efficient, well-regulated markets must remain central to the EU agenda.
SIX proposes that ESMA analyze how trading models contribute to price formation and how dark/bilateral trading affects price efficiency, potentially by commissioning independent academic research and publishing a report.
<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>
SIX notes that the factors influencing firms’ choices of execution venue or method can differ by firm and trading strategy. Each market participant follows its own execution policy and balances various commercial and operational considerations.
Even so, regulatory design materially shapes market incentives and outcomes. In particular, asymmetries between the rules for SIs and those for multilateral trading venues distort incentives and competitive conditions. Such differences can make certain execution models relatively more attractive regardless of their intrinsic execution quality.
For instance, when SIs receive more flexible treatment than trading venues across all order sizes—such as being able to select counterparties and treat them differently, or to execute off-tick—the incentive to internalise order flow can increase, while few mechanisms exist to encourage trading on lit multilateral markets. Consequently, order flow may be drawn away from lit venues not primarily due to best execution, but because of divergent regulatory frameworks. This can affect overall market quality, including price formation and transparency. (See response to Q20).
<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>
SIX recalls that regulated markets (RMs) and multilateral trading facilities (MTFs) provide open, transparent, and non-discriminatory access, enabling all participants - directly or through brokers - to interact with available liquidity on equal terms.
However, fragmentation is increasingly shaping overall market liquidity. An expanding portion of trading is conducted in bilateral and less transparent environments. Access to these pools is not open to all; it is generally restricted to those who, via their Execution Management System, have arrangements with specific off-exchange liquidity providers. Consequently, liquidity is not equally accessible across the market, and participants lacking access to bilateral networks may find it harder to interact with certain liquidity pools.
<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>
Although not speaking on behalf of issuers, SIX wishes to emphasize that the appeal of primary listing markets is closely tied to the depth, liquidity, and sound functioning of secondary markets.
Primary and secondary markets are fundamentally interlinked. Robust secondary markets facilitate capital formation, provide liquidity, and enable risk management—all critical to an attractive listing ecosystem. Notably, strong and transparent secondary-market liquidity is a major catalyst for IPOs: it supports credible valuations, narrows spreads, and lowers the cost of capital. Concentrating liquidity on transparent primary venues can create a virtuous cycle, strengthening price discovery, reducing volatility, and improving financing conditions and IPO prospects.
These advantages are increasingly weakened by liquidity being fragmented across bilateral and less transparent channels. It is also important to recognize that while exchanges serve a crucial role as listing venues, other execution mechanisms operate solely in the secondary market and compete with trading venues under lighter regulatory regimes. Addressing this imbalance is vital to sustaining healthy primary markets.
<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>
The distribution of liquidity differs significantly across countries, with smaller markets tending to depend more on continuous lit trading. Any structural diversion of order flow from lit venues may disproportionately affect price discovery and market quality.
It is therefore important to evaluate the potential effects of an expanded pre-trade consolidated tape (CT) on market structure and on the diversion of order flow from lit continuous order books to bilateral or larger venues, which could weaken liquidity and price formation.
In addition to examining liquidity by EEA ISINs, analyzing trading volumes by share type (e.g., blue chips, mid caps, small caps) could clarify whether greater fragmentation is associated with a concentration of liquidity in the largest caps.
Lastly, as a general observation and as discussed in Q3, the absence of UK trading data for EEA shares is a material constraint. A meaningful share of EEA equity trading occurs in the UK, particularly via bilateral, SI, and OTC channels.
<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>
SIX reiterates from Q1 that a binary lit vs. dark classification is too simplistic given today’s diverse market models.
SIX also believes ESMA’s definition of “dark trading” (RPW and LIS waivers) is too narrow. Any trade executed under a waiver and not subject to pre-trade transparency should be considered dark. Notably, while ESMA includes negotiated trade waiver transactions in Figure 13, it does not classify them as dark in its broader taxonomy.
On trends, SIX agrees dark trading has been relatively stable, especially below-LIS trades, reflecting the effectiveness of the DVC within its scope. However, when the RPW was suspended, much of the flow shifted away from continuous order books to other mechanisms, a shift that has accelerated under the revised SVC. Further analysis of these developments is warranted.
<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>
Our concern with the current dark trading framework is that the Single Volume Cap (SVC) constrains venues without reliably protecting price formation on CLOBs. October 2025 suspensions show capped flow migrating to other channels - some transparent (CLOBs, FBAs), some less so (bilateral). When substitutes are no more transparent than the capped venue, the SVC undercuts its goals.
Therefore we recommend to
· Improve post-trade transparency to illuminate price-improved liquidity
· Enhance visibility on bilateral liquidity
· Replace the SVC with targeted, temporary dark bans 

<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>
SIX concurs with ESMA’s remarks on the importance of closing auctions for the functioning of equity markets, both in terms of their relevance for market participants and their contribution to price formation. 
Closing auctions are an important complement to strong and continuous price formation on transparent markets. They play a key role in equity markets by concentrating liquidity at the end of the trading day and delivering a robust closing price that is critical for transparency and market stability, without undermining lit order books during the trading session. 
Their growing importance can be partly explained by the rise of index-tracking and passive investment strategies, which require execution at the end-of-day price for accurate replication. This trend reflects genuine investor demand and structural shifts in market behaviour rather than any lack of competitive dynamics. 
One factor behind the growth of closing auctions in the EU may be linked to MiFID II itself. This trend has been driven in part by the increased market fragmentation following the framework’s introduction, which has weakened liquidity sourcing and transparent price formation through the increase of systematic internalisers and alternative trading systems, as well as the growing number of venues operating under pre-trade transparency waivers. This strengthens the need for a robust and accessible-to-all liquidity and price formation event during the 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>
SIX considers that there is healthy competition in the closing space, both among trading venues and from alternative solutions offered by MTFs and SIs (Market at Close mechanisms). These alternatives usually run alongside the official closing auction and match orders at the official closing price once it is set. 
For instance, some investment banks provide “market at close” services that internally match orders to avoid exchange auction fees, including principal liquidity guaranteed at the close through their Systematic Internaliser.
To enhance transparency around activity executed at the closing price across different execution mechanisms, it would be useful to introduce a dedicated post-trade flag, similar to the CLSE flag used in the UK. This would clarify the scale and impact of alternative closing mechanisms and support a more complete analysis of market dynamics.
<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>
SIX notes that liquidity in European equity markets remains heavily concentrated in opening and closing auctions, which are central to price formation. The potential introduction of 24-hour trading or extended trading hours could partially redistribute liquidity across the trading day, but the effects are uncertain and require further analysis.
Unlike some other jurisdictions, such as the US, European closing auctions do not run alongside continuous trading; they serve as a dedicated price formation mechanism that sets the final reference price of the day. According to public information, US venues exploring 24/7 or 22/5 trading intend to keep the closing auction at the current time. This suggests that, for now, the closing auction as a liquidity and price formation event is not being challenged in the US, even in a near 24/7 setting.
In Europe, where extended trading hours exist, they are generally narrow in scope and largely targeted at retail participants.
<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>
SIX does not identify any specific developments or issues that require authorities’ monitoring or regulatory intervention.
Competitive dynamics in the closing auction space remain strong. There are no structural or regulatory barriers to entry or competition, and trading venues compete both with each other and with bilateral execution models, including systematic internalisers. Alternative mechanisms are available, allowing participants to execute at the close without using the primary market’s closing auction.
The increased use of closing auctions should be viewed as a market-driven outcome reflecting investor demand, not as a byproduct of weak competition or market failures. Venue pricing reflects normal commercial strategies, competitive positioning, and cost structures, and market entry and innovation remain feasible, as shown by the appearance of competing solutions in recent years. Unofficial indications, based on assumptions in the absence of CLSE flags, suggest that trading at the close on bilateral venues versus the main closing auction accounts for about 20% of closing auction volumes, and this nearly doubles when including all other alternative mechanisms such as MTFs, OTC, and OBOE. Moreover, these shares are steadily rising.
Accordingly, there is currently no evidence to justify targeted regulatory intervention in the structure or functioning of closing auctions. Regulatory efforts should focus on monitoring market developments while maintaining conditions for competition, innovation, and efficient price formation. Premature or overly prescriptive measures could disrupt well-functioning market mechanisms that are meeting genuine investor needs.
<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>
Frequent Batch Auctions (FBAs) are transparent, multilateral execution mechanisms run by regulated trading venues. Each auction provides pre-trade visibility—such as indicative price and volume—and post-trade disclosures equivalent to those in continuous lit markets. They operate under clear, non-discretionary rules, matching orders at a single clearing price within each auction window.
In essence, FBAs function like scheduled auctions (e.g., the closing auction), but they occur at very short, repeated intervals and may show less depth than typical closing auctions. This is largely because they run alongside the central limit order book (CLOB) and must curb information spillover between lit books to keep price discovery effective and robust. Owing to their randomized uncrossing process and the aggregation of multiple participants at a single auction price, periodic auctions (PABs) are widely viewed as having low adverse-selection risk.
The increase in FBA activity is driven by three main factors:
1. FBAs enable executions within the spread—often at the midpoint—lowering transaction costs for both buyers and sellers.
2. They limit information leakage and blunt latency-arbitrage by removing the continuous time dimension that can disadvantage slower traders.
3. They complement continuous lit trading: institutions seeking to minimize market impact deploy FBAs alongside CLOB trading, dark mechanisms (where permitted), closing auctions, and bilateral channels. FBAs also intensify venue competition and provide a strong alternative to bilateral execution. As noted, the SVC suspensions in October 2025 shifted some flow that would have used the RP waiver toward FBAs—a beneficial move from a less transparent mechanism to a more transparent multilateral one.

<ESMA_QUESTION_MSEM_15>

1. Do you have any particular observations as regards the impact of SVC on FBAs?
<ESMA_QUESTION_MSEM_16>
ESMA’s data indicates a rise in FBA activity for instruments suspended under the SVC in October 2025. Although the observation window is brief, the trend aligns with expectations: when a within-spread execution channel is restricted, demand shifts toward alternative mechanisms. A similar pattern was seen historically under the Double Volume Cap (DVC). From a market-structure standpoint, this migration is a constructive development.
Notably, ESMA’s analysis does not assess the share of off-venue trading in the newly capped stocks - an omission we consider important to track in the SVC context. ESMA’s figures do show a material uptick in FBA trading after the first SVC suspension. While the sample period is short, these observations support the view that the SVC does not remove demand for execution options that minimize market impact and information leakage; rather, it reroutes that demand to other channels.
<ESMA_QUESTION_MSEM_16>

1. Are there any emerging structural shifts which you believe would warrant closer monitoring? (please elaborate)
<ESMA_QUESTION_MSEM_17>
Currently, we find no substantiation that the acceleration in FBAs warrants prompt intervention by regulators. FBAs remain embedded in the multilateral trading venue regime, adhering to pertinent transparency standards.The observed volume growth likely stems from underlying investor demand coupled with regulatory catalysts.
<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 play a role in price discovery. Within each auction window, the equilibrium price is set by the interaction of buy and sell orders under transparent, non-discretionary rules. This mirrors the mechanism used in opening and closing auctions, which are widely recognized as price-forming. The FBA discloses indicative equilibrium prices and executable volumes, enabling any participant to react, shape both price and volume, or withdraw. 
The process incorporates all essential components of price formation: pre-trade transparency, competitive order entry, and multilateral aggregation. By contrast, a midpoint trade in a dark venue is determined solely by the venue’s matching logic while “consuming” the prevailing midpoint from the most relevant continuous lit market (typically the primary).
The meaningful distinction is not whether an FBA operates on- or off-tick, nor whether some orders are midpoint-pegged. What matters is whether the mechanism requires competitive order submission, is pre-trade transparent, and establishes equilibrium through open, non-discriminatory multilateral competition. FBAs meet all three criteria.
<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>
The tick-size regime in MiFID Article 49, MiFIR Article 17a, and RTS 11 is framed around orders and quotes. Under MiFIR Article 17a, SIs are expressly permitted to execute at the midpoint off-tick in any size, whereas MiFID Article 49 references above-LIS thresholds for trading venues. Execution is discussed in ESMA’s Q&A, notably in Questions 11 and 6.
We are concerned that the current application of the tick-size regime creates asymmetry between trading venues and bilateral execution. Accordingly, we welcome ESMA’s decision to repeal Q&A Question 6 and to consult with the industry on this issue - an appropriate step toward eliminating the discrepancy between SIs and trading venues..<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>
As for the main drivers of this growth, the rapid rise in SI activity reflects a broader structural shift in market architecture, likely propelled by regulatory asymmetries. Variations in how SIs versus trading venues are regulated distort incentives and competitive conditions, potentially diverting order flow from lit multilateral venues—not necessarily due to execution quality, but as a by-product of regulatory design. Key drivers include:
(a) ESMA explicitly identifies the more permissive tick-size regime and midpoint execution flexibility available to SIs as factors redirecting flows. We agree with this assessment.
(b) The MiFIR framework, in Recital 13, already acknowledges the low level of pre-trade transparency for SIs and the need to ensure a level playing field with trading venues. However, the revised MiFIR/D framework and RTS 1 have not fully resolved this. Ongoing disparities in transparency and oversight—together with weaker SI data quality, including insufficient pre- and post-trade information and inconsistent flagging—limit supervisors’ ability to monitor activity effectively and contribute to fragmentation. This underscores the need for a stronger transparency and supervisory regime for SIs.
(c) SIs’ growing ability to internalize smaller, more frequent orders in a bilateral setting—often associated with retail flow, as highlighted by ESMA—signals a structural drift from SIs’ intended focus on larger trades and raises concerns about liquidity fragmentation, weakened price formation, and investor protection risks (see response to Q21). That said, small order size should not automatically be equated with retail activity; institutional order slicing can reduce child order sizes to low levels.
Taken together, these regulatory-driven dynamics risk shifting liquidity away from transparent markets. Targeted reforms are therefore necessary to ensure a fair and balanced coexistence between bilateral and multilateral trading models.
<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>
SIX’s view broadly aligns with the findings: a substantial share of SI transactions occur below SMS, at sizes typically associated with retail investors. This raises a key policy question about whether the current mix is consistent with the intended role of SIs and the efficient functioning of EU equity markets.
SIX recognises the value of SIs in providing large, bespoke, risk-trading quotes that allow institutional investors to execute sizeable orders with reduced market impact. However, there has been a structural shift toward internalising a high proportion of very small trades. This is particularly sensitive because it can fragment liquidity into more opaque execution channels, reduce the visibility retail investors have into true market conditions, and weaken overall price formation—especially given that smaller trades often carry higher informational content.
Trade size does not necessarily indicate client type: while retail clients almost exclusively trade in smaller sizes, institutional clients also execute both small and large orders, particularly with the growing use of execution algorithms. Still, for market-structure rules, both client type and order size matter. Markets aim to reduce information asymmetries without compromising execution outcomes. Smaller orders can generally be absorbed and executed on multilateral, price-forming venues, thereby contributing to price discovery, whereas this is more complex—or even impractical without adverse effects—for larger orders. The increasing prevalence of small orders on SIs is therefore problematic, as they do not contribute to price formation. Given the SI’s particular regime (discretionary access, discretionary execution, off-tick), this raises important concerns.
In this context, it is worth considering regulatory approaches that encourage the execution of below-SMS trades on multilateral trading venues. This would enhance investor protection for retail participants, strengthen market transparency, and support more robust price formation.
<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>
SIX views ESMA’s finding - that RPRI-flagged trades represent only a negligible share of SI turnover - as concerning, especially given frequent industry assertions that price improvement is routinely delivered. This discrepancy raises core questions about transparency, execution quality, and the credibility of bilateral trading outcomes. Two complementary explanations are plausible, and both merit regulatory attention:
(a) In practice, price improvement may be minimal or not meaningfully delivered. This aligns with empirical evidence, including AMF analysis showing that around 90% of SI executions occur at prices equal to, worse than, or only marginally better than primary-market prices (see Lucas, I. (2020). “Quantifying systematic internalisers’ activity: their share in the equity market structure and role in the price discovery process”, AMF). Additional research finds that roughly 85% of immediate transactions do not benefit from price improvement versus the EBBO (see Besson, P. & Gu, C. (2024), “When Do Systematic Internalisers Choose to Provide Passive Liquidity to Investors?”, Journal of Investing, 34(1), 94–123).
(b) Data quality and flagging may be incomplete or inconsistent. We agree with ESMA that SI data quality lags that of trading venues. The application of SI flags—not only for price improvement—requires significant enhancement.
In both scenarios, the current framework does not provide sufficient assurance that price improvement can be reliably observed, verified, and assessed by investors and supervisors. In the context of the MISP negotiations, transparency requirements and supervisory tools should be strengthened to ensure that any claimed price improvement is visible, meaningful, and enforceable. Specifically, the following measures should be considered:
(1) Apply quote-update obligations to all orders subject to SI quoting requirements, not only retail orders as currently contemplated under proposed Article 15(2)(b), so that any price improvement is reflected in firm, public quotes before execution.
(2) Define price improvement clearly and ensure it is meaningful, including via a minimum threshold (e.g., at least one tick versus the Primary Best Bid and Offer, PBBO) to justify bilateral execution and contribute to best execution.
(3) Bolster SI reporting discipline and post-trade data quality alongside a reinforced supervisory framework. Reliable, granular post-trade data is essential for effective monitoring and evidence-based supervision. This requires stronger supervisory expectations and enforcement, including more standardized information to competent authorities on SI execution models and stricter adherence to reporting and flagging obligations, so discrepancies can be credibly evaluated and addressed.
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
SIX is concerned that ongoing deficiencies in SI flagging and reporting undermine assessment of execution quality, price formation, and market dynamics. Reliable, granular data is essential for supervision, monitoring, and evidence-based policy, so better visibility in the bilateral space is critical.
Strengthening SI data quality, consistency, and enforcement should be a priority. While SIZE, ILQD, and RPRI flags proved useful in ESMA’s Call for Evidence, Commission Delegated Regulation (EU) 2025/1246 removed them. SIX warned against this without suitable substitutes, as it hampers monitoring of trade size, illiquid-instrument execution, and price improvement. Robust post-trade transparency should come before any simplification of SI flagging.
It remains hard to see how much SI volume is midpoint, off-tick, or retail-driven, limiting decisions on dark caps, tick sizes, and SI rule calibration.
SIX recommends:
· Retain or replace SIZE, ILQD, RPRI in RTS 22/RTS 1 with equally granular indicators.
· Add a midpoint flag (MIDP) to track expanded SI midpoint trading.
· Introduce SI-direction flag (BAGR/SAGR) for transaction cost and toxicity analysis (even with a one-month delay).
· Add a below/above SMS flag to assess alignment with SIs’ intended role.
· Consider a retail flag; also apply quote-update obligations to all SI-quoted orders so quotes are firm and public.
· Add a closing price flag (CLSE) to map volumes executed at the close.
Finally, require SIs to use a unique, venue-like identifier (e.g., a dedicated MIC) in post-trade reports, with deferred disclosure if needed. Clear identifiers would improve transparency, fragmentation analysis, execution-quality assessment, and targeted policy responses. 
<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>
For SIX’s perspective on how SI trading is evolving in EU markets, please see our response to Q21, as our assessment of EU markets aligns with that for EEA markets.
Concerning structural changes that merit close monitoring, please refer to our responses to Q20–23 and Q25. We consider the trends outlined there to justify continued scrutiny and regulatory intervention. In brief, the issues relate to the ongoing rise in SI activity - often to the detriment of continuous order books - driven by existing regulatory asymmetries and not adequately underpinned by reliable data or sufficient oversight. If left unaddressed, these shortcomings may intensify the troubling dynamics observed, with potential adverse effects on price formation and on the efficiency, transparency, and competitiveness of EU capital markets.
<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>
SIX remains concerned about ongoing shifts in EU equity markets away from multilateral lit venues toward alternative mechanisms, especially bilateral SI trading. Without corrective measures, regulatory asymmetries between SIs and venues risk entrenching these trends, harming efficiency, transparency, and competitiveness.
Key issues:
· Level playing field: Asymmetries in pre-/post-trade transparency and supervision may divert order flow based on regulation rather than execution quality.
· Market integrity and price formation: Migration of small, price-informative flow from lit venues to bilateral settings weakens visible liquidity and reference prices.
· Investor protection: Retail investors benefit from transparent, non-discretionary multilateral execution; rising retail-like internalisation raises questions on genuine price improvement and conflicts of interest.
· Transparency and data gaps: ESMA notes weaker SI data quality and flagging; SIX sees this as a major obstacle to supervision and evidence-based policy.
· Unverifiable price improvement: Industry claims conflict with limited RPRI usage, undermining confidence in reported outcomes.
· Primary market impact: Weaker price discovery and greater fragmentation can depress valuations, raise funding costs, and reduce the EU’s appeal for listings.

Targeted regulatory interventions should include:
· SI-level identifiability in post-trade data (venue-like identifier/dedicated MIC): Enable granular monitoring of individual SI activity, fragmentation, and execution quality; consider a harmonised deferral (e.g., one month).
· Stronger SI flagging and reporting (plus enforcement): Improve use of flags (midpoint, price improvement, SMS, direction) to ensure accurate post-trade data and support effective supervision.
· Reinforce SI authorisation and supervision: As SI activity becomes more systemic and venue-like, require rulebooks and detailed disclosures on execution models and best execution to curb arbitrage and ensure bilateral intent.
· Expand SI quoting scope: Broaden liquid market coverage (e.g., ≥70% of EU-listed shares) or extend transparency to all instruments; scrutinise private quotes. Current liquidity thresholds are too low.
· Tighten quote-update duties for price improvement: Make improvement genuine and visible by updating quotes for all relevant orders and setting a minimum improvement (e.g., one tick vs PBBO).
· Bolster integrity via multilateral execution for below-SMS flow or wider volume caps: Encourage below-SMS trading on RMs/MTFs, or expand volume caps to limit excessive migration to opaque channels.
· Close data gaps via ESMA–FCA sharing on UK trading in EEA shares: Comprehensive cross-border data would strengthen market analysis and policymaking.

TYPE YOUR TEXT HERE
<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 have seen increased use of benchmark trades in EEA shares during the Call for Evidence period. While drivers vary, best execution appears primary: institutional clients often measure intermediaries against VWAP or arrival-price benchmarks, favoring mechanisms that can match those prices.
New off-venue models (e.g., trajectory cross) can deliver benchmark outcomes but are deployable only off book (as SI or via the NT waiver). Trading venues currently cannot use the NT waiver to offer such mechanisms, though members may report these trades via the venue. This creates asymmetry between venues and SIs, and between larger and smaller investment firms lacking the scale to implement such models.
We therefore support allowing Trading Venues to operate NT waiver facilities on the same terms as their members.
<ESMA_QUESTION_MSEM_26>

1. Should the use of transactions from multiple trading venues be allowed when calculating the benchmark?
<ESMA_QUESTION_MSEM_27>
Using trades from multiple venues to compute benchmark prices (e.g., multi-venue VWAP) is standard in execution algorithms and should not be constrained for execution.
Since benchmarks serve different objectives, participants should retain flexibility to choose the method best suited to each order.
<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 trades are usually computed from multiple executions over a set time window, not a single fill. Given this variability, prescriptive minimums on transaction count or time window would likely hurt efficiency in illiquid stocks without commensurate transparency gains.The concerns ESMA aims to address are better met via improved flagging and reporting, rather than fixed thresholds.
.<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>
TYPE YOUR TEXT HERE
<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 support ESMA issuing guidance on benchmark trades with a clear, limited scope: focus on consistent identification and reporting, not on prescribing benchmark calculation methods. VWAP, TWAP, arrival, and close methodologies are well established; further specification risks unnecessary rigidity without transparency gains.
<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>
According to SIX, member preferencing/segmentation is one of the few ways venues can compete with single market-maker platforms and Systematic Internaliser that select counterparties and vary execution by counterparty type. Any assessment or regulation should therefore be holistic and cover all execution venues.
<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>
We do not consider member preferencing on EEA trading venues to breach price-priority principles. Where applied, it never overrides price priority. In FBAs and closing auctions, once the equilibrium price is set, matches may prioritize orders from the same member first.
<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>
We support option (c): no specific action on member preferencing for multilateral venues. We have not seen evidence of harm to end-investors or other members.
<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>
Please refer to our response to Q31.
<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>
SIX broadly supports the approach for defining addressable liquidity, non-price-forming transactions, and trades executed under conditions other than the prevailing market price. Further analysis is warranted on how misused or inconsistently applied flags might distort the classification of transactions as addressable versus non-addressable liquidity. This is particularly relevant for transaction chains, where flag usage and reporting remain uncertain. 
<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>
Yes, in principle - provided clear guidelines ensure consistent application, especially for chains of transactions. For example, a benchmark VWAP parent trade may not always be addressable, yet it can generate child trades that qualify as addressable liquidity; the same consideration applies to portfolio trades.
As a general observation on Questions 37 - 45, exchanges have limited visibility into these transactions, making it challenging to provide definitive views. We therefore believe input from market participants and banks is essential to enable ESMA to develop clear recommendations in this area.
We also recommend that ESMA consider hosting a dedicated technical call to examine these issues in greater depth, or reconvening the 2024 European Commission Data Expert Group to advance the discussion.
Finally, given potential definitional ambiguities, a key issue that should be addressed is the risk of inconsistent implementation and supervisory approaches once a framework is agreed.
<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>
<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>

<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>
<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>
<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>
<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>
No. Intragroup trades are non-addressable only if they cannot be executed anywhere other than the intragroup SI. Since risk-management hedging could occur on the intragroup SI or another venue, it should be considered addressable. SIX supports this interpretation.
<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>

<ESMA_QUESTION_MSEM_45>
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