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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
	European Fund and Asset Management Association (EFAMA)
	Activity
	Trade association
	Are you representing an association?
	☒
	Country / Region
	Belgium


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>
From a buy-side perspective, overall liquidity conditions in European equity markets have improved in recent years, both for institutional and retail investors. For institutions, available liquidity and execution quality have strengthened, while for retail investors market access has greatly improved, with deep retail liquidity, very tight bid–offer spreads, and in the case of Germany and some other jurisdictions near‑zero commissions.
In describing the difference between addressable and non‑addressable liquidity, we believe it is important to start from how buy‑side firms actually experience access to markets. In other industries, an addressable market means the entire market that can in principle be accessed, but in equity trading the relevant notion for investment firms is narrower: addressable liquidity is the subset of overall trading interest in which a firm is actually able to participate, taking into account its client type, connections to venues and counterparty eligibility. By contrast, non‑addressable liquidity comprises trading interest that is, by design, not open to all participants, for example because it is organised in wholesale or non‑transparent segments to protect execution quality for larger, information‑sensitive institutional orders.
This is an evolution from single-channel trading (lit only) to a more diversified mix of execution mechanisms. As buy-side firms, and one of the large seekers of liquidity, this is an evolution we can only be supportive of. It also reflects a greater level of segmentation in how we transact or see liquidity, based on trade sizes and different execution objectives. 
The analytical framework (addressable vs non-addressable; or price-forming vs non price-forming) from the ESMA CfE is a very useful analytical model,  but it should resist turning such labels into rigid regulatory constraints. To use such labels as “non price-forming” and using that to justify restrictions, that would be counterproductive.
For EFAMA members, the key objective is that this diverse ecosystem continues to deliver good results for underlying investors, rather than that every single trade should be accessible on identical terms to all market participants at all times.
Market Data:
We believe that one dimension is consistently missing from the ESMA analysis. The availability of market data at a reasonable cost.  As strong champions of a consolidated tape we have openly advocated for consolidated tapes on equities and bonds.  
We expect the CTs will bring a necessary additional layer of transparency to EU capital markets, with a comprehensive view of pricing and available liquidity.
However, the CT will not replace proprietary feeds from the exchanges.  Given the centrality of reference prices produced by the Exchanges, it is critical that an effective Reasonable Commercial Basis approach to pricing market data is adopted and enforced.
We have elaborated elsewhere on the disconnect between market data prices, their evolution, and cost of producing data.   Until we have a robust framework for market data costs, it is hard to imagine how new entrants can enter the space for trading, where the barriers to entry (market data costs) are so high.
<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>
Members note that the Trading Landscape diagram in the CfE appears to overrepresent the share of OTC trading, due in part to dual reporting of trades on both UK and EU APAs. Mutual recognition of APAs, or otherwise addressing the double‑counting, would provide a more accurate view of true volumes.
We believe that the SI-OTC bucket should not exist and only serves to add confusion when it comes to understanding the liquidity landscape in the EU. These transactions would be better categorised as “OTC” with the stated intention of diving deeper into the underlying causes of OTC transactions being reported by SIs. 
We are aware of scenarios where UK based SIs - who are authorised in both the EU and UK - have been instructed to report transactions in both jurisdictions regardless of where the trade has been executed. We believe this is a consequence of having duplicate reporting regimes between the EU and UK. 
It would be beneficial for ESMA to work with NCAs to establish a common expectation when it comes to cross-border reporting, in order to avoid the duplicative reporting of trades in the EU.
In addition, trades reported as OTC/XOFF should be treated as addressable liquidity where they meet ESMA’s own definition of price forming, rather than being implicitly seen as non‑addressable or non‑price‑forming. OTC trades that result from genuine interaction of buying and selling interests at or around the reference price do contribute to price formation, even if they are not displayed in the same way as lit order‑book quotes.
For asset managers, having access to a broad set of execution options, across exchanges, MTFs, SIs and OTC channels, is essential to manage different trade sizes and strategies and meet best‑execution obligations. 
<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 believe that ESMA’s analysis shows that focusing purely on the market share of lit order books as a benchmark for the size of EU equities is not the correct approach. This emphasises the need for a robust consolidated tape for equities which will provide the complete picture to institutional investors considering exposure to EU stocks. 
Although we support the data led approach adopted by ESMA, we do not agree with every conclusion when it comes to describing the trends in EU equity markets. For example, although we recognise a growth in SI volumes, we do not agree with the wording of paragraph 21, which suggests that this has been the primary cause for a reduction in on-book trading over time. 
Instead, we would point to ESMA’s conclusion that volumes traded “on-book” versus “off-book” have remained stable, with notable shifts in volumes traded within each category. For example, we see that volumes within “on-venue” shifted away from lit venues as a result of the growth of opening/closing auctions and periodic auctions (including frequent batch auctions). In this sense, we believe that there has been a redistribution of liquidity within each category, rather than a significant shift in one direction or the other. 
More broadly, EFAMA members note that competitive pressures between exchanges, MTFs, SIs and other platforms have contributed to an environment of strong overall liquidity, with narrow spreads and trading costs that have been declining over the last few years, and very much on par with other competitive jurisdictions like the US.
The analytical framework and categorisation that ESMA has put together is something we welcome, but needs to be cautious that it will not really be restrictive or prohibitive in any sense. 
The analysis can be seen as informative, but we need to avoid the risk of trying to develop a standard, industry-wide definition of “addressable and price-forming liquidity”. These definitions should be used only as an analytical yardstick, and not for intervention. 
<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>
EFAMA members see today’s European equity markets as a combination of lit order books and a range of complementary mechanisms such as SIs, closing auctions and periodic auctions, which together create a relatively complex and fragmented trading landscape. Based on their experience however, this complexity has not translated into poorer outcomes for end‑investors: institutional trading costs in Europe have continued to trend down over time, including in periods of market stress, and are not higher than in more centralised markets like the US, some members even observe lower trading costs in Europe, notwithstanding that settlement remains more expensive. Retail investors have similarly benefited from very tight spreads and, in the case of Germany and some other jurisdictions near‑zero explicit commissions in this environment. 
From a buy‑side perspective, lit markets remain essential for price formation and transparency, and there is clear merit in ensuring that they function as effectively as possible. At the same time, other execution channels, such as SIs, closing auctions, periodic auctions (FBAs), serve a different but complementary purpose, often providing liquidity in situations where lit order books may struggle, for example for larger, more complex or less liquid trades. In practice, a significant share of activity in these mechanisms is referenced to prices from the continuous lit market, so that trading outside the CLOB interacts with, rather than replaces, the overall price‑formation process. 
Historical experience suggests that fragmentation in itself is not necessarily bad: the US for example, which is substantially more fragmented than Europe in venue count, still provides deep liquidity and a successful listing environment. 
<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>
In practice, asset managers typically set the objectives and order instructions, while the detailed decisions on how and where to execute are delegated to brokers operating under best‑execution policies. Brokers select among exchanges, MTFs, SIs and other mechanisms, based on market conditions, liquidity characteristics, and the execution objectives defined by the asset manager. Asset managers then assess ex post whether the broker choices have delivered the best possible outcome for end‑investors.
Within this framework, the availability of multiple execution options is critical. SIs supply risk‑based principal liquidity and tailored solutions for large or less-liquid orders, where a purely order-book-based approach might make it difficult to achieve a minimum market impact. Periodic and closing auctions, as well as other specialist mechanisms, similarly provide tools for matching execution strategy to order characteristics, such as size, urgency and information‑sensitivity.
Regarding the growth of more trading via SIs, we continue to see them as an important provider of liquidity in the market. It is difficult to predict where SI will be in couple of years. We see there is more ETF trading and more investments in ETFs, which also leads to more SI trading as firms are managing their risk. This is just the nature of the evolution of the market. 
<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>
For most EFAMA members, access to liquidity is mediated through brokers and banks, which connect to the relevant exchanges, MTFs, SIs and other platforms on their behalf. Day‑to‑day access to liquidity is therefore generally good, and decisions on which liquidity sources to use are part of brokers’ routine order‑routing and execution choices.
At the same time, members underline that not all liquidity is, or should be, accessible to every participant at all times. Whether a firm can access a specific venue or counterparty depends on factors such as technical connectivity and counterparty eligibility, and some retail or institutional mechanisms are intentionally restricted to certain user groups in order to protect execution quality.
The main concern expressed by members is not a lack of access, but the risk that future regulatory changes could narrow the range of execution options or impose constraints on particular regimes (e.g., on SIs), thereby reducing the ability of brokers and buy‑side desks to source liquidity effectively and fulfill best‑execution obligations.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
EFAMA members see closing auctions as one component of a broader ecosystem of execution mechanisms that together support efficient markets for both institutional and retail investors. 
We agree the stable and growing flows into closing auctions is driven by:
· Rise of passive investing particularly ETFs, and passive indexed funds
· Being primarily a key liquidity event. Closing auctions are a crucial liquidity event for both active managers and passive trackers. Liquidity tends to attract more liquidity, and the market is experiencing the best execution results during these times.
· Mismanagement during the day occurs in the closing auctions, leading to higher trading volume at that time. Since no other trading happens afterward, except for cancellations, it becomes a liquidity event with minimal risk. 
We also see that volumes migrating into the close are not just a European phenomenon but rather a global trend that also occurs outside Europe. 
<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 on MTFs and SIs are viewed by members as additional tools within a diverse execution landscape, rather than as problematic innovations. EFAMA members approach them in the same way as other mechanisms. They are assessed based on whether they deliver improved or complementary access to liquidity.
Investor demand for trading following the closing auction should be acknowledged as a legitimate option for investors and we believe that competition at the close should be welcomed. We do not see any evidence that their existence has detracted from price formation at the close. 
<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>
Members believe that different conditions are present in extended or 24‑hour trading as compared to standard trading hours. Outside regular hours, given the absence of institutional flow, spreads tend to be wider. However, some retail exchanges are open during extended trading hours, and on the SI side, some neo-brokers provide retail execution to single market makers.
In such conditions, retail investors may be more exposed to being “picked off”, especially if they submit unlimited orders, and they are more reliant on the behavior of market makers in a less transparent, less liquid environment. For informed retail investors, there are clear limits to how far regulation can protect trading outside regular hours, where they are largely at the mercy of market makers.
In terms of the role of closing auctions, these are a necessary part of the wholesale trading day.  They are absolutely critical for valuation purposes, we rely on the closing reference price, generated by closing auctions for the end of day NAV calculations necessary for ETFs, index tracking and active funds. 
In summary, the 24h trading day is better adapted to direct retail investment, though the issue there is thinner liquidity and higher potential spreads.
<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 most notable structural feature highlighted by members is the long‑standing fragmentation of European market infrastructure and the effort required to reintegrate liquidity across multiple venues. With the upcoming launch of the consolidated tape, and this in combination of venue attribution and deeper layers, could help to get a better picture and identifying which venues contribute to EBBO, and thereby improving routing decisions. A consolidated tape containing pre-trade data, would serve as a valuable tool for retail investors to determine where to place a trade either on a single market makers or if the lit markets are offering better services to them.  
Despite this complexity, measured trading costs in Europe are not higher than in more centralised markets, and may even be lower in some cases, which members see as evidence that the current multi‑venue model is broadly successful from an investor‑outcome perspective.
Institutional trading costs have trended downward over time, including during recent periods of volatility, supporting the view that markets are complex yet efficient. From a buy‑side perspective, two principles are central for a successful market structure: traders must retain the ability to choose how to execute each trade, and regulators should avoid micromanaging market structure in the absence of a clear, evidence‑based public‑interest justification.
Members therefore recommend that regulatory attention focus on improving post‑trade data quality, including the use of proper flags, and reducing post‑trade frictions and barriers, rather than on far‑reaching structural interventions in the trading landscape. ESMA’s own data show that markets remain heavily concentrated on multilateral venues and are generally well‑functioning, which supports a cautious, non‑interventionist approach that preserves choice while improving transparency and data.
Similarly, we support efforts under the MISP to reduce post-trade frictions by mandating CCP choice and interoperability, as well as building CSD hubs and connectivity where necessary. 
<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>
Specific to FBAs, standardisation varies across different FBA protocols. 
From a market‑structure perspective, frequent batch auctions (FBAs) are one of several execution mechanisms that contribute to a competitive and resilient European equity market. The coexistence of exchanges, MTFs, SIs, closing auctions, periodic auctions and FBAs has driven innovation, improved efficiency and strengthened competition, ultimately benefiting end‑investors.
It gives traders additional ways to execute orders where continuous lit books may not provide the best solution, for example for larger or more sensitive orders where immediate display could trigger unwarranted market impact. 
<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>
TYPE YOUR TEXT HERE
<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>
Specific to FBAs, we believe that standardisation varies across different FBA protocols, so there is a case for further analysis of whether each individual FBA contributes to price formation or not. 
However, based on members’ trading experience, FBAs and other auction mechanisms do contribute to price formation. When institutional desks trade in periodic auctions, they typically execute at or around the mid‑price with lower market impact than in continuous trading, and the resulting trades interact with the overall price‑formation process at least post‑trade.
More generally, whenever there is price improvement in an SI or in an auction, or liquidity improvement at the same reference price as on the exchange, this activity is contributing to price formation. 
FBAs clearly meet ESMA’s own definition of price forming as reflecting “a price determined through the genuine interaction of buying and selling trading interests”. Auctions, including closing auctions, literally set a price based on accumulated buy and sell orders that did not exist beforehand. That price is created by the auction process and then feeds into market valuations. 
<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>
TYPE YOUR TEXT HERE
<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>
Members observe that SI trading has grown alongside the wider expansion of alternative trading mechanisms such as periodic auctions. A key driver is that decisions to route flow to SIs are often taken by brokers and banks as part of their routine execution logic, including via smart order routers, rather than by asset managers directly.
From the buy‑side standpoint, SIs play a complementary role to lit markets by providing risk‑based principal liquidity, especially for large, complex or less liquid orders where executing solely on lit order books could cause undue market impact or unfavourable price moves. Most off‑venue flow executed through MTFs or SIs is strongly benchmarked to the reference price on the continuous lit market, which helps maintain a robust link between SI activity and overall price formation.
Members also highlight proposals under discussion in the market to attribute post-trade reports to individual SIs rather than using a generic “SINT” flag. From the perspective of institutional trading desks, such firm‑level attribution would fundamentally change the risk profile for SIs as risk‑takers rather than marketplaces, and could therefore alter the services they can offer and the attractiveness of SI liquidity.
Referring to ESMA’s own data there is a high degree of concentration of SI volumes on a few providers.  This makes the idea of publishing SI venue identities highly problematic. For buy-side firms, preserving the current “SINT” flagging model is essential, as it allows SIs to intermediate risk without exposing their positioning and trading strategies in a way that would undermine their ability to provide competitive liquidity.
<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 available data showing that a large share of SI notional volume is concentrated in sizeable transactions on a relatively small number of SIs is clear in the ESMA Call for Evidence. Without an improved flagging system it is difficult to generalise about the small order size flow, as some of it is certainly retail, and some of it is institutional.  However, there is also a significant amount of small‑sized SI trading, which means that any simple size‑based categorisation of SI flow would be misleading.
This concentration pattern is one of the reasons why EFAMA members are opposed to post‑trade disclosure of individual SI identities, even with delays. 
<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>
EFAMA members emphasise that a large proportion of their off‑venue order flow executed through MTFs and SIs is benchmarked to the reference price on the continuous lit market. This means that, in practice, SI executions offering price improvement relative to the lit best bid or offer are a tangible and important source of value for investors, even if there may be some data‑quality challenges in how price‑improved trades are flagged.
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
Members have discussed ideas such as introducing size‑based thresholds below which trades could be considered “retail” and required to be executed on exchanges, as an alternative to enforcing explicit retail flags on SIs. 
To boost retail trading on the lit market, regulated markets and exchanges should become more competitive to attract these flows. While retail remains a small segment overall, it is rapidly growing, especially in regions like Germany. 
A key question is whether it is beneficial and in the client interest for all retail orders to be executed by a single provider. To answer this accurately, a reliable and consolidated pre-trade data tape is essential.  It would allow for comparability of prices across trading venues.   Such a resource would enable retail investors to assess if single dealer models offer them fair value. 
However, the prevailing view is that such size‑based approaches would be very unhelpful for institutional investors, as they would inevitably capture a significant amount of genuinely institutional flow, given the large number of small‑sized transactions executed by SIs as part of institutional execution strategies. Restricting small‑size SI trades would impair brokers’ ability to optimise execution outcomes, without addressing the underlying concerns.
In this light, EFAMA members see greater value in improving the consistency and reliability of existing flags (including those for price improvement and liquidity provision) to include a new retail flag.
<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>
As noted above, SI trading has grown and become more concentrated in a limited number of providers, reflecting where liquidity naturally aggregates. EFAMA members do not see the scale of SIs as the main structural weakness of current market structure; instead, the more pressing issues lie in data quality, the absence (so far) of a robust consolidated tape, and the need for better post‑trade transparency standards.
From a buy‑side perspective, the priority is to preserve a multi‑venue model in which traders can choose between exchanges, MTFs, SIs, auctions and other mechanisms according to the needs of each order. Regulation should avoid “over‑regulating” SI and dark‑trading activity in ways that reduce choice, weaken liquidity and impair execution quality, thereby making markets more fragile rather than more resilient.
Whether the markets will evolve as described in the ESMA CfE and whether trends will continue to set further will depend entirely on how people put their money to work. Today, there are many more options and ways to invest, and the evolution toward a more diversified mix of execution mechanisms creates a market where they can decide how to execute their orders, which can be seen as a positive development. It also reflects a greater level of segmentation in how we transact or see liquidity, based on trade sizes and different execution objectives.
In short, the aim should be to refine a broadly functioning market structure by strengthening transparency, resilience and investor outcomes, not to dismantle or significantly curtail SI activity that plays a valuable complementary role.
<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>
EFAMA members consider that the diversity of execution options in Europe, across exchanges, MTFs, SIs, auctions and other mechanisms, is a core strength of the current market structure. This diversity supports resilience, increases choice and helps deliver better outcomes for end‑investors by allowing traders to match execution methods to order characteristics and liquidity conditions.
Measures that significantly restrict particular venue types risk upsetting this balance, reducing competition and limiting the market’s ability to meet different trading needs efficiently. For asset managers, access to a broad set of execution options is essential to source liquidity, manage diverse trade sizes and strategies, and comply with best‑execution obligations.
From a buy‑side perspective, the focus of regulatory intervention should be on improving market data and transparency rather than on broadly limiting specific execution mechanisms. A high‑quality consolidated tape and stronger, more consistent reporting standards would enable firms to assess execution quality more accurately, see where liquidity is genuinely forming, and make better routing decisions across venues. This, in turn, is a more practical way to support liquidity on lit venues and across the market, while also giving both market participants and regulators a clearer view of how the system operates in practice.
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_26>

1. Should the use of transactions from multiple trading venues be allowed when calculating the benchmark?
<ESMA_QUESTION_MSEM_27>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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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