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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
	Zagreb Stock Exchange, Inc. (ZSE) 
	Activity
	Trading Venues
	Are you representing an association?
	☐
	Country / Region
	Croatia


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>

We broadly agree with the general description of the market structure presented in Figure 1. At the same time, we consider that a purely data‑driven classification may not fully reflect the economic nature of transactions and their contribution to the market.
In particular, it is important to clearly distinguish between:
· trading mechanisms that contribute directly to price formation, such as continuous trading and opening and closing auctions on regulated markets, and
· mechanisms that primarily reference prices formed elsewhere.
From ZSE’s perspective, regulated markets play a central role in price formation, especially in smaller and less liquid markets, where the concentration of order flow in a transparent order book is essential.
We also support a clearer distinction between:
· standard auctions (opening and closing), which are key price‑forming events, and
· other mechanisms such as FBAs, which serve a different function.
In addition, it may be advisable to introduce a dedicated CLSE flag, which would allow a clear distinction between:
· transactions that are genuinely price‑forming within the closing auction, and
· transactions executed at or by reference to an already established closing price.
Such a flag should specifically identify trades executed at, or by reference to, the official closing price, rather than covering all transactions executed outside normal trading hours. This would improve transparency and support a more accurate assessment of the role of closing mechanisms in price formation.
<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>
<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>
ZSE broadly agrees with the general trends identified by ESMA. However, we believe that the key issue is not only the distribution between on‑book and off‑book trading, but the changing composition of trading and its impact on price formation.
In particular, we observe a gradual shift away from continuous lit trading on regulated markets, combined with increasing use of execution mechanisms that rely on prices formed on those markets.
From ZSE’s perspective, the most relevant trend is therefore the declining relative contribution of transparent order books to price formation, especially in smaller markets.
Regulated markets, through their order books and auctions, provide:
- transparent and accessible liquidity, and
- robust reference prices for the wider market.
The growing use of execution mechanisms based on reference prices may create an imbalance where the transparent markets bear the cost and responsibility of producing reliable prices, while competing mechanisms use those prices to attract order flow.
If a growing share of trading relies on those prices without contributing to their formation, this may create an imbalance and weaken the overall market structure.
We therefore believe ESMA should focus not only on whether liquidity is addressable, but also on whether different execution mechanisms contribute proportionately to price formation.

<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>
ZSE shares the concern regarding the declining share of trading in central limit order books (CLOBs).
CLOBs on regulated markets represent the core mechanism for transparent price formation, as they aggregate visible buy and sell orders from a broad range of market participants. Their effectiveness depends not only on total turnover, but also on the depth and diversity of orders.
In smaller markets, such as Croatia, the role of the central order book is particularly important, as it often represents the primary source of liquidity and price discovery.
A continued shift of order flow away from CLOBs towards mechanisms that rely on reference prices may:
· reduce visible liquidity,
· weaken the robustness of prices, and
· increase sensitivity to individual trades, especially in periods of market stress.
This effect may be more pronounced in less liquid instruments and smaller markets, where the available pool of liquidity is already limited.
If such trends persist, they could affect not only execution quality, but also the reliability of reference prices used across the market and, ultimately, the attractiveness of the market for issuers and investors.
ZSE therefore considers that these developments should be closely monitored, with particular attention to order‑book depth, spreads and resilience, and not only turnover shares.
<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>

The choice of execution venue is typically driven by a combination of factors, including:
· price and total execution cost,
· available liquidity and depth,
· likelihood of execution,
· market impact and information leakage.
From the perspective of a regulated market, access to transparent and concentrated liquidity in a central order book should remain a key consideration, particularly for standard‑sized orders.
In smaller markets such as Croatia, the regulated market often represents the primary source of price formation and liquidity, and therefore plays a critical role in execution quality.
While alternative execution methods may be appropriate in specific cases (e.g. large or sensitive orders), routing decisions should be based on demonstrable benefits for the end investor, rather than solely on the availability of alternative channels.
In particular, execution decisions should not be considered optimal if they simply achieve marginal price improvement relative to a reference price generated on a regulated market, without contributing to that market’s liquidity.

<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>

<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?	Comment by vlovric: Možda ovdje možemo dodati naš case jer smo uvršteni?
<ESMA_QUESTION_MSEM_7>

From the perspective of a listing venue, the attractiveness of public markets depends primarily on the quality of the secondary market.
Issuers expect reliable price formation, sufficient and visible liquidity, access to a broad investor base.
In this context, regulated markets play a fundamental role by providing transparent and credible valuation of shares.
A market structure in which an increasing share of trading takes place outside transparent venues may reduce: the visibility of trading activity, the robustness of prices, and investor confidence.
For smaller markets in particular, fragmentation of liquidity away from the regulated market can have a disproportionate impact, as it reduces the depth of the central order book that supports price formation.
This may ultimately affect valuation levels, investor participation, and the attractiveness of the market for IPOs and capital raising.
We therefore consider that maintaining a strong role for regulated markets is essential for preserving the value of public listings in the EU.
<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 across EEA ISINs confirms that the European equity market is not homogeneous, and that market structures differ significantly between jurisdictions.
In particular, smaller markets tend to rely more heavily on concentrated liquidity in regulated markets and central order books, which are essential to ensure sufficient depth and robust price formation.
A high share of trading on regulated markets in such jurisdictions should not be interpreted as a lack of competition, but rather as a necessary condition for maintaining liquidity and efficient price discovery.
From ZSE’s perspective, policy measures should take into account these structural differences. In particular:
· regulatory frameworks should avoid incentivising fragmentation of already limited liquidity,
· and ensure that execution mechanisms performing similar functions are subject to equivalent regulatory treatment.
Special attention should be given to mechanisms that rely on prices formed on regulated markets, while contributing less to the price formation process.
<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>
ZSE broadly agrees with ESMA’s assessment that the overall level of dark trading has remained relatively stable over time.
However, from a market structure perspective, ZSE believes that the current ESMA definition of dark trading is too narrow. From a market structure perspective, any execution conducted without pre‑trade transparency, including under the negotiated trade waiver, should be considered within the scope of dark trading. A more consistent classification would improve the accuracy of the analysis.
<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>
ZSE’s main concern relates to the limited transparency and classification of non‑transparent trading activity.
An incomplete definition of dark trading may lead to:
· underestimation of the true extent of non‑transparent execution, and
· challenges in assessing its impact on price formation.
We therefore support enhanced monitoring and improved data quality, including:
· more consistent classification of waiver‑based transactions, and
· better visibility of non‑transparent trading across execution mechanisms.
At this stage, we consider that data quality and transparency improvements should be the primary focus before considering more prescriptive regulatory measures.
<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>
ZSE agrees that closing auctions play a central role in EU equity markets, both as a liquidity concentration point and as a key price‑formation mechanism.
The official closing price is widely used for: 
· valuation of portfolios and funds,
· index calculation,
· and settlement of derivatives.
From our perspective, closing auctions on regulated markets are a core component of price formation, particularly in smaller markets where they often represent a significant share of daily liquidity.
Their role should therefore be clearly distinguished from other execution mechanisms that may trade at or reference the closing price without contributing to its formation.
<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 offered by MTFs and SIs can provide additional execution opportunities, some of these mechanisms also rely on the official closing price determined on regulated markets.
While such mechanisms can contribute to competition in execution services, their use may reduce the volume of orders interacting directly in the primary closing auction. A lower level of interaction in the call phase could, over time, affect the robustness of the price formation process on which the official closing price is determined.
A further consideration is the limited visibility of activity executed under these alternative mechanisms, which makes it difficult to fully assess their scale and their potential impact on the closing price formation process.
We therefore support improvements in post‑trade transparency, including clearer identification of transactions executed at, or by reference to, the closing price across all execution venues.
Such a measure would not constitute a material regulatory intervention, but would meaningfully improve the quality of available market data and support a more accurate assessment of market structure dynamics around 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>
The potential introduction of extended or 24‑hour trading hours could lead to some redistribution of liquidity across the trading day. However, its impact on price formation remains uncertain.
In the current market structure, closing auctions represent a distinct and essential price‑formation event, especially given their role in benchmarking and valuation.
From ZSE’s perspective, even in the presence of extended trading hours, the importance of the closing auction is likely to remain, provided that the official closing price continues to serve as a key reference for the market.
For smaller markets, there is a risk that extended trading hours could further dilute already limited liquidity, rather than enhance it.
Any such developments should therefore be carefully assessed, with the objective of preserving the integrity and efficiency of existing price‑formation mechanisms.

<ESMA_QUESTION_MSEM_13>

1. Are there any structural shifts that you noticed, which you believe the competent authorities should monitor? Would you like to highlight any concerns/issues at this stage? Do you see a need for specific regulatory interventions (please provide details relating them possibly to the data and observations available)?
<ESMA_QUESTION_MSEM_14>
At this stage, ZSE does not identify structural shifts in closing auction activity that would require immediate regulatory intervention.
However, certain developments warrant continued monitoring, in particular
the share of activity executed at, or around, the closing price outside the primary auction is reportedly increasing, while the visibility of such activity remains limited due to the absence of a dedicated post trade transparency flag at EU level.
In this context, ZSE does not see a need for prescriptive intervention in the functioning of closing auctions. However, we would support proportionate transparency improvements, in particular the introduction of a harmonised post trade flag for trades executed at the closing price across all execution mechanisms, to enable a more accurate assessment of liquidity distribution and to support evidence based supervisory monitoring.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
ZSE considers that the current tick size regime would benefit from a more proportionate and flexible application, particularly when applied to smaller and less liquid regulated markets.
The harmonised minimum tick size framework introduced under MiFID II was designed to address risks associated with high‑frequency algorithmic trading, and remains an appropriate tool in markets where such activity is significant. However, its current calibration may have disproportionate effects in smaller markets, where the level of algorithmic and high‑frequency trading is limited or negligible.
In such markets, regulated markets are often the primary or sole trading venue for certain instruments, and overall liquidity levels are lower. As a result, a relatively large number of instruments may fall into tick size bands with wider minimum price increments. This may lead to artificially wide bid‑ask spreads, which:
· increase the distance between buyers and sellers,
· reduce the probability of order matching, and
· ultimately dampen trading activity and liquidity.

From ZSE’s perspective, these effects may hinder efficient price formation, particularly in smaller markets where liquidity is already concentrated and more sensitive to structural constraints.
At the same time, the original rationale of the tick size regime—namely the mitigation of risks linked to high‑frequency trading—may not be equally relevant across all markets. In jurisdictions where such trading activity is limited, a strictly harmonised approach may not fully reflect the actual risk profile.
ZSE therefore considers that the application of the tick size regime could be more closely aligned with market characteristics, including:
· the level of algorithmic and high‑frequency trading activity, and
· the liquidity profile of the instruments concerned.
Introducing a more flexible or differentiated approach, while preserving the overall objectives of the framework, could support:
· narrower spreads,
· improved liquidity, and
· more efficient price formation,
particularly in smaller EEA markets.

<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>
ZSE considers the growth of SI trading as a significant structural development in EEA equity markets.
From our perspective, the key concern is that SI activity increasingly covers not only large or specific transactions, but also small and standard‑sized orders, which could otherwise interact in transparent order books.
This may contribute to a gradual shift of order flow away from regulated markets, reducing:
· visible liquidity, and
· the robustness of price formation.
In our view, bilateral execution should primarily serve specific client needs and not function as a general channel competing with regulated markets for standard order flow.
We therefore believe that ESMA should closely monitor whether the current framework creates imbalances between bilateral and multilateral execution.
<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>
We observe similar trends, where SI trading appears to cover a wide range of transaction sizes, including a significant share of small trades.
From a market structure perspective, this raises questions, as smaller transactions are typically well suited for execution on regulated markets.
To better assess this development, further analysis would be useful, in particular regarding:
· the type of clients involved,
· the effective price improvement achieved, and
· whether such transactions could have been executed under comparable conditions on transparent trading venues.
This would help determine whether SI activity is primarily driven by genuine execution needs or by structural incentives.
<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>
We note the apparent discrepancy between:
· the level of price improvement claimed by SI operators, and
· the relatively low share of transactions flagged as such.
This raises concerns regarding the transparency and measurability of price improvement.
From ZSE’s perspective, it is important that price improvement:
· is clearly defined,
· can be measured against a transparent benchmark, and
· is properly reflected in reporting.

Improved data quality and consistency of flagging would also be necessary to allow supervisors and market participants to assess execution quality in SI trading.
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
ZSE considers that reliable and granular post trade information on SI is a fundamental prerequisite for meaningful supervision, robust market monitoring and evidence-based policy decisions in EU equity markets. The persistent limitations observed in SI flagging and reporting therefore constitute, in our view, a structural issue that should be addressed as a priority.
In particular, it is important to retain or ensure visibility of SI trading on:
· transaction size (including relation to standard market size),
· type of client SI traded with (e.g. retail vs institutional),
· the liquidity status of the instrument concerned,
· presence and magnitude of price improvement,
· use of midpoint execution, 
· the direction of the SI's intervention for transaction cost and impact analysis and
· whether transactions are linked to key price events, such as the closing price.
We note in this respect that the recent amendments to RTS 1 have removed several flags previously used to identify SI activity. Any simplification of the flagging framework should not result in a loss of transparency, especially given the increasing importance of SI trading in the market.
<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>
ZSE observes a continued increase in SI activity, which appears to take place partly at the expense of transparent order‑book trading.
This development may be influenced by differences in regulatory treatment between SIs and multilateral trading venues.
From our perspective, the key structural concern is:
· the migration of price‑relevant order flow away from regulated markets, and
· limited transparency regarding the nature and quality of SI execution.
We therefore consider that these trends should be subject to continued monitoring, particularly with regard to their impact on price formation and market quality
<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>
ZSE’s main concern is the gradual shift of trading from transparent multilateral venues towards bilateral execution.
This trend may:
· weaken visible liquidity,
· reduce the quality of price formation, and
· affect market confidence, especially in smaller markets.
We believe that regulatory attention should focus on:

· ensuring consistent and high‑quality reporting and flagging,
· improving the visibility of SI activity, and
· maintaining a balanced regulatory framework between bilateral and multilateral execution.
The objective should not be to restrict SI activity, but to ensure that it does not benefit from structural advantages that may distort competition or undermine regulated markets.
<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>
ZSE broadly agrees that addressable liquidity and price formation should be treated as distinct concepts.
A transaction may represent an execution opportunity without making a meaningful contribution to the formation of the market price.
However, we consider that the definition of addressable liquidity should not be based solely on a theoretical possibility of participation. It should reflect whether another participant could realistically compete to provide liquidity under comparable conditions.
Otherwise, the concept may overstate the level of liquidity that is effectively available to the market.
From ZSE’s perspective, a clear distinction between:
· price‑forming liquidity (e.g. regulated markets and auctions), and
· price‑referencing execution mechanisms
is essential for a proper assessment of market structure.
The effectiveness of this framework will depend on accurate and consistent transaction classification and flagging.
<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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