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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
	FIX Trading Community
	Activity
	Trade association
	Are you representing an association?
	☒
	Country / Region
	International


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>
ESMA’s description of the Equities market structure covers most of the critical categories making up EEA shares liquidity on and off exchange. 
We appreciate ESMA’s diagram is constrained by the quality and coverage of the underlying transaction reporting data, which does not allow to represent equities liquidity in the best way possible. 
We would recommend adjusting this description taking into account data points that are unfortunately not available under the current regulatory framework for either transparency or transaction reporting. 
We believe Figure 1 could be slightly amended to integrate additional dimensions to the breakdown of liquidity. In addition, we believe some of the categorisation proposed by ESMA could be enhanced, in particular with regard to off-venue liquidity. 
On Figure 1, one key element to integrate would be an organization of the liquidity depending on the trading phase. This would allow for aggregate volumes and follow trends in line with when trading occurs. The critical trading sessions to identify are: 
The open, 
Intraday trading, 
The close, and 
Out of hours trading. 
Those concepts already exist within MiFIR RTS 1 but are not properly codified. Doing so would allow for segregation of activities on- and off-exchange as they occur during the trading day. It would also allow for identifying trading outside of normal exchange hours, preparing the EU regulatory framework to the potential for 24/7 trading.
The classification proposed by ESMA, which we appreciate is tightly linked to the available data from transaction reporting, should ensure that investors can understand when, where, how and through which trading mechanisms trades are executed and how those categories transpose into post trade transparency, which is the only public data available to market participants. It should also aim to isolate and potentially exempt any transaction that are either duplicative or technical in nature. 
We would therefore suggest amending figure 1 as per below:
[image: ]
This could be achieved by introducing new flags indicating which trading phase the execution relates to. This would allow to clearly identify the proportion of off venue trading taking place during a) the open, b) intraday running parallel to lit continuous, periodic auction and dark trading, c) in reference to the primary closing auction price and, d) out of normal operating hours. Similar requirements could be introduced for trading venues, as to properly differentiate the primary auction volumes vs alternative closing mechanisms (e.g. Aquis MaC), while allowing to clearly identify trading at last order books (e.g. Turquoise, CBOE and Primaries) and extended trading hours (e.g. Euronext Trading after hours). 
The minimum set of recommendations the FIX Trading Community is supporting can be summarized as per below:
· Introduce flags for time of the trading day: We reiterate our point on at the very least introduce a “CLSE” closing flag as was introduced in the UK. 
· Qualify the nature of the execution mechanisms: although this is relatively easy for on venue trading, through the use of segment MIC code, it may be appropriate to introduce a specific flag for trades benefiting from the LIS waiver. 
· Remove technical trades: ESMA was able to identify intragroup transactions within the transaction reporting data, it would be beneficial to the market if such duplicate/ technical trades were granted exemption from post trade transparency. Similarly, although NPFT is not widely used within the EU (99% of the OBOE NPFT trades on EEA shares are reported in the UK), it would be beneficial to introduce an exemption of publication for the venues receiving those trades.
· Improve interpretation of flags; as per ESMA comments, it seems that some interpretation issues may lead to inaccuracies in the reported data, such as a proportion of OTC reports from SI firms. We believe further guidance on the correct use of MIC code depending on the nature of the transaction would be helpful reducing interpretation gaps. 
· Introduce a new flag for differentiating automated execution from manual one for off venue execution. This could be covered by FIX Tag 2405 and follow the same interpretation logic than for the “ALGO” flag currently only mandated for on venue trading. 
Finally with regard to the classification of the liquidity beyond its core model (Auction, CLOB, OBOE, SI, OTC), our members understand the limitations of the data used by ESMA for its analysis and would recommend aligning as soon as possible the post trade transparency flags with the transaction reporting ones. In particular we note that;
· TNCP Is a flag that covers both contingent and portfolio trades, potentially some benchmark trades. This prevent ESMA to show the proportion of contingent vs portfolio trades and compound the interpretation issues alluded to above. 
· SI OTC should not be a category in itself as the data points are not available in the post trade report and as such inaccessible to market participants. 
· NT3 should be further broken down by underlying flags to identify benchmark, portfolio and contingent trades independently. In the context of post trade transparency, it would also allow to strip any NPFT trades from the addressable liquidity. 
Finally, we call ESMA’s attention to the FIX guidance with regard to addressable liquidity. Not all liquidity is addressable for all, regardless of whether the liquidity is on- or off-exchange. For instance, some order books or exchange services will be dedicated to a certain type of market participants (retail, buy side only, etc…). The level of liquidity accessibility is a function of who can access the pool and how orders are being managed. Not all trading venues and/ or off-venue liquidity provision are fit for all market participants. 
Rather we think any analysis of liquidity should aim to ONLY capture trades with real economic interests, which should be the core definition of liquidity and then educate investors as to the level of accessibility and discretion each pool or liquidity providers provide. 
<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>
Post-Brexit regulatory divergence has created unnecessary duplication of trade reports for off-venue cross-border transactions. For example, when a client order received in the EU is routed to a UK Systematic Internaliser, this requires a trade report to be submitted in the EU as XOFF, despite the fact that the trade has already been reported in UK as SINT. This duplication of reporting obligations creates artificial volume inflation.
Our recommendation is to recognize UK APAs as equivalent, which would remove the need for this duplication of trade reports, mitigate the reporting burden and ensure consistency and completeness of transaction data. As a second best option, we would recommend mandating the XBDT flag for trades reported across both jurisdictions to allow for filtering to eliminate double counting. For example, in the scenario above, which triggers both UK SINT and EU XOFF reports, the XBDT flag would apply to the second report, XOFF, to mark such trades as cross-border duplicative. The XBDT flag should also be mandated for reported trades when they have been executed on non-PPT-equivalent trading venues.
We also believe that there is some ambiguity amongst market participants around the reporting of off-book trades that are exempt from the STO (e.g. trades that are flagged as BENC, PORT or CONT). We believe that some firms consider that such trades can/should be reported as XOFF as the STO does not apply. We would recommend that this use case should be clarified by ESMA to remove any doubt as to the correct behaviour.
We understand that there is some divergence in interpretation of reporting of SI executions by UK branches of EU SI firms. Our members highlighted that one regulator has stated that such UK branches, which will be reporting their SI executions in UK, should also report such executions as SI in the EU. Whilst not specifically relevant for XOFF, we would like to point out that this introduces further duplicative reporting between the jurisdictions, and therefore calls the accuracy of the data further into question.
We would also like to note that our members have highlighted some divergence of interpretation of usage of XOFF, particularly in chains of counterparties. Our recommendation would be to clarify via regulatory guidelines which counterparty should report when chains of counterparties are involved in a trade, including where these chains cross regulatory borders.
<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>
While we do not seek to comment on specific trends in the data itself, we would reiterate the concerns raised in response to Q2 regarding the potential unreliability and inconsistency of the underlying dataset. This issue is likely to become even more significant as trading becomes increasingly automated and market participants, regulators and other stakeholders place greater reliance on data-driven analysis. Looking ahead, particular attention should be given to emerging developments such as tokenisation — including any implications this may have for the scope of the MiFID perimeter — and the growing use of artificial intelligence in trading, execution and market surveillance. It is also important to recognise that observed trends may not be driven solely by market structure factors, but may also reflect broader influences such as triple witching and index rebalancing events, changes in investor behaviour, geopolitical developments and the continued adoption of new technologies.
We also refer back to the point made in our response to Q1 regarding the need to take trading phase into account when comparing data as the distribution of liquidity is different for auctions, continuous trading and out of hours trading. Taking this further, any comparative analysis also needs to account for external factors/trends that have nothing to do with market structure, and also the difference in liquidity distribution on certain trading days (e.g., options expiries and index rebalances).
Finally we note that the data presented excludes activity undertaken in the UK, which is many cases is a meaningful proportion of overall volume.
<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>
Care should be taken when drawing conclusions from observed trends where the underlying data lacks sufficient granularity, as noted in our response to Q1, and where wider external influences, as referenced in our response to Q3, may also be shaping outcomes. We reiterate our comments from Q1 and Q3 on the need to assess trends allowing for difference in trading phase, special trading days (such as expiries) and factoring in activity in the UK.
It would also be helpful to understand whether ESMA has produced, or could produce, an equivalent chart focused specifically on addressable liquidity.
<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>
TYPE YOUR TEXT HERE
<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>
From a technical perspective, there are, in principle, limited barriers to accessing the broad range of trading venues and liquidity sources, given that most venues and other sources of liquidity operate using a largely common set of industry standards. 
From a technical perspective, investors have the choice to connect to trading/ execution venues directly or via network of intermediaries/ brokers, who usually will ‘normalise’ the technical access to multiple venue. 
To the extent that access constraints arise in practice, these are therefore more likely to reflect commercial, operational or regulatory considerations rather than any fundamental lack of technical interoperability.
<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>
As we have stated in our answer to Q2, we believe that there are a number of scenarios whereby trade reports are duplicated between regulatory jurisdictions. Due to this and other potential issues with the data, it becomes very difficult to draw any firm conclusions between different EEA ISINs.
We also note that some jurisdictions have very small trading volumes and small variances in absolute volumes can result in outsize changes in the proportion of, for example, OTC trading. Small trading volumes also tends to be associated with manual activity which tends towards OTC.
<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>
As mentioned in our response to q1, the timing of these trades is an important factor, and when assessing any effects of trading in closing auctions, it is important to differentiate between activity during the closing auction that contributes to the price, activity during the closing auction that does not contribute to the price, and activity that uses the closing price but takes place after the auction. Furthermore, flagging of off-venue closing price activity in a similar manner to that done in the UK (the CLSE flag) would be extremely helpful to understand fully the activity that takes place at market close.
<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>
We do not have a view regarding any effects of such services, but with reference to our responses to q1 and q11, note that without clear identification of such trades it is difficult to measure their scale and hence draw any meaningful conclusions regarding them. We reiterate our request to have an identifier or flag to allow such activity to be clearly and unambiguously identified.
<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>
We believe this question is very difficult to answer without there being a clear and unambiguous identification of out of hours trading activity. We note that the RTS 1 table for pre-trade flags includes flags for ‘at market close’ and ‘out of main session trading’ but these are not present in the equivalent list of post-trade flags. Though is it generally possible to make a distinction on the relatively small number of venues that operate out of hours trading sessions, this is not done in a consistent manner and there is no guarantee that an equivalent distinction will be made should other venues offer such services without a regulatory mandate. We note that our MMT standard already supports such a distinction.
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_14>



1. What is your view on the evolution of trading in FBAs on EU markets? Why are those mechanisms gaining traction in your view? Which are the benefits and shortcomings they offer? (please elaborate)
<ESMA_QUESTION_MSEM_15>
We do not have a view on the pros, cons or evolution of FBAs. We would just like to make the point that FBA activity should be clearly distinguished from other trading activity, particularly on venues that undertake FBA activity and other activity (e.g., CLOBs) during the same trading phase. At present, FBAs are generally segregated by segment MIC, but this is a voluntary convention and having a identifier (such as supported in MMT) clearly prescribed in regulation would be preferable.
<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>
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>
Any assessment of SI growth depends on the consistency and granularity of the underlying flags. Granular, standardised flagging is what allows distinct activity to be identified, comparable data to be aggregated across venues and reporting mechanisms, and genuine economic interest to be separated from technical or duplicative reporting. Without it, the same post-trade print can mask fundamentally different activity, making market sizing and trend analysis unreliable. 
As noted in our responses to Q1–Q4, trends cannot be read on a like-for-like basis unless data is segmented by type of trading and UK activity is accounted for. The divergence between the post-trade transparency and transaction reporting regimes compounds this, creating a gap between what the market sees and what regulators see that makes reported SI figures difficult to validate from public PTT data alone. Cross-border duplication from UK branch and dual-reporting, the unreliable SI-OTC bucket, and divergent XOFF interpretation in counterparty chains further distort the picture. Drawing firm conclusions from such data is difficult and potentially misleading.
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
We would like to refer to our response to Q45 where we have listed a number of recommendations, previously made in letter form, that we believe would improve post-trade transparency, including SI activity. For example, being able to identify closing price activity and distinguish between manual and electronic executions will help with data analysis in general, particularly relating to addressable liquidity. Flagging or removing cross-border activity and clarifying the ‘who reports’ logic in more complex scenarios would also be highly beneficial.
We also encourage ESMA to have regular dialogue with the industry to ensure that evolving trading practices are factored into regulation in a timely manner, and that flags are being applied correctly.
<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>
TYPE YOUR TEXT HERE
<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>
Our central concern is that voluntary conventions and fragmented MIC-based tagging have not delivered the consistency needed for evidence-based regulation, and the problem grows as execution becomes more automated and data-dependent. We therefore reiterate the points made in our responses to Q1, Q2, Q23 and Q45: trades must be flagged with sufficient granularity to allow like-for-like comparison and to isolate "noise" such as intragroup and cross-border activity. Only regulatory prescription of standardised identifiers - including a per-trade capacity flag, a narrowly scoped intragroup (IGRP) flag, and an execution-method indicator (FIX Tag 2405) distinguishing automated from manual execution - will produce harmonised data that reduces the risk of misinterpretation and ensures policy reflects actual trading practice. 
We also encourage ESMA to maintain regular dialogue with the industry so that flags are applied correctly and evolving practices are reflected in regulation in a timely manner.
<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>
Our equities consolidated tape working group has spent significant time understanding and modelling different trading scenarios, including how they map onto regulatory trade flags. The results of this analysis can be found at https://fixtrading.org/packages/fix-trade-flag-scenarios-european-equities/.
In the context of benchmark trades we have identified several types of trading activity that the group considers require use of the BENC flag, either alone or in combination with other flags. 
· Non-portfolio guaranteed VWAP - BENC
· Portfolio guaranteed VWAP - BENC, PORT
· Non-portfolio guaranteed close - BENC*
· Portfolio guaranteed close - BENC, PORT*
· Exchange for physical (VWAP-priced) - CONT, PORT, BENC
· Exchange for physical (close-priced) - CONT, PORT, BENC*
· ETF NAV trades - second report (price available, cancel/replacing first report) - BENC**
It should be noted that some rows in this list share the same flags, meaning it is currently impossible, using just regulatory flags, to distinguish between them. For example, guaranteed VWAP and guaranteed close trades use the same flags. Our strong recommendation (denoted by a *) has been to introduce the CLSE flag as introduced by the FCA for closing-price trades and (denoted by **) a new ENAV flag for ETF NAV trades. Usage of these flags would not only help market participants to understand what’s going on in the markets better, but would help regulators in the same way, specifically when looking at questions such as this one.
With reference to our response to Q45 we also believe that adoption of a manual/automated indicator would be beneficial, particularly in the context of benchmark trades given there is considerable activity conducted both manually and via electronic means.
<ESMA_QUESTION_MSEM_30>

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



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

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

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

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

1. Do you agree with the above three approaches?
<ESMA_QUESTION_MSEM_36>
We believe ESMA's proposed concept of addressability would be better served by separating it into two distinct concepts: price formation and accessibility. This approach also provides a clearer framework for handling transactions executed subject to conditions other than the prevailing market price.
 
Price Formation
Price-forming transactions should be defined as transactions that transfer economic interest between a buyer and a seller in a manner that contributes to market supply, demand, and valuation.
Intragroup transactions and OBOE NPFT (Figure 36)
These should be considered technical transactions, as they do not meet the definition of price-forming activity.
Such transactions should be excluded from post-trade transparency requirements while remaining subject to transaction reporting obligations.

OTC-XOFF and contingent trades (executed via OBOE, SI or OTC)
These should continue to be classified as price-forming transactions.
As a result, they should remain within the scope of post-trade transparency and continue to be published accordingly.
 
Accessibility
Accessibility should focus on the information necessary for investors to assess how relevant a particular price-forming transaction is to them.
This requires the consistent and accurate application of flags describing:
· the nature of the transaction (e.g. benchmark, at-the-close, portfolio, contingent);
· the level of automation involved (FIX Tag 2405); and
· the timing of execution (open, intraday, close, or out-of-hours),
	as outlined in our response to Question 1.

Transactions Subject to Conditions Other Than the Current Market Price
This category should include transactions flagged as:
· Benchmark;
· Portfolio;
· Contingent; and
· At The Close (if such a flag is introduced).
These transactions remain price-forming, but their accessibility is likely to be lower than that of standard market transactions. Distinguishing between price formation and accessibility therefore allows these transactions to remain visible for transparency purposes while providing investors with the context needed to assess their relevance.
<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>
Notwithstanding our answer to Q36, we agree that trades marked as NPFT are non-addressable and non-price forming. As mentioned in our other answers, we do not believe that such trades have real economic interest, and therefore we strongly recommend that these are exempt from post-trade transparency, and thus removed from the tape.
<ESMA_QUESTION_MSEM_37>

1. Do you agree with this second part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_38>
We agree that RFMD give-ups should be considered both non-addressable and non-price-forming.
We disagree on BENC, PORT and CONT trades. We believe that all of these should be considered to be addressable and price forming.
On the addressability, each of these flags represents a trade that has real economic interest, i.e. it is not just a technical trade. Therefore, we would consider these addressable.
On the price-forming question, we would consider that any trade that has a real economic interest is price forming. Price formation does not just occur from the setting of the EBBO. Instead, every trade that is executed using these flags, regardless of the execution mechanism, validates that the price executed at is a valid price. For example, if a client executes a trade at a 5-minute VWAP using the BENC waiver, it is price forming as it is validating that that VWAP price is acceptable.
<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>
As per our answer to Q38, we believe that all benchmark trades have real economic interest, and are therefore addressable, and that they are price forming.
However, we appreciate that some benchmark trades are more accessible than others. For example, a guaranteed VWAP trade done with an SI’s Program Trading desk may be less accessible than a trade executed on a trajectory cross facility run by an exchange or SI. As per our answers to Q1, Q23, Q30, Q36 and Q45, we believe that adoption of a manual/automated indicator would be beneficial to separate these use cases.
<ESMA_QUESTION_MSEM_39>

1. Do you agree with this third part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_40>
We agree that trades marked as RFPT, NLIQ and OILQ should be considered addressable. As per our answer to Q38, as these are trades with real economic interest, we would consider these to be price forming. In the case of RFPT, for example, the fact that it is referencing another price is irrelevant – the important fact is that by executing at that price you are validating it, thus adding to price formation.
We do not believe that the presence of the LRGS flag indicate that a trade is either addressable or non-addressable. Therefore, as per our answer to Q41, these should be treated the same as trades without any flag, i.e. addressable and price forming.
<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>
Yes, we agree that all transactions without a flag should be considered addressable liquidity and price forming.
<ESMA_QUESTION_MSEM_41>

1. Do you agree with this fourth and last part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_42>
We do not believe that the presence of the SDIV or ALGO flags indicate that a trade is either addressable or non-addressable. Therefore, as per our answer to Q41, these should be treated the same as trades without any flag, i.e. addressable and price forming.
<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>
As per our answer to Q1, and Qs 36-42, we would prefer the core definition of liquidity should reference trades with real economic interest, as opposed to ‘addressable liquidity’. However, assuming that these two things are equivalent, we broadly agree with the approach on the combinations of flags, with the following exceptions:-
· As per our answer to Q38, we disagree that trades flagged as CONT are not addressable. Such trades have real economic interest to the market, and should therefore be seen as addressable. It’s also unclear why a combination of CONT and SDIV would be addressable if all other combinations of CONT are not.
· We do not see why a combination of either PORT or CONT with NPFT would not be possible, when the combination of BENC with NPFT is. We would, however, note that we have not identified any real-world scenarios where either BENC, PORT or CONT would be combined with NPFT. As per our previous responses, we believe that trades flagged as NPFT should be removed from post-trade transparency.
· As per our answers to Qs 40 and 42, We note on LRGS and SDIV that we do not believe that presence of this flag alone indicates that the trade is either addressable or non-addressable. Therefore, the categorization of such trades should be solely driven by the other flags on the trade.

<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>
We believe that certain (but not all) intragroup activity is non-addressable. In line with the approach taken by the FCA, we make a distinction for activity that is conducted purely for position/risk management purposes (e.g., moving inventory between group entities to facilitate client orders). Other types of activity may take place between group entities that is essentially equivalent to non-intragroup activity and that should be considered to be addressable. We therefore support the former either to be removed from post-trade transparency entirely (aligning with the FCA approach), or to be given an explicit flag (we have previously suggested IGRP for this and have encouraged industry participants to use this flag on a voluntary basis in the absence of a regulatory mandate).
<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>
We would like to refer to our letter of 16th June on the topic of post-trade transparency which has been copied in full below:
EXECUTIVE SUMMARY 
European markets are often evaluated solely in reference to trading venues’ volumes, discounting all liquidity executed outside trading venues’ order books. Recent analysis demonstrates that liquidity executed outside trading venues’ order books (i.e. SI, OTC and off-book on-exchange) represents 44.6% of average daily volume under current definitions (based on BMLL data from April 2025, Aquis analysis based on all reported on- and off-venue volumes in BEPACP - Cboe Europe All Companies Index). Once NPFT activity is removed, on-venue activity accounts for ~67% of total notional traded, yet existing reporting mechanisms fail to provide the granular transparency necessary for accurate market assessment of what proportion is addressable and accessible to end investors. 
The current regulatory framework, in our view, contains significant gaps that result in data quality degradation, duplicative reporting, addressable volume miscalculations, publication of technical trades with no economic interest, and therefore lead to misrepresentation of European market size.
We present these recommendations for enhancing Europe's post-trade transparency (PTT) framework through targeted amendments to RTS 1 and Level 3 guidance. We believe these modifications are critical to establishing Europe as the premier destination for international investment capital and ensuring accurate market volume calculations that reflect the true scale and opportunity of European equity markets. 

STRATEGIC OPPORTUNITY FOR EUROPEAN MARKETS 
The evolving global political landscape presents Europe with an unprecedented opportunity to capture the attention and capital of international investors. To capitalise on this moment, we recommend clarifications to RTS 1 that will enable accurate and simplified market volume calculations, positioning European markets as transparent, efficient, and attractive to global capital. 
We have consistently advocated for comprehensive post-trade transparency through standardised trade flags that define regulatory reportable trading events. These flags, when based on clear and transparent definitions by regulations and when published through the Market Model Typology (MMT) standard, provide the foundation for accurate market sizing. Achieving this objective relies on regulatory support from National Competent Authorities, ESMA, and the European Commission. 

GAPS IN THE CURRENT FRAMEWORK 
1. INCOMPLETE REGULATORY COVERAGE 
While numerous trade flag values have been introduced through updates to RTS 1, significant gaps remain with regards to the coverage of all reportable scenarios. These gaps create unnecessary complexity, allow for divergences in interpretation and implementation and lead to systematic miscalculations of the size of European equity markets. The post trade transparency regime also falls short of identifying how (e.g. automated or manual) and when (e.g. at the open, at the close or out of hours) transactions are executed for trades executed outside of trading venues.
2. VOLUNTARY COMPLIANCE LIMITATIONS 
Despite our continuous efforts to promote industry-led trade flags and foster member engagement on reporting practices, full, complete and consistent reporting has not yet been achieved to a sufficient standard. This is partly due to the absence of sufficiently clear, harmonised pan-European rules, which leaves room for inconsistent interpretation and leads to data quality issues. Uniform implementation on a pan-European level will be better achievable through regulatory mandate, including on correct flagging, rather than voluntary guidance.
3. POST-BREXIT REPORTING DUPLICATION 
The interconnected nature of EU and UK trading volumes has created duplicative reporting that artificially inflates off-venue (i.e. SI and OTC) volume calculations and contributes to lower overall data quality. 

RECOMMENDED REGULATORY AMENDMENTS 
I. SUPPRESSION OF NON-INFORMATIONAL, TECHNICAL OR DUPLICATIVE REPORTING EVENTS 
A. Non-Price Forming Transactions (Regulatory flag = “NPFT”) 
These transactions, representing 18% of average daily reported volume, are negotiated off-book on-venue and published through Table 4’s NPFT flag. NPFT is the flag required for transactions falling under RTS 22 article 2(5) and as such are not considered as transactions for the purpose of transaction reporting. While the NPFT flag is not consistently used, we recommend clearer definitions to ensure a more standardised application of which transactions to flag as NPFT. Analysis of APA data indicates that, where correctly flagged, the majority consists of clearing activity for off-venue executions already published at execution time. 
RECOMMENDATION: Extend the post-trade transparency exemption for certain types of transactions executed outside a trading venue under Article 13 of RTS 1. The current exemption includes transactions listed under Article 2(5) of Commission Delegated Regulation (EU) 2017/590 (flagged as NPFT).  We recommend adding a new exemption for transactions that are reported on a given trading venue as off-book on-exchange for settlement purposes. This would ensure that NPFT transactions related to clearing and settlement activities, such as SFT, collateral, novation and clearing, are removed from the tape, as they do not have any real informational value for trading purposes.
B. Cross-Border Duplicative Trade Flag (FIX flag = “XBDT”) 
From an industry perspective, post-Brexit regulatory divergence has created unnecessary duplication of trade reports for off-venue cross-border transactions. Previously, a single report sufficed; now, firms face dual reporting obligations that create artificial volume inflation. The lack of structured information-sharing mechanisms between the EU and UK has resulted in this unnecessary duplication and complexity in reporting obligations for entities operating across both jurisdictions. Extending the application of ESMA’s existing Opinion[footnoteRef:2] and list of venues deemed PTT[footnoteRef:3] equivalent for on-venue trades to off-venue transactions, which may be reported through an APA, would ensure alignment of reporting rules within a consistent regulatory framework.  [2:  ESMA Opinion – Determining third-country trading venues for the purpose of transparency under MiFID II/MiFIR: https://www.esma.europa.eu/sites/default/files/library/esma70-154-165_smsc_opinion_transparency_third_countries.pdf]  [3:  ESMA’s List of 3rd country venues deemed equivalent for the purpose of transparency under MiFIR: https://www.esma.europa.eu/sites/default/files/library/esma70-155-10816_annex_to_transparency_opinion_csv.csv] 

RECOMMENDATION: Reintroducing information-sharing frameworks or recognising the UK RTS 1 PTT as equivalent, like pre-Brexit arrangements, would mitigate the reporting burden and ensure consistency and completeness of transaction data. Second best, mandate the XBDT flag for trades reported across both jurisdictions to allow for filtering to eliminate double counting. For example, when a client order received in the EU is routed to a UK Systematic Internaliser, triggering both UK SINT and EU XOFF reports, the XBDT flag would apply to the second report, XOFF, to mark such trades as cross-border duplicative. The XBDT flag should also be mandated for reported trades when they have been executed on non-PPT-equivalent trading venues.
C. Intra-Group Transactions (FIX flag = “IGRP”)
Inter-affiliate transactions within the same group for intra-group risk management purposes provide no price formation value yet inflate volume calculations. 
RECOMMENDATION: Align with FCA practices and exempt intra-group risk management transactions from PTT requirements. Second best, mandate IGRP as a trade flag within Table 4 for identification purposes. 
D. ETF NAV Trade Deferrals (Regulatory flag = “PNDG”)
Current ETF NAV reporting requires three separate reports (pending, cancellation, amendment) for a single transaction, creating unnecessary operational costs and data complexity. 
RECOMMENDATION: Introduce deferral mechanism for ETF NAV trades, aligning with FCA practices to reduce reporting burden and improve data clarity.

II. REGULATORY ADOPTION OF FIX TRADE FLAGS 
We strongly recommend the incorporation of FIX Trading Community industry-led trade flags into regulation to ensure standardised methodology for trade report publication. 
A. Market Closing Price Flag (FIX flag = ”CLSE”)
Current benchmark trade definitions inadequately capture market closing price utilisation, estimated at approximately 20% of market activity. 
RECOMMENDATION: Align with FCA practices and expand benchmark trade definitions to include market closing prices, introducing the CLSE flag. This requires corresponding updates to RTS 22.
If the PTT flags listed in section I cannot be supressed, we would like to recommend adoption of the respective suggested flags in line with the above. 

III. EXECUTION METHOD TRANSPARENCY 
A. Execution Method (FIX flag = “ExecMethod”)
A recent topic of discussion among our members, which has not yet been presented to regulators, is the importance of understanding execution mechanics when evaluating off-venue trade accessibility. For example, manual benchmark trades have different accessibility profiles compared to systematically traded automated services. Our members would welcome a method for distinguishing between these trade types to support more accurate categorisation of accessibility, similar to the “ALGO” flag mandated for on venue activity.
RECOMMENDATION: To enable proper assessment of trade accessibility, we recommend adding disclosure of trade execution methodology (manual versus automated) through the FIX ExecMethod flag 2405 for all off-venue trade reports. 

IV. CLARIFICATION OF REPORTING OBLIGATIONS
A. Chains of counterparties
Regulation under the Designated Publishing Entity (DPE) regime states that when an off-venue trade is executed between two DPEs, the seller reports. This is clear when two such entities are the only counterparties to a trade, but becomes less clear when there is a chain of counterparties, for example if a DPE (firm A) is selling to another DPE (firm B), who sells to another non-DPE Systematic Internaliser (firm C). FIX Trading Community guidance states that the report should be performed by either the executing firm or its counterparty, so in this case firm B should report. However, we believe that not all counterparties are following this logic.
RECOMMENDATION: Clarify via regulatory guidelines that when chains of counterparties are involved in a trade, the trade report should be performed by either the executing counterparty or its direct counterparty.
B. Cross-border scenarios
As mentioned above, due to the lack of recognition of the UK RTS 1 PTT as equivalent, off-book cross-border transactions need to be dual reported. However, there is a lack of clarity around which counterparty within EU should report such a trade, for example is a DPE (firm A) is selling to a non-DPE (firm B), who sells to a Systematic Internaliser based in UK (firm C). FIX Trading Community guidance states that the first investment firm to receive the trade within the EU should always report, so in this case firm B should report, irrespective of whether it is a DPE or not. Again, we believe that not all counterparties are following this logic.
RECOMMENDATION: Clarify via regulatory guidelines that when reporting an off-book cross-border transaction, the trade report should be performed by the first investment firm to receive the trade within EU. Note that this would not be necessary if recommendation 1B above (to recognise the UK RTS 1 PTT as equivalent) was followed.

CONSEQUENCES OF EXISTING GAPS 
We believe that the current gaps in the PTT framework, if not addressed, will result in: 
· Continued undervaluation of European equity markets due to inflated perceived activity of certain OTC categories, which leads to some investors disregarding all off-book liquidity as inaccessible or non-addressable due to a lack of transparency and understanding,
· Persistent data quality degradation affecting market confidence,
· Inconsistent reporting standards undermining regulatory objectives, 
· Reduced effectiveness of the upcoming consolidated tape initiative, and
· Diminished international competitiveness of European markets.


IMPLEMENTATION PATHWAY 
We recommend European regulators to consider these proposals due to the reasons outlined above and, if deemed appropriate, to issue updated PTT implementation guidance as a fast-track step while progressing formal RTS changes through the standard legislative process. The implementation of such updated guidance can be achieved through amendments to existing post-trade manuals and handbooks, followed by refits to the RTSs. This approach will encourage rapid industry implementation, therefore enhancing PTT, while formal regulatory amendments to the legal RTSs proceed through standard channels. 
We believe the changes we are recommending can be implemented without significant difficulty by most industry participants, though the ease of implementation will depend on each firm’s specific circumstances. For example:
The “CLSE” flag is already a requirement in the UK, and hence already adopted by many international market participants, 
FIX tag 2405 follows the same functional principles as for on-venue execution. 
Trading venues accepting off-book on-exchange trade reports were not required to publish NPFT-type transactions prior to MiFID II and could in theory reactivate such suppression. 
The equivalence of reporting regimes would only require the suppression of the second (duplicative) trade report.

CONCLUSION 
These recommendations represent essential post trade transparency improvements that will position European markets for sustained growth and international competitiveness. The proposed amendments align with established international best practices, demonstrating regulatory precedent and feasibility. 
We respectfully submit that these modifications are not merely beneficial but essential for European market development. The current framework's deficiencies actively undermine regulatory objectives and market efficiency. Swift implementation of these recommendations will demonstrate European leadership in financial market innovation and transparency. 
We stand ready to provide additional technical detail and support implementation efforts. We respectfully request your urgent consideration of these important recommendations.
<ESMA_QUESTION_MSEM_45>
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