



[image: Logo

Description automatically generated]












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
	Cboe Europe
	Activity
	Trading Venues
	Are you representing an association?
	☐
	Country / Region
	Netherlands


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>
Yes, with one exception: the LIS (Large in Scale) waiver is also used for some off-book on-exchange activity. The LIS waiver permits pre-trade transparency obligations to be waived for orders that are large in scale compared to normal market size, and in practice a portion of this activity occurs on-exchange in off-book form. Figure 1's categorisation should be adjusted to reflect this nuance in order to avoid mischaracterising that segment of the market structure.
<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>
As a trading venue operator, Cboe does not itself operate as an SI and does not have direct visibility into XOFF transactions reported by investment firms acting in an SI capacity. We note, however, that the volume of SI-OTC transactions flagged under XOFF has grown materially since MiFID II implementation. We would encourage ESMA to examine whether the XOFF flag is being applied consistently and whether current trade reporting guidance provides sufficient clarity to ensure comparability across firms. In particular, we understand that some firms report intragroup transactions under XOFF, which may distort the apparent scale of genuine SI-OTC activity. Improved guidance on the correct use of this flag would meaningfully enhance data quality and analytical reliability. Furthermore, we would note that there appears to be a large amount of duplicate reporting activity between the UK and EU, with trades that are reported as SINT in the UK also being reported as XOFF in the EU, and vice versa.
<ESMA_QUESTION_MSEM_2>



1. Do you agree with the general trends identified regarding on-book vs. off-book trading, and addressable vs. non-addressable liquidity? What other trends do you consider relevant, also in terms of competitive pressures? 
<ESMA_QUESTION_MSEM_3>
 We broadly agree with the identified trends, with one important caveat: the baseline period matters significantly. Q1 2022 was an outlier driven by heightened volatility following Russia's invasion of Ukraine, and trends measured from this point may overstate or understate structural shifts.
The broader picture is one of gradual, organic evolution away from primary exchange CLOBs toward alternative, multilateral lit venues – including FBAs and closing auctions – and SIs. This is not an alarming development but rather the natural consequence of the competitive market structure introduced by MiFID I in 2007. Primary exchanges entered that era with close to 100% market share; even today their share remains higher than might be expected under conditions of uninhibited competition, which reflects residual incumbency advantages rather than superior service provision.
On the whole — with some notable exceptions — primary exchanges have been slower to innovate to meet investors' evolving execution needs, while alternative providers have been more responsive. Any transfer of volume from primaries to alternatives will therefore also reflect a move toward a more optimal mix of trading mechanisms, not simply a loss of business that should be attributed to regulatory failure.
<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>
We do not share concerns about the implications of declining CLOB market share for price formation. Price formation is the aggregation of all market events — orders, trades and auctions — viewed in real time, and has never been driven solely by the subset of orders that participants choose to display on a CLOB. When investors are efficiently finding counterparties and receiving prices they are satisfied with, effective price formation is occurring regardless of the mechanism used.
Importantly, many of the mechanisms gaining market share — including FBAs and closing auctions — display indicative prices and volumes in real time and therefore contribute actively to price discovery. Using a CLOB when doing so generates excessive market impact or information leakage does not enhance price formation; rather it produces short-term price swings that reflect intermediation profits rather than fundamental value.
Regulatory concern should focus on ensuring access to consolidated price information and maintaining pre-trade transparency standards — not on artificially defending CLOB market share as an end in itself.
<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 principal drivers are explicit and implicit costs. Explicit costs include exchange fees, clearing and settlement costs and market data charges. Implicit costs — often the more significant factor for institutional investors — include market impact, information leakage risk and the probability of adverse price movement during execution.
Investors and their brokers rationally select the mechanism — whether CLOB, FBA, closing auction, dark pool or SI — that minimises total execution cost for the size, urgency and nature of the order in question. Best execution obligations require this analysis. The growing sophistication of execution algorithms means that venue selection is increasingly data-driven and dynamic, with order routing responding in real time to prevailing liquidity conditions across all available mechanisms.
<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>
As a venue operator, Cboe does not access liquidity on behalf of end-clients. However, our customers and prospective customers consistently identify two key structural barriers. The first is post-trade infrastructure: fragmented clearing and settlement arrangements and high cross-border settlement costs create material friction for participants seeking to access liquidity across multiple EEA venues. The second is market data costs, which remain disproportionately high across the European ecosystem, preventing many participants from obtaining a complete and timely picture of available liquidity. The implementation of a robust, affordable consolidated tape would directly address the latter barrier and would be strongly welcomed.
<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>
Cboe is a trading venue operator and not an issuer, so we do not respond to this question from the perspective of an issuer. In general terms, the attractiveness of European equity markets for listings depends heavily on the depth, resilience and accessibility of secondary market liquidity — all of which are directly influenced by the quality of market structure regulation. A regulatory environment that supports competition, innovation and a diversity of trading mechanisms is more likely to be conducive to a vibrant primary market than one that seeks to concentrate liquidity artificially within a single mechanism.
<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 reflects significant structural heterogeneity. The most striking outlier is Poland, whose market remains small relative to the size of its economy and whose trading composition differs substantially from that of other medium and large European markets. Poland's market structure strongly suggests that the competitive market model envisioned by the co legislators of the various iterations of MiFID has not been effectively transposed or enforced in practice. This points to a need for greater supervisory convergence across EEA jurisdictions, particularly in the consistent application of the transparency and competition-enabling provisions of MiFID and MiFIR.
The high share of OTC trading in some jurisdictions is likely a function of fragmented post-trade infrastructure, limited local access to multilateral venues and, in some cases, inadequate enforcement of pre-trade transparency requirements. The most effective policy response would be to address these root causes — improving cross-border settlement access, reducing market data costs, and ensuring consistent supervisory enforcement — rather than imposing further restrictions on market participants.
<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>
The overall level of dark trading on EU trading venues has remained broadly stable following the introduction of the Double Volume Cap and subsequently the Single Volume Cap under MiFIR. We have not observed material structural shifts in the composition of dark trading that would warrant specific additional monitoring at this stage, beyond ongoing oversight of reference price waiver usage and SVC threshold calibration.
We would, however, draw ESMA's attention to the risk of misclassification. Mechanisms that are genuinely transparent — including FBAs, which display indicative uncrossing prices and volumes in real time throughout the call period — have at times been characterised as dark or quasi-dark. Accurate classification is essential to meaningful monitoring, and ESMA should ensure that its analytical framework correctly distinguishes between genuinely opaque execution and lit mechanisms that operate on a periodic rather than continuous basis.
<ESMA_QUESTION_MSEM_9>

1. What concerns/issues do you highlight at this stage? Do you see a need for specific regulatory interventions also in consideration of evidence available regarding practices related to dark trading functionalities (please provide details)?
<ESMA_QUESTION_MSEM_10>
Our primary concern is the requirement that reference price waiver venues must execute at a single price — the midpoint. This restriction is disproportionate and distorting: it restricts competition in both trading and market data, narrows the range of available execution strategies and weakens the resilience of European markets by reducing the diversity of functioning mechanisms.
The United Kingdom removed this restriction following its departure from the EU framework and has not witnessed the exponential growth in dark trading that critics predicted. The empirical evidence from the UK strongly supports removing the single-price constraint for reference price venues in the EU.
More broadly, the volume cap framework should be reassessed. Evidence consistently shows that it has not achieved its intended objective of redirecting flow into CLOBs; instead it has displaced activity into closing auctions, SIs and OTC channels — outcomes that are arguably less transparent than the reference price mechanisms the caps were designed to constrain.
<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>
ESMA’s data shows that closing auction volumes in Europe have continued to grow – and this is a self-reinforcing trend. Unlike FBAs, which run alongside continuous trading and complement intraday price formation, closing auctions concentrate liquidity at a single point in time and bleed activity away from continuous trading during the session. While closing auctions serve an important reference pricing function, their growth should not be assumed to be unconditionally beneficial: concentration of execution at a single daily event increases systemic fragility and reduces the richness of intraday price formation. Best execution considerations also apply — the closing price is not always the optimal execution price for a given order and size.
On this last point, Cboe has been made aware that recent changes to the PRIIPS Regulation, particularly rules around price slippage, are compounding the issue and incentivising firms to move trading from continuous mechanisms such as CLOBs to closing auctions and SIs, where a single price can be achieved, avoiding price slippage during the execution of the order but achieving a potentially overall worse outcome e.g. by waiting to end of the day when the price has already moved adversely for the investor. 
<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 are not competing with primary closing auctions. They serve a different and complementary function: enabling participants to execute at the closing price, which is a common requirement for index-tracking and passive investment strategies. These mechanisms compete primarily with bilateral OTC execution that would otherwise occur away from regulated venues. To the extent they bring activity into regulated or reporting frameworks, they should be viewed positively from a transparency and systemic oversight perspective. 
<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>
It is not yet clear that 24-hour trading will develop to a significant degree in European equity markets. To the extent that extended hours trading does emerge, we would not expect it to materially undermine the role of the primary closing auction as the key daily reference pricing event. The closing auction's function as the benchmark for index replication, fund valuation and derivatives settlement gives it a structural importance that is unlikely to be displaced by the mere availability of extended hours trading. However, ESMA should monitor whether extended hours liquidity fragmentation affects the representativeness of closing auction prices, particularly for less liquid instruments where the closing auction already draws on a relatively thin order pool.
<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 structural shift most deserving of closer monitoring is the continued growth of bilateral OTC execution – and in particular the migration of volume to execution venues and counterparties outside the EU. Where activity moves offshore, it falls outside the reach of European transparency requirements entirely, representing a materially worse outcome than any form of on-venue or SI execution within the EU framework. Competent authorities should monitor cross-border flow patterns closely and assess whether the current regulatory framework is inadvertently incentivising participants to seek execution outside the EU. The appropriate regulatory response to these trends is not to restrict the mechanisms available to market participants within the EU, but to ensure that multilateral venues are able to compete effectively for flow that might otherwise migrate to bilateral or offshore channels. This means addressing the structural asymmetries – in transparency obligations, operational requirements and midpoint execution permissions – that currently disadvantage multilateral venues relative to SIs, as set out in our responses to Q19 and Q25. On a more positive note, we believe the implementation of the EU equity consolidated tape represents a meaningful opportunity to improve the quality and accessibility of market data across the European ecosystem. A well-designed consolidated tape should enhance price transparency, reduce barriers to accessing liquidity across venues, and provide regulators with a more complete and reliable picture of overall market activity. We would encourage ESMA to assess carefully what data is necessary to ensure the tape delivers its full potential, and to consider whether the current scope of reporting obligations is sufficient to support a genuinely representative consolidated view of European equity markets.
<ESMA_QUESTION_MSEM_14>



1. What is your view on the evolution of trading in FBAs on EU markets? Why are those mechanisms gaining traction in your view? Which are the benefits and shortcomings they offer? (please elaborate)
<ESMA_QUESTION_MSEM_15>
Frequent Batch Auctions (FBAs) have grown organically to represent a healthy share of European lit equities trading and operate across regulated venues including Cboe Europe, Turquoise, Aquis, Nasdaq Nordic, Sigma X and Posit. This growth reflects genuine investor demand, not regulatory arbitrage.
The principal benefits FBAs offer are: (i) protection from latency arbitrage for institutional investors such as asset managers and pension funds; (ii) improved execution quality through reduced market impact and tighter effective spreads; (iii) full pre-trade transparency via a displayed indicative price and volume — identical to the closing auction model; and (iv) genuine multilateral price competition. These are characteristics that directly serve the objectives of market structure regulation. No material shortcomings have been identified from the available market quality data, including effective spread and multilateral participation analysis.
<ESMA_QUESTION_MSEM_15>

1. Do you have any particular observations as regards the impact of SVC on FBAs?
<ESMA_QUESTION_MSEM_16>
All alternatives to reference price waiver books observed an increase in volumes following the initial implementation of the SVC — including closing auctions, FBAs and SIs. As with previous volume cap interventions, this demonstrates that restrictions on one mechanism do not trigger a transfer of activity into CLOBs. Flow migrates instead to the next-best alternative that meets the same underlying investor need — in this case, mid-point execution.
Furthermore, once participants are directed toward FBAs, many come to appreciate their positive qualities and recalibrate their algorithms to use them more effectively. It is also worth noting that FBAs have performed as well or better in the UK (during May 2026 FBAs represented c. 5% of on-venue volume in both the UK and EU), where there are no caps on reference price waiver trading, which further demonstrates that caps are not necessary to maintain the viability of lit continuous markets.
The SVC regime was designed to constrain genuinely dark, off-venue trading. Its application to FBAs would be a significant policy error. FBAs are fully lit, on-venue mechanisms operating under MiFIR pre-trade transparency requirements — they display an indicative uncrossing price and volume throughout the call period, in exactly the same manner as closing auctions. They are not dark pools and should not be treated as such under any volume cap framework. Where SVC-type restrictions have been applied, the empirical evidence is unambiguous: flow does not migrate into CLOBs. Adopting SVC-type restrictions for FBAs would therefore achieve no regulatory objective while imposing material costs on investors.
<ESMA_QUESTION_MSEM_16>

1. Are there any emerging structural shifts which you believe would warrant closer monitoring? (please elaborate)
<ESMA_QUESTION_MSEM_17>
The most significant emerging structural shift warranting closer monitoring is the continued migration of institutional flow from continuous multilateral trading toward periodic mechanisms — in particular closing auctions — and bilateral SI/OTC execution. While some of this reflects genuine investor preferences and legitimate execution optimisation, it raises questions about the long-term resilience and informativeness of intraday price formation.
In addition, the growth of algorithmic and systematic strategies specifically designed to interact with closing auctions or SIs rather than contributing to continuous price discovery deserves ongoing attention. Regulators should also monitor the development of extended hours trading and any associated fragmentation of the reference pricing process. Finally, the increasing concentration of closing auction volumes on primary exchange mechanisms warrants scrutiny from a systemic resilience perspective, given the operational risk implications of any disruption to a single dominant pricing event.
<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>
ESMA should not adopt a blanket classification of all FBAs as price-forming or non-price-forming. Assessment should be conducted on a case-by-case basis, based on the specific mechanics of the FBA in question and with reference to measurable indicators including multilateral participation rates, broker preferencing levels, off-midpoint order incidence and price distribution relative to prevailing spreads.
Cboe's data demonstrates that, assessed against these criteria, its FBA is unambiguously price-forming. 
	Indicator
	Data Point
	Significance

	Multilateral participation
	>37% of auctions (by value) involved 3+ independent orders
	Genuine competition on price, not bilateral matching

	Broker preferencing
	5.4% (record low, down from 22.1% in Q3 2021)
	Increasing arms-length price competition over time

	Off-midpoint orders
	38% of orders (up from 16% in Q1 2021)
	Orders priced away from mid reflect genuine price formation

	Price distribution
	72% at mid, 20% inside spread, 8% at BBO
	Significant share of executions improve on best prevailing price

	Half-tick balance
	~50/50 split between half-tick and full-tick outcomes
	No systematic exploitation; contrasts sharply with SI data



The academic basis is also strong. The AMF AHEAD paper (Derchu et al., 2020) modelled a FBA-style mechanism and found that rational participants have an incentive to submit orders close to their true valuations — the definition of genuine price formation. The contrast with SI activity is instructive: SI off-tick midpoint trades rose from approximately 10% to ~60–65% of all SI midpoint trades in French and Dutch equities following the March 2024 reform — a systematic preference not observed in FBAs.

The same transparency model — displayed indicative price and volume updated in real time — governs closing auctions, which are universally accepted as price-forming. There is no principled basis for treating FBAs differently from closing auctions in this regard.
<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>
Our primary concern is that any regulatory restriction on FBAs would be disproportionate, not evidence-based and contrary to Better Regulation principles. The burden of proof must lie with those proposing restrictions: existing data does not support the proposition that FBAs harm market quality. Any measure affecting FBAs should be subject to a full, published impact assessment before adoption.
On tick size, we urge ESMA to ensure consistency of treatment. FBAs are on-venue, multilateral mechanisms that produce a single clearing price following a competitive call period — they should not be subject to more stringent tick size requirements than closing auctions, which operate on an identical transparency and matching model. Applying a stricter tick size regime to FBA executions than to closing auction or SI executions would be arbitrary and would disadvantage the most transparent category of midpoint trading.
More broadly, we must ensure a level playing field between multilateral venues and SIs. Recent MiFIR reforms explicitly permitted SIs to execute orders at the midpoint, including where the midpoint falls off-tick. To maintain genuine parity, it is essential that midpoint and half-tick executions are more clearly codified and permitted for MTFs and RMs as well. Any intervention that sought to re-impose restrictions on midpoint executions for SIs would risk merely driving activity to non-EU SIs, undermining both regulatory objectives and market competitiveness. 
<ESMA_QUESTION_MSEM_19>

1. What is your view on the evolution of trading of SIs on the EEA markets? What are the main drivers of their growth?
<ESMA_QUESTION_MSEM_20>
SI trading on EEA markets has grown substantially since MiFID II came into force, driven by several structural factors. First, the removal of the broker-crossing network model forced internalised flow into the SI framework, significantly expanding the registered SI population. Second, the midpoint execution permissions available to SIs — particularly following recent MiFIR reforms — have made the SI model attractive for executing institutional orders that would previously have been matched in multilateral venues.
The net effect has been a substantial and growing volume of trading activity subject to different transparency and operational requirements than equivalent multilateral venue activity, which raises important questions about the long-term proportionality of the current framework. To be clear, in Cboe’s view, regulatory focus should be on ensuring that multilateral venues are able to compete effectively, rather than artificially restricting choice.
<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>
From our perspective as a venue operator observing the overall market structure, SI trading spans a wide range of trade sizes. At smaller sizes, SI activity often represents retail or algorithmic flow being internalised by bank SIs. At larger sizes, SI trading frequently serves institutional clients seeking to execute block orders with reduced market impact and information leakage. These different size profiles reflect fundamentally different business models operating under the same SI label — from bank internalisation engines to agency-style block crossing services.
This heterogeneity makes it difficult to assess SI activity in aggregate and strongly supports the case for more granular reporting requirements that allow regulators and market participants to distinguish between different categories of SI business. A one-size-fits-all regulatory treatment of SIs risks being either too restrictive for legitimate block execution or too permissive for high-frequency retail internalisation.
<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>
As a trading venue operator, Cboe does not execute trades on behalf of clients in an SI capacity and therefore does not have direct experience of applying the RPRI flag. We would note, however, that from a market structure perspective, the consistent and accurate application of the RPRI flag is important for the reliability of any analysis of SI price improvement. We support ESMA reviewing the definition and application criteria for this flag as part of any broader review of SI reporting quality.
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
We support the suggestions made in the response to this call for evidence by FIX Protocol Limited. In particular, we support the recommendation to mandate disclosure of execution methodology via FIX Tag 2405, as set out in detail in our response to Q45.
<ESMA_QUESTION_MSEM_23>

1. What is your view on the evolution of SI trading on the EU markets? Are there any structural shifts that you noticed, or envisage, which you believe should be further monitored?
<ESMA_QUESTION_MSEM_24>
SI volumes are undoubtedly growing. We would note that retail internalisation has not yet developed to the same extent as it has in the US, with most retail activity taking place on multilateral venues. We would encourage regulatory and supervisory efforts to preserve this.
<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 principal concern is the competitive asymmetry between SIs and multilateral trading venues. SIs benefit from the ability to execute at the midpoint — including off-tick — while being subject to lighter pre-trade transparency and operational obligations than regulated venues and MTFs. This creates a structural incentive to route flow through the SI channel even where multilateral execution could produce equivalent or better outcomes for end-investors.
We would support a targeted review of trading venue obligations relative to those applied to SIs, recognising the very different business models, to ensure genuine parity of regulatory treatment between SIs and multilateral venues for equivalent categories of trading activity. 
<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>
Yes, as a venue operator Cboe has observed an increase in the use of benchmark trades — particularly VWAP and closing price benchmarks — on our platforms. The key drivers are: (i) the growth of passive and index-tracking investment strategies that require execution at or near benchmark prices; (ii) increased use of algorithmic execution strategies calibrated to participate in benchmark-linked executions; and (iii) the regulatory certainty offered by benchmark trades in demonstrating best execution compliance, since execution at a recognised benchmark price provides a clear and auditable reference point.
On SI, the growth of benchmark trading appears to reflect the attractiveness of guaranteed execution at a reference price without the market impact risk associated with on-venue participation, particularly for larger institutional orders.

<ESMA_QUESTION_MSEM_26>

1. Should the use of transactions from multiple trading venues be allowed when calculating the benchmark?
<ESMA_QUESTION_MSEM_27>
Yes, absolutely. Restricting benchmark calculations to transactions from a single venue would be arbitrary and would systematically disadvantage participants whose activity is spread across multiple venues, while also reducing the statistical robustness of benchmark calculations for less liquid instruments where any single venue may have insufficient transaction volume.
The use of transactions from all relevant trading venues — consistent with the consolidated tape vision underpinning MiFIR — would produce more representative and robust benchmark prices. This is particularly important for instruments where no single venue dominates activity, and where a single-venue benchmark could be materially unrepresentative of the true market price.
<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>
As a trading venue operator, Cboe does not have direct visibility into the number of transactions used by individual firms when calculating benchmark prices for their SI trades. We would recommend that ESMA obtain this data directly from SI operators and executing brokers as part of any targeted data collection exercise.
In general terms, we would expect the number of transactions used to vary significantly by instrument liquidity. For highly liquid large-cap stocks, benchmark calculations may draw on hundreds of transactions across a brief time window. For illiquid instruments, the available transaction population may be very limited — raising serious questions about the statistical reliability of the resulting benchmark price and underlining the importance of clear minimum standards for benchmark construction.
<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>
As a trading venue operator, Cboe does not operate as an SI and therefore does not have direct data on the use of Article 15(3) of MiFIR, which permits SIs to adjust their quotes for large orders upon client request. The prevalence of this provision is difficult to assess from public data given current reporting standards, which do not require its use to be specifically flagged.
We would support a targeted data request to SI operators to understand the frequency and scale of Article 15(3) usage, as this has significant implications for the effective pre-trade transparency of SI quotes and the meaningfulness of SI quoting obligations more generally. Without such data, it is not possible to assess whether Article 15(3) is being used as intended or whether it is being exploited to circumvent quoting obligations in ways that disadvantage other market participants.
<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>
Yes. However, we believe that any guidance should allow the VWAP duration period to be determined by the venue based on liquidity metrics, but set a floor for the minimum duration. 

For example, in the most liquid securities in each blue-chip index we believe there are sufficient contributing trades to allow for the VWAP cycle to be three minutes, with a minimum of two contributing trades. Using the same time period Cboe looked at the number of contributing trades during each minute of the trading day and compared them to the VWAP-X executions on Cboe UK. We found that for those executions over 99.97% of the VWAP-X trades would have still executed due to the liquidity of the underlying markets.

For less liquid securities the venue would then apply a longer time period, e.g. five minutes. We believe this would allow for a venue model that is more representative of the wider market activity and how brokers execute client VWAP orders today.

<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>
Not in our experience. Member preferencing can be useful in encouraging business that would otherwise be internalised onto multilateral markets, and can play a legitimate role in seeding new platforms — a positive outcome for market structure. Furthermore, in our experience as a venue operator, overall levels of preferencing subsequently decline as platforms mature and liquidity becomes self-sustaining, suggesting it is a transitional tool rather than a permanent distortion. We are not aware of evidence demonstrating that member preferencing, as currently practiced on multilateral venues, generates systematically unfair outcomes for end-investors.
<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>
In our experience as a venue operator, we have not observed systematic evidence of member preferencing extending to violations of price priority principles. The concern around preferencing is primarily one of time priority, rather than price priority, which in our view remains robustly enforced through matching engine design and venue rule books.
<ESMA_QUESTION_MSEM_32>

1. Should member preferencing be (a) prohibited, (b) should there be rules restricting the practice, or (c) should nothing be done? If you suggest there should be rules (b), which rules would you suggest? Please explain.
<ESMA_QUESTION_MSEM_33>
We do not support outright prohibition (option a). Prohibition would risk deterring investment in new platforms and reducing the incentive for firms to bring internalised flow onto multilateral venues — outcomes directly contrary to the objectives of market structure regulation.
We support option (b): targeted rules ensuring that member preferencing operates transparently and does not override price priority. Specifically, we would suggest: (i) mandatory public disclosure of all preferencing arrangements in venue rule books; (ii) prohibition of arrangements that explicitly override price priority; and (iii) periodic review by competent authorities of the impact of preferencing on overall execution quality outcomes for participants not party to preferencing arrangements. This approach preserves the legitimate uses of preferencing while addressing the most significant competitive fairness concerns.
<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>
Prohibiting member preferencing would likely reduce the incentive for firms to bring internalised flow onto multilateral venues. In the absence of preferencing, firms that currently route flow to venues where their own orders receive priority treatment would instead seek to internalise that flow bilaterally — a clearly inferior outcome from a market structure perspective. The net effect would likely be a reduction in on-venue volume, reduced multilateral competition for execution and worse average outcomes for end-investors who depend on the price formation generated by competitive multilateral markets.
We would encourage ESMA to solicit data from venues that have operated both with and without preferencing arrangements in order to quantify this effect before proceeding with any prohibition. The burden of proof should lie with those proposing restrictions, and the evidence base should be established before regulatory action is taken.
<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>
Yes. Single market maker exchange models — where a designated market maker has an exclusive or quasi-exclusive role in providing liquidity for a given instrument — are a significant and underappreciated concern. In these structures, there is no competition for the execution of incoming orders: investors are effectively required to transact against a single counterparty at that counterparty's quoted price, without the benefit of the competitive price improvement that would arise from a genuinely multilateral order book. This model is most prevalent in markets for smaller and mid-cap stocks, where the economics of market making are less attractive and some exchanges have evolved toward exclusive designated market maker frameworks. The result is materially worse execution prices for investors compared to what would be achievable under genuine multilateral competition.
<ESMA_QUESTION_MSEM_35>

1. Do you agree with the above three approaches?
<ESMA_QUESTION_MSEM_36>
We support the FIX Protocol Limited response (which Cboe contributed to) on this matter and believe ESMA's proposed concept of addressability would be better served by separating it into two distinct concepts: price formation and accessibility. This approach provides a clearer and more analytically rigorous framework, particularly for 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 transactions should be considered technical in nature — they do not meet this definition and should therefore 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) should continue to be classified as price-forming and remain within the scope of post-trade transparency.
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: (i) the nature of the transaction (e.g. benchmark, at-the-close, portfolio, contingent); (ii) the level of automation involved (FIX Tag 2405); and (iii) the timing of execution (open, intraday, close, or out-of-hours).
Transactions flagged as Benchmark, Portfolio, Contingent, and At The Close (if such a flag is introduced) remain price-forming, but their accessibility may be lower than that of standard market transactions. Distinguishing between price formation and accessibility allows these transactions to remain visible for transparency purposes while giving investors 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, and consistent with the framework set out there, we agree that trades marked as NPFT are non-addressable and non-price-forming. Such trades do not represent real economic interest — they are technical in nature, consisting predominantly of clearing and settlement activity for off-venue executions already published at execution time.
Accordingly, we strongly recommend that NPFT transactions be exempt from post-trade transparency requirements and removed from the consolidated tape. Specifically, we recommend extending the PTT exemption under Article 13 of RTS 1 to include transactions reported on a 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 carry no real informational value for trading purposes.
We would also emphasise that this classification must apply consistently across all lit on-venue mechanisms operating with full pre-trade transparency, including FBAs and closing auctions, which operate on functionally identical transparency standards.
<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, as they represent post-trade administrative transfers rather than genuine market-facing executions.
However, we disagree with ESMA's classification of BENC, PORT and CONT trades as non-addressable. We believe all three should be considered addressable and price-forming.
On addressability: each of these flags represents a trade with real economic interest — it is not a technical trade. The fact that the price is determined by reference to a benchmark, a portfolio or a contingent event does not remove the trade's economic substance or its accessibility to market participants who have chosen to transact on those terms.
On price formation: price formation does not occur solely through the setting of the EBBO. Every trade executed under these flags — regardless of execution mechanism — validates that the price at which it is executed is an acceptable market price. For example, a trade executed at a 5-minute VWAP using the BENC waiver is price-forming because it confirms that VWAP price as a valid and accepted level. To exclude such trades from the price-forming category would be to mischaracterise their informational contribution to the market.
<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>
Consistent with our answer to Q38, we believe that all benchmark trades have real economic interest and are therefore addressable and price-forming. We do not consider that any benchmark transaction should be classified as non-addressable or non-price-forming on the basis of its pricing mechanism alone.
However, we recognise that benchmark trades vary significantly in their degree of accessibility. For example, a guaranteed VWAP trade executed manually with an SI's programme trading desk may be materially less accessible than a trade executed on a trajectory cross facility operated systematically by an exchange or SI. The appropriate distinction to draw is therefore not between price-forming and non-price-forming, but between transactions of different accessibility profiles.
Consistent with our responses to Q1, Q23, Q30, Q36 and Q45, we believe that the adoption of a manual/automated execution indicator (FIX Tag 2405) would be the most effective tool for separating these use cases, enabling investors and regulators to assess accessibility without mischaracterising economically substantive transactions as non-price-forming.
<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. Consistent with our answer to Q38, as these trades carry real economic interest, we consider them to be price-forming.
In the case of RFPT, the fact that the trade references another price is not relevant to its price-forming status — the important point is that by executing at that price, the parties are validating it as an acceptable market level, thereby contributing to price formation. The same logic applies to NLIQ and OILQ trades, which represent genuine market-facing transactions in instruments where liquidity is limited but economic interest is real.
Regarding the LRGS flag: we do not believe that the presence of the LRGS flag alone indicates that a trade is either addressable or non-addressable. Trades carrying the LRGS flag should therefore be treated in the same way as trades without any flag — i.e. addressable and price-forming — with classification driven by any other flags present on the trade.
<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. This is consistent with the principle that transactions without a qualifying flag represent standard market-facing activity with real economic interest and no conditions that would limit their accessibility.
We would also note, consistent with our answer to Q36, that our preferred framing is to define the core category of liquidity as trades with real economic interest, with the unflagged category being the clearest instance of that definition. Accessibility qualifiers — where relevant — are best conveyed through the addition of appropriate flags rather than through removal from the price-forming category.
<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 agree. The presence of the SDIV or ALGO flags does not, in itself, indicate that a trade is either addressable or non-addressable. Consistent with our answer to Q41, such trades should be treated in the same way as trades without any flag — i.e. addressable and price-forming — with categorisation driven solely by any other flags present on the trade.
The ALGO flag reflects the mechanism of execution, not the economic character of the trade. Similarly, the SDIV flag identifies a specific corporate event context, not a condition that removes economic substance. Neither flag is therefore an appropriate basis for reclassifying a trade's addressability or price-forming status.
<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 Q36, we would prefer the core definition of liquidity to reference trades with real economic interest, rather than 'addressable liquidity' as framed by ESMA. However, assuming these two concepts are treated as equivalent, we broadly agree with the approach on flag combinations, subject to the following specific exceptions:
1. CONT flag: Consistent with our answer to Q38, we disagree that trades flagged as CONT are not addressable. Contingent trades have real economic interest and should be treated as addressable. We would also note the internal inconsistency in ESMA's proposed table: it is unclear why a combination of CONT and SDIV is classified as addressable if all other combinations of CONT are not. If the CONT flag is the relevant factor, the treatment should be consistent regardless of whether SDIV is also present.
2. NPFT combinations: We do not see why a combination of PORT or CONT with NPFT should not be possible, when the combination of BENC with NPFT is included in the table. We would note, however, that we have not identified any real-world scenarios in which BENC, PORT or CONT would be combined with NPFT. More fundamentally, as stated in our responses to Q37 and Q45, we believe that trades flagged as NPFT should be removed from post-trade transparency entirely, which would resolve this question practically.
LRGS and SDIV flags: Consistent with our answers to Q40 and Q42, we do not believe the presence of either the LRGS or SDIV flag alone indicates that a trade is addressable or non-addressable. Categorisation should be driven solely by the other flags present.
<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 and non-price-forming. Consistent with the approach taken by the FCA, we draw a distinction based on the purpose of the intragroup activity.
Intragroup transactions conducted purely for position and risk management purposes — for example, moving inventory between group entities to facilitate client orders — do not constitute addressable liquidity and should not be classified as price-forming. Such transactions inflate volume calculations and provide no price discovery value. We support either: (i) exempting these transactions from post-trade transparency entirely, aligning with FCA practice; or (ii) mandating an explicit regulatory flag (we suggest IGRP) within RTS 1 Table 4 to allow for their systematic identification and exclusion. We have previously encouraged industry participants to use the IGRP flag on a voluntary basis in the absence of a regulatory mandate.
However, other types of activity may take place between group entities that is economically equivalent to arm's-length activity — for example, where one entity within a group is acting on behalf of an external client and the intragroup leg is simply part of the execution chain. Such transactions carry real economic interest and should continue to be treated as addressable and price-forming. A blanket exclusion of all intragroup activity would therefore risk removing genuinely market-relevant transactions from the transparency framework.

<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>
Yes. We support the the letter submitted by FIX Protocol Limited dated 16 June and believe significant gaps in the current post-trade transparency (PTT) framework result in data quality degradation, duplicative reporting, addressable volume miscalculations and the publication of technical trades with no economic interest. These gaps collectively lead to a misrepresentation of the true size and character of European equity markets. We summarise the points made in that letter below. We believe these recommendations are essential to accurate market assessment and should be implemented through targeted amendments to RTS 1 and updated Level 3 guidance.
1. Suppression of Non-Informational, Technical and Duplicative Transactions
(a) NPFT transactions: NPFT transactions — representing approximately 18% of average daily reported volume — are technical in nature and the majority consist of clearing activity for off-venue executions already published at execution time. We recommend extending the PTT exemption under Article 13 of RTS 1 to include transactions reported on a trading venue as off-book on-exchange for settlement purposes (SFT, collateral, novation and clearing). These carry no real informational value for trading purposes and should be removed from the tape.
(b) Cross-border duplicative transactions (XBDT flag): Post-Brexit regulatory divergence has created unnecessary duplication of trade reports for off-venue cross-border transactions, artificially inflating SI and OTC volume calculations. Our primary recommendation is for ESMA to recognise UK RTS 1 PTT as equivalent, which would remove the need for duplicative reports. As a second-best option, we recommend mandating the XBDT flag for trades reported across both jurisdictions, allowing for systematic filtering and elimination of double counting. For example, where a client order received in the EU is routed to a UK SI — triggering both a UK SINT and an EU XOFF report — the XBDT flag would apply to the second (EU) report to mark it as cross-border duplicative.
(c) Intragroup risk management transactions (IGRP flag): Consistent with our answer to Q44, we recommend that intragroup transactions conducted for position and risk management purposes be exempted from PTT requirements (aligning with FCA practice), or — as a second-best option — mandated to carry the IGRP flag within RTS 1 Table 4 to enable systematic identification and exclusion from addressable liquidity calculations.
(d) ETF NAV trade deferrals (PNDG flag): Current ETF NAV reporting requires three separate reports (pending, cancellation, amendment) for a single transaction, creating unnecessary operational costs and data complexity. We recommend introducing a deferral mechanism for ETF NAV trades, aligning with FCA practice, to reduce reporting burden and improve data clarity.
2. Regulatory Adoption of FIX Trade Flags
(a) Market closing price flag (CLSE): Current benchmark trade definitions inadequately capture market closing price activity, estimated at approximately 20% of market activity. We recommend aligning with FCA practice and expanding benchmark trade definitions to include market closing prices through introduction of the CLSE flag, with corresponding updates to RTS 22. This flag is already mandated in the UK and adopted by many international participants, making implementation straightforward.
(b) Execution method flag (FIX Tag 2405 / ExecMethod): As noted in our responses to Q36 and Q39, understanding whether a trade is executed manually or automatically is critical to assessing its accessibility profile. We recommend mandating disclosure of execution methodology (manual vs. automated) through the FIX ExecMethod flag (Tag 2405) for all off-venue trade reports, consistent with the ALGO flag already mandated for on-venue activity.
3. Clarification of Reporting Obligations
(a) Chains of counterparties: When chains of counterparties are involved in a trade, the applicable reporting logic is not always clear. We recommend that ESMA clarify via regulatory guidelines that the trade report should be performed by either the executing counterparty or its direct counterparty.
(b) Cross-border reporting: For off-book cross-border transactions, ESMA should clarify that the trade report should be performed by the first investment firm to receive the trade within the EU. This recommendation would not be necessary if our primary recommendation — recognition of UK RTS 1 PTT as equivalent — were adopted.
We believe these changes can be implemented without significant difficulty by most market participants. The CLSE flag is already in use in the UK; FIX Tag 2405 follows the same functional principles as on-venue execution flags; and suppression of NPFT-type transactions was the norm prior to MiFID II. We encourage ESMA and NCAs to issue updated PTT implementation guidance as a fast-track step while formal RTS amendments proceed through standard legislative channels.
<ESMA_QUESTION_MSEM_45>


14
image1.jpg




image2.jpeg




image3.png
* ESMA

European Securities and Markets Authority





