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Current State of Level 2 Text
A high level overview
Level 2 finalised in OJ
ITS19: Description of the functioning of MTFs
and OTFs
Level 2 adopted by the EU Commission

RTS5: Direct, substantial and foreseeable effect
of derivative contracts within the union

RTS15: Clearing access in respect of trading
venues and central counterparts

RTS: Information and requirements for the
authorisation of investment firms

RTS6: Specifying the organisational
requirements of investment firms engaged in
algorithmic trading

RTS16: Access in respect of benchmarks

RTS: Information to be notified by investment
firms, market operators and credit institutions
on passporting

DD: Safeguarding of financial instruments and
funds belonging to clients, product governance,
and inducements

RTS7: Specifying the organisational
requirements of facilities trading venues
allowances and derivatives

DR: Organisational requirements and operating
conditions for investment firms and defined
terms for the purposes of that Directive

RTS8: Specifying the requirements on market
making agreements and schemes

DR: Definitions, transparency, portfolio
compression and supervisory measures on
product intervention and positions
RTS1: Transparency requirements for trading
venues and investment firms in respect of
shares and equity-like instruments
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RTS9: The ratio of unexecuted orders to
transactions
RTS10: Requirements to ensure fair and nondiscriminatory co-location services and fee
structures

RTS17: Admission of financial instruments to
trading on regulated markets
RTS18: Suspension and removal of financial
instruments from trading reporting services
providers
RTS22: Reporting of transactions to competent
authorities
RTS23: Supply of financial instruments
reference data
RTS24: Maintenance of relevant data relating to
orders in financial instruments

RTS: Cooperation between authorities
RTS: Registration of third country firms
Level 2 still waiting to be adopted
RTS20: Criteria to establish when an activity is
considered to be ancillary to the main business
RTS21: Application of position limits to
commodity derivatives

RTS11: Tick size regime for shares, depositary
receipts and, exchange traded funds

RTS25: Level of accuracy of business clocks

ITS: Standard forms, templates and procedures
for granting and refusing requests for
authorisation

RTS2: Transparency requirements for trading
venues and investment firms in respect of nonequity instruments

RTS12: Determination of a material market in
terms of liquidity relating to halt notifications

RTS26: Specifying the obligation to clear
derivatives traded on regulate markets and
timing of acceptance for clearing (STP)

ITS: Standard forms, templates and procedures
regarding the freedom to provide investment
services / activities and establishing branches

RTS3: The volume cap mechanism and the
provision of information for the purposes of
transparency and other calculations

RTS13: Authorization, organisational
requirements and the publication of transactions
for data reporting service providers

RTS27: Data to be provided by execution
venues on the quality of execution of
transactions

RTS: An exhaustive list of information to be
included by proposed acquirers in the
notification of a proposed acquisition of a
qualifying holding in an investment firm

RTS4: Criteria for determining whether
derivatives subject to the clearing obligation
should be subject to the trading obligation

RTS14: Specification of the offering or pre- and
post- trade data and the level of disaggregation
of data

RTS28: Annual publication by investment firms
of information on the identity of execution
venues and on quality of execution

ITS: Standard forms, templates and procedures
for the consultation between competent
authorities relating to acquisition notifications
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Based on our work with other clients over the past 12 months, we have identified a number of challenges that firms need to work through in order to deliver successful MiFID II
programmes. We have set out some of these challenges below.

Incremental
MiFID II Changes

Consistency in
Approach

Lack of Level 2
and 3 Clarity

Delivery of Cross
Functional
Workstreams

Key Challenges

Our Insights

 A key issue for many firms is the implementation of MiFID I. There are a
number of areas that have been emphasised and focussed upon during the
consultation phases of MiFID II (e.g. conflicts of interest) which are not new
and were introduced by MiFID I.
 By focussing on only incremental areas of change under MiFID II, all areas of
regulatory focus during the MiFID II process may not be addressed.

 All aspects of MiFID II (including MiFID I) should be incorporated into the gap
analysis phase of work.
 This enables the firm to proactively identify any existing issues, whilst
ensuring that MiFID II changes are built on strong foundations.

 There are a number of overlapping requirements from different regulatory
changes (e.g. in respect of reporting). A consistent approach should be taken
to avoid duplication of effort.
 Further, lack of alignment between the buy side and sell side in particular
areas could lead to increased complexity in implementation.

 Wider regulatory linkages should be identified at the outset to ensure
consistency. For example, there are overlaps between PRIIPs and the costs
and charges requirements under MiFID II.
 Close alignment to trade associations should drive consistency in approach.

 Although the level 1 text has been finalised for MiFID II, this does not provide
any certainty for firms in terms of how MiFID II will be implemented. For
example, requirements in the Directive could be built on by more extensive
level 2 measures or superseded by local requirements (e.g. a number of the
investor protection changes are being considered by the FCA).

 The majority of level 2 requirements are likely to be in the form of
regulation, which leaves the FCA with little room for introducing differences
through transposition.
 We will use early drafts (including leaked versions of the delegated acts) to
inform our impact assessment work to future proof the work as far as
possible.

 Many of the requirements are dependant upon product type (equity vs. nonequity). As such, workstreams may span multiple asset classes, each with
slightly different requirements. This will be a key consideration when deciding
upon workstream structure. For example, you may wish to consider running a
separate “Pre-trade Transparency” workstream for Equities and Fixed
Income.
 As the requirements are largely new for Fixed Income, there is likely to be
more change required. Other workstreams, such as “Transaction Reporting”
could be run across divisions.

 For cross functional workstreams, minimum standards should be applied
across all asset classes and then tailored as required from an efficiency
perspective and to also ensure consistency.
 Current state analysis at an asset class level is still important, even with
cross functional workstreams, to ensure that business requirements are as
specific and granular as possible.
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Regulatory Challenges
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We have set out below are a sample of areas which remain a challenge for firms. These demonstrate some of the areas of top priority for dialogue with regulators. The
nuances driving these priorities are at different stages of the negotiation process and some of your peers are actively lobbying in some of these areas.

The level data to be published is
overly complex. Some data could
lead to commercially sensitive
information being disclosed:

The data needed to implement
MiFID II is not always available
(e.g. which instruments are
admitted for trading on venue).

Best Execution

Commodity
Position
Reporting

Data
Dependencies

Key Regulatory
Challenges

Matched Principal
Trading

Definitions
The definitions across a
number of areas are not
always clear (e.g. definition
of a client order).

This obligation would
require investment firms to
report information not only
on positions they have with
their direct clients, but also
on any underlying clients of
those clients, all the way
down the chain until the
‘end client’ is reached.

There was a lack of clarity
on whether matched
principal trading has the
effect of being multilateral
and should not be
conducted on an SI.

LEI
Firms do not have LEIs for
all clients (e.g. for cash
business),
which
could
prevent business with these
clients.
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Key changes to Transaction Reporting regime under MiFID II
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Data
Fields

Scope now includes ALL
MiFID II Trading Venues
Increase in
scope of
products

Scope of reportable
Financial Instruments has
increased e.g. commodity
derivatives, interest rate
derivatives, FX derivatives
now included.

MTFs
Regulated
Markets

Regulated
Markets
OTFs

Specific
definitions
for
technical terms such as
execution transaction, for
example, have been provided

Branch
Activity

Reporting to home state
regulator for branches
has been introduced.
Further,
details
of
branch involvement in a
transaction now needs
to be captured within
reports.

Increase
in
number
of
data
fields
from 24 to
65

Data
Format
Changes to the
format of numerous
data fields has
been introduced

Receiving &
Transmission
of Orders

Requirements have been set
out in relation to receiving &
transmission of orders –
including specific criteria
which must be met in order
for there to be no
transaction reporting
obligation for a transmitting
firm.

Specific ARM
regime is
being
introduced
through
MiFID II

Regulatory
Focus on ARMs
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Deep Dive: MiFID II Transaction Reporting
Industry challenges
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MiFID II Transaction Reporting Challenges

Data & Systems

Volume of data required
under MiFID II TR has
significantly increased.
With many firms looking
to take a top down
approach to reporting - in
order to avoid
downstream tactical
solutions – there is now
greater dependency on
upstream systems to
generate and use TR
data.
With a number of
reporting regimes using
the same or similar data
it is important firms
capitalise on any
synergies.

Identifiers

There may be
challenges in collecting
LEIs for clients who do
not have a regulatory
obligation to have one.
Also bearing in mind that
there are associated
costs in obtaining and
maintaining LEIs. Firms
should avoid facing a ‘no
LEI no trade’ situation.
Correct information is
required in order to
generate natural person
IDs. Client outreach may
be needed, which could
be time consuming
where there is a large
number of natural person
clients.

RTO
Services

Requirements need to
be met should a
transmitting firm place
reliance on a receiving
firm to report. There is
no obligation for
receiving firms to offer
RTO services and so
transmitting firms may
need to report their own
transactions. This could
be significant for those
firms currently relying on
brokers to report under
MiFID I.

Reference
Data

There is significant
reliance on suitable
reference data being
made available to the
industry. This is the data
that sets out product
identifiers, allows firms to
understand which
financial instruments are
traded on a different
trading venues etc.

Short
Selling

There is some concern
that complex position
calculations are required
in order to populate the
short selling flag – which
some believe may
require more
sophisticate position
monitoring systems in
order to ensure timely
reporting.

There are some industry
concern around the type
of information that needs
to be passed and the
associated data
confidentiality.
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Deep Dive: MiFID II Transaction Reporting
Approach to implementation
Assessment of
regulatory text

Impact
assessment

Control
Framework
Data
Assessment
Target
Operating
Model

Completeness
Timeliness
Cost Efficiency

Gap
analysis

Data
Assessment

Reporting
Synergies
Leveraging
the Outputs

Target
Operating
Model

Accuracy
Effectiveness
Ownership
Future Proof

Control
Framework

Design
decisions &
business
requirements

3
Functional
requirements
& build

For many it will be necessary to
conduct a data assessment at
both a product and trading
scenario level. In order to
determine data availability, but
also how systems and data
sources figure into the TR process.

It is important that the

overarching reporting process is
well designed. Focus on key
elements such as: data flow,
taxonomies, reporting engine,
responsibilities, ARMs etc.

Testing

Reporting
Synergies

Leveraging
the Outputs

Go Live
Jan
2018

Other reporting regimes e.g. SFTR
and amendments to EMIR should
be taken into consideration.
Further, any lessons learnt from
MiFID I TR and EMIR should be
flagged.

Information gathered as part of
the TR process could potentially
be used for other internal
activities. For example: for both
regulatory & business MI, as well
as monitoring and surveillance.

With extensive challenges and
enforcement action under MiFID I;
It is important that the control
framework is considered as part of
the design and not a tactical
response to issues that develop.
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