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MiFIR/ MiFID Il Timeline — Delay of Level 1 agreed in quick fixY;
implementing measures to enter into force in due course

Year 2014 2015 2016 2017 2018
H2 H1 H2 H1 H2 H1 H2 H1 H2
I . Trilogue
MIFIR / Phase
> MIFID II June 2016 (exp) ! "
| 12.06.2014 02.07.2014 03.07.2017 03.01.2018
@ Delegated
and
implementing A
acts April/May 2016 July 2016 (exp) 03.01.2018
Regulatory
5 technical
3 standards A
- (RTS) May/June 2016 July 2016 (exp) 03.01.2018
@Implementing
technical X
standards 05012018
(ITS) June 2016 (exp)  July 2016 (exb) o
Today
@ Postponement of application of MiFID II/MiFIR to 3 January 2018 agreed; postponement of transposition into national ESMA
law deferred to 3 July 2017; transposition documents to be consulter: German 2" FimanoG and UK FCA handbook, etc. I Eu Commission
@ Delegated Acts: Publication in April/May 2016; afterwards, objection period for EU Parliament (EP) and Council before -_ EU Council, EU Parliament
entry into force i1 Endorsement & objection period
@ RTS: ESMA submitted to the EU Com draft regulatory technical standards in September 2015; adoption by EU Com
delayed (started in May 2016); final approval by EP and Council outstanding; objection period before entry into force P = Publication in official journal
@ ITS: ESMA submitted to the EU Com draft ITS in September 2015; adoption by EU Com delayed (expected for June F = Entry into force )
2016); final approval by EP and Council outstanding; objection period before entry into force T = Transposition into national law
A = Application within member states

D Quick fix to Level 1 was published on July 1, 2016 in EU Official Public Journal:


http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32016R1033

None of the information contained in this presentation constitutes investment advice. The content on this presentation is solely for
information and does not constitute an offer to sell or a solicitation of an offer to purchase any contract, share or other financial instrument.

What will the new landscape look like?

Financial
Instruments

Pre-Trade
Transparency

Waiver
regime

Execution
of orders

Access
to platform

Execution
Mechanisms

Trading
obligation

Platform
interaction

Regulated Market?! MTF1.2 Systematic Internaliser OTC OTF
Equity and non-equity Non-Equity
Equities: Upon request for illiquid instru-
Aoplicable ments?; Non-equities: Publication of Not Aoplicable
pp quotes for liquid and illiquid bonds in case applicable pp
of request or if Sl agrees to place quote*
Applicable; volume caps RPW + NTW Not applicable Applicable
—
x —( RM;MTF ]—> x — [ sio1C, OTF | > g(x)
Non-discretionary Discretionary
o () () o, ( )
o\ //. — ( —
/. Non-discriminatory, but distinguishing Not [ OTF ]
[ RM ] [ MTF between categories of clients applicable
P Discriminatory: iscriminatory:
Non-discriminator L e
J objective criteria objective criteria
Multilateral Bilateral® Bilateral Multilateral®
Applicable to investment firms: Trading on RM, MTF or SI's’ Not applicable®
. . Operation of OTF
Interaction with SI and OTF allowed Operation of OTF and Sl r_lot allowed in '\.IOt and Sl not allowed
same legal entity applicable

in same legal entity

1CCPs canrequest access to trading venues 2 Authorisation as a MTF for investment firms operating an internal matching system executing client orders in shares, DRs, ETFs, certificates and other similar financial
instruments 3 Exemption when for deals in sizes above SMS 4 Exemptions for volumes above SMS 5 Clarification needed if matched principal trading is allowed or not  Matched principal trading is partially permitted with
respect to illiquid sovereign debt instruments 7 Applicable only to shares and derivatives 8 OTC: Non-systematic, ad-hoc, irreqular and infrequent, no contribution to price discovery
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What implementation challenges do we face and what clarification from
re g u Iato rS IS n eed e d ? ;rhis ct)nly r:e?reseg_trs e:j_selection ofAi;emsltc; t;e'\i/lmplle;nented

RTS 1

Pre- and post-

trade

transparency

requirements for

equities and

equity-like

instruments

= Sl-regime

= Flags for post-
trade
transparency

RTS 6

Organisational requirements for IFs?

= Testing and deployment of trading
algorithms and systems

= Record keeping: Amount of information
to be stored by investment firms
engaged in high-frequency algorithmic
trading technique

RTS 9

Ratio of unexecuted orders to

transactions

= Two formulas, one based on the
calculation in terms of volume and one
in terms of numbers

= Max ratios to be defined by TVs3

RTS 7

Organisational requirements for TVs 3

= Capacity and resilience of trading
venues, testing, pre-trade and post-
trade controls

RTS 3

Volume cap

mechanism

= Calculation of
caps?

= Technical
suspension/
communication

RTS 8

Market making agreement and market

making schemes

= Market making agreement for all
financial instruments

= Market making schemes limited to
liquid instruments traded through a
continuous auction order book trading
system

RTS 11

Tick size regimes

= Two dimensional table based on price
and liquidity band applicable per ISIN
(for shares and depositary receipts on
MTFs and RMs?)

= One liquidity band applicable to all
ETFs

RTS 25

Business clock synchronisation

= Reference time: UTC

= Level of accuracy (maximum
divergence requirements, granularity of
timestamp)

RTS 27
Best Execution

= Obligation for investment firms to take ,all reasonable steps” to ensure best execution
= Huge amount of data on financial instruments to be published by trading venues,
systematic internalisers, market makers and other liquidity providers

RTS 22
Transaction reporting
= Amount of new data
fields
» Trader, algorithms,
waivers and
indicators
= |nstrument details
= Transaction details
v [...]
= Specific data
standards and
formats required by
ESMA
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Last comments...

| need more resources
for MiFID Il as we only
have 293 days left...

According to my

calendar you have 426
days, so request

rejected!

X

But this includes
weekend days and
bank holidays...

©Dilbert characters Scott Adams Inc.

... thank you for your attention!

Any questions?



Dr. Sandra Bramhoff
Head of Products & Regulation
Cash Equity Market
Deutsche Borse AG

Phone: + 44 207 862 7259
Email: sandra.bramhoff@deutsche-boerse.com






When application date of January 2018 was granted, the task to the EU
Commission was to ensure Level 2 adoption beginning Q4 2016

Level Legislation

Status

Next Steps

Regulation/ =
Directive

Delegated* *
Acts

RTSY

ITSY

On July 1st, 2016, the Level 1 ,quick fix’' results
were published in the EU official journal (OJ)

Delay of application date set to January 2018

New definitions on ‘package transactions’
included with a new task to ESMA to determine
liquidity draft RTS thereupon

Delegated acts have been adopted as delegated
regulation by EU COM in Q2 2016

Most RTS adopted by EU COM; currently under
scrutiny by EU Parliament and EU Council

Few RTS still pending adoption by EU COM, to
be sent to EU Council and EU Parliament soon

New ESMA RTS on package transactions to be
consulted shortly

EU COM published other RTS that have not
been consulted beforehand

One ITS already published in OJ, on MTF and
OTF requirements

ESMA delivered further ITS to EU Commission
with nor further update yet

EU Commission (EU COM) has to adopt
Level 2 legislation beginning Q4 2016

ESMA has to finalize draft RTS on package
transactions till 28 February 2017

Passed EU Council and Parliament scrutiny,
publication in OJ expected in due time course

Expected to pass scrutiny of EU Parliament
and EU Council soon, with publication in OJ

RTS expected to be adopted beginning Q4
2016

Consultation expected early Q4 2016

Currently process unclear; no comment
period expected

Currently process unclear; no comment
period expected

1) OJ (Official Journal) RTS (Regulatory Technical Standards), ITS (Implementing Technical Standards), Delegated Acts (DAs)
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Market Making

Investment Firm Entry into Product Scope for Market Phase
Market Making Agreements Market Making Agreements Conditions
Normal:
Obligations
Liquid Market Phase
Instruments? Requirements

>=50%
Quotation
Coverage

Written
Agreement

Market Making
Investment Firms

[0)
=50 No Written

Quotation

Agreement
Coverage 9

1 Liquid ETF, Equity & Equity Index Derivatives
2Examples: Fixed Income, FX, Volatility, Dividends

Other
Instruments?

Stressed:
Obligations & Incentives

Quote Parameters
Only
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OTRs

Prevaili ng . monthly Ordered Volume
OTRregime ~ (monthly Executed Volume * Volume Factor) + Floor

—————

Changed requirements
= \Volume counted without volume factor and floor
daily Ordered Volume = Max ratios in the responsibility of the venue

OTR,, = — - = Monthly assessment changed to daily
daily Executed Volume

MIFID Il
OTR regime

Violation =

if one of both max ratios is exceeded

- New requirements
daily Number of Orders
OTR,, = Y . -1 = Number counted without volume factor and floor

daily Number of Transactions = Max ratios able to account for individual venue’s system
capacity
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Tick Sizes

Liquidity Bands

Price Ranges 0 < Average daily |10 < Average daily |80 < Average 600 < Average  |2000 < Average [9000 < Awerage
number of number of daily number of |daily number of |daily number of |daily number of
transactions < 10 |transactions < 80 [transactions < |[transactions < |[transactions < |[transactions

600 2000 9000

0 < price < 0.1 0.0005 0.0002 0.0001 0.0001 0.0001 0.0001

0.1 < price < 0.2 0.001 0.0005 0.0002 0.0001 0.0001 0.0001

0.2 < price < 0.5 0.002 0.001 0.0005 0.0002 0.0001 0.0001

0.5 < price < 1 0.005 0.002 0.001 0.0005 0.0002 0.0001

1 < price < 2 0.01 0.005 0.002 0.001 0.0005 0.0002

2 <price<5 0.02 0.01 0.005 0.002 0.001 0.0005

5 < price < 10 0.05 0.02 0.01 0.005 0.002 0.001

10 < price < 20 0.1 0.05 0.02 0.01 0.005 0.002

20 < price < 50 0.2 0.1 0.05 0.02 0.01 0.005

50 < price < 100 0.5 0.2 0.1 0.05 0.02 0.01

100 < price < 200 1 0.5 0.2 0.1 0.05 0.02

200 < price < 500 2 1 0.5 0.2 0.1 0.05

500 < price < 1.000 5 2 1 0.5 0.2 0.1

1.000 < price < 2.000 10 5 2 1 0.5 0.2

2.000 = price < 5.000 20 10 5 2 1 0.5

5.000 < price < 10.000 50 20 10 5 2 1

10.000 < price < 20.000 100 50 20 10 5 2

20.000 < price < 50.000 200 100 50 20 10 5

50.000 < price 500 200 100 50 20 10

Definitions:
‘most relevant market in terms of liquidity’ means the most relevant market in terms of liquidity as defined in Article 4(1)(a) of Regulation (EU) No 600/2014 and specified in Article 4 of Commission Delegated Regulation
(EU) No. [xxxx/xxxx] [Draft RTS 1 on transparency requirements for equity and equity-like financial instruments];]

Average daily number of transactions shall be calculated by dividing for the relevant time period and the relevant trading venue, the total number of transactions in that instrument by the number of trading days (RTS 11,

Art. 3 (6)).

Liquidity band applicable to ETFs

10

Liquidity band for periodic auction trading system (a trading system that matches orders on the basis of a periodic auction and of a trading algorithm operated without human intervention (RTS 11, Art. 3(2))



