Crisil

European Investors' Take on Market Structure
Issues 2020

April 29, 2020
Executive Summary:

THE MIGRATION OF VOLUME
TO EXCHANGES AND MTFs
DURING THE COVID-19 CRISIS
HIGHLIGHTS THE MOBILITY

e 9070

OF RESPONDENTS AGREE

THAT FREGUENT BATCH
AUCTIONS ARE USED TO
CIRCUMVENT THE DOUBLE
YOLUME CAPS

OF ORDER FLOW AND THE
IMPORTANCE OF A HOLISTIC
APPROACH TO POTENTIAL
MARKET STRUCTURE CHANGES

COVID-19 UPDATE

The data that underlies this paper was collected prior to the outbreak of the
COVID-19 virus and the associated market volatility. Greenwich Associates
believes that the analysis remains accurate regarding the European client view
on market structure. Without a doubt, the overarching guestion will be whether
current and future regulatory initiatives will be reassessed as a result of unique
stresses that the market has undergone during this unprecedented time.

We are now over two years into the great MiFID Il Trading Transformation." The dust has settled, and we are
able to take a measured look at how traders are adapting to this new market structure landscape.

Aside from the unbundling of trading and research, MiFID Il brought in sweeping changes concerning how
investment firms and brokers were able to execute orders. Broker crossing networks (BCNs), which
aggregated internal proprietary flow with client orders, were abolished due to concerns around lack of
transparency and that institutional investors were potentially being disadvantaged. The systematic
internaliser (SI) regime was enhanced to provide a clear framework for investment firms to interact with

market-maker and proprietary flow.

European regulators were also concerned that too much trading was being executed away from lit markets,
harming price discovery. To counter this, the Reference Price Waiver (whereby dark pools would execute
trades at prices derived from the lit market) was restricted via volume caps. However the Large-in-Scale (LIS)
waiver, which permits dark trading for orders above a certain size threshold, remained in place.


https://stg.greenwich.com/

In this Greenwich Report, we assess European traders’ opinions on these changes and discuss where the

regulators may take this in the future.” Of course, these results were gathered prior to the recent turmoil and
disruption of the markets as a result of the COVID-19 crisis and should be considered as such.

Methodology:

Between July and September 2019, Greenwich Associates interviewed 38 European equity traders.
Respondents were asked a series of questions regarding equity market structure.

RESPONDENTS

Assets under management Annual commissions

W Over $50 billion
B $26-50 billion
I $11-25 billion

M $5-10 billion

B Under $5 billion

B Over $20 million
I $11-20 million
I $3-10 million
B Under $3 million

Mote: Based on 38 respondents.
Source: Greenwich Associates 2019 Market Structure and Trading Technology Study
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Coalition Greenwich, a division of CRISIL, an S&P Global Company, is a leading global provider of strategic
benchmarking, analytics and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their
business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.
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CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.

For more information, visit www.crisil.com
Disclaimer and Copyright

This Document is prepared by Coalition Greenwich, which is a part of CRISIL Ltd, an S&P Global company. All
rights reserved. This Document may contain analysis of commercial data relating to revenues, productivity
and headcount of financial services organisations (together with any other commercial information set out in
the Document). The Document may also include statements, estimates and projections with respect to the
anticipated future performance of certain companies and as to the market for those companies’ products and
services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or
future activities of the businesses or companies considered in it but rather is designed to only highlight the
trends. This Document is not (and does not purport to be) a comprehensive Document on the financial state
of any business or company. The Document represents the views of Coalition Greenwich as on the date of the
Document and Coalition Greenwich has no obligation to update or change it in the light of new or additional
information or changed circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not
form basis of any lending, investment or credit decision. This Document does not constitute nor form part of
an offer or invitation to subscribe for, underwrite or purchase securities in any company. Nor should this
Document, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities. The Document is not an investment analysis or research and is not subject to
regulatory or legal obligations on the production of, or content of, investment analysis or research.

The data in this Document may reflect the views reported to Coalition Greenwich by the research participants.
Interviewees may be asked about their use of and demand for financial products and services and about
investment practices in relevant financial markets. Coalition Greenwich compiles the data received, conducts
statistical analysis and reviews for presentation purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES COALITION GREENWICH BELIEVES TO BE RELIABLE. COALITION
GREENWICH DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED, WITH RESPECT TO
THIS DOCUMENT, INCLUDING AS TO THE VALIDITY, ACCURACY, REASONABLENESS OR COMPLETENESS OF THE
INFORMATION, STATEMENTS, ASSESSMENTS, ESTIMATES AND PROJECTIONS, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT OF THE USE OF ALL OR ANY OF
THIS DOCUMENT. COALITION GREENWICH ACCEPTS NO LIABILITY WHATSOEVER FOR ANY DIRECT, INDIRECT
OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY KIND ARISING OUT OF THE USE OF ALL OR ANY OF THIS
DOCUMENT.
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