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AGENDA

*MIFID Il & MIFIR high level definition & timeline

*Impact of MIFID Il on FX Market Structure
- Trading Venues

- Transparency

- Data

* Final Considerations
- Open Issues

- Thomson Reuters response
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G20 Commitment
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The G20’s proposed reforms aim to reduce counterparty risk, operational risk
and systemic risk within the financial markets, and in particular, OTC derivatives
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MIFID Il Definition

oooooooooooooooooooooooooooooooooooooooooooo
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oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

U Markets in Financial Instruments Directive (MiFID) is one of the
cornerstones of EU Financial Services law, setting out which investment
services and activities should be licensed across the EU and the
organisational and conduct standards that those providing such services

should comply with.

UMIFID was adopted in April 2004 and implemented in 2007. Aim was to
create a robust common regulatory framework for Europe’s securities
markets while promoting competition and enhancing investor protection.

QMIFID II'is now at the very heart of the upcoming financial markets reform
and is far from an incremental change.

UMIFID Il looks to combine original aims with an overriding objective of
mitigating the risk in financial system as a whole (G20 commitment) and
ensuring market efficiency.

U In 2011 the EC published proposal to amend MiIFID by recasting it as
a new Directive (MiFID Il) and a new Regulation - Markets in Financial

Instrument Regulation (MiFIR)



MIFID Il Timeline
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* MiFID II/MIFIR entered into force on July 2nd, 2014
« Final Rules submitted to the EC on 28" Sept (following a 3m delay)
« MiFID to be transposed into national laws by July 39, 2016 (concurrent process)

 Law becomes effective (30 months after entry into force): January 3, 2017.... Likely to move to Jan 2" 2018

v MiFID Il to become effective as of JANUARY 2018

v National Transposition of MiFID Il moved to July 2017.
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MIFID Il The Pillars

ooooooooooooooooooooooooooooooooooooooooooooooooo

U Organizational Requirements (skills)

U Remuneration Policy

U Transaction archiving (5y) and
reporting imposed on RMs, MTFs, and
OTFs.

U New rules on quality of information,
advice and services provided to clients
& on Best execution

THOMSON REUTERS

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

U Significant portion of OTC products to move to
RM, MTF or OTF

U Treatment of single and multi dealer platforms:
dark pools: algo-trading provisions

MIFID 1l O Extension of Equity pre & post —trade
transparency to non-equities

U Trading venues and Sis required to
make info available to the public pre
trade: Quotes, RFQs and orders.

MiFIR

U Extension of MiFID investor protection regime to a wider range
of firms & financial services/prioducts

4 Specific requirements on PRIPS

U New rules on quality of information , advice and services
provided to clients & on Best execution

U Enhanced Info for clients

4 Inducements & Indipendent Advice



MIFID Il Today Agenda — Focus on FX
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MIFID Il Market Structure

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Execution Venues

Trading Venues

A

RM SI

Regulated Multilateral Organized Systematic

Markets Trading Trading Internaliser
Facility Facility

LISTED OTC INSTRUMENTS

Multilateral Bilateral

e No No Yes No No

Discretionary No No Yes Yes Yes

Pre-trade Yes Yes Yes Yes No
transparency

Post-trade Yes Yes Yes Yes Yes
transparency

Examples LSE, TR Matching Brokers, ... Big Banks, ...  Bilateral
LIFFE, ... FXALL, ... counterparties

zZ
=
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MIFID Il OTC & SI connection

Sl : an investment firm which, on an organized, frequent systematic and substantial basis, deals on own
account by executing client orders outside an RM, MTF or OTF without operating a multilateral system.

Firms executing client orders on own account (principal) will need to register as an Sl if they
breach quantitative threshold. Analysis done on quarterly basis, based on last 6month activity.
Thresholds are set on the definition if “Frequent, systematic and substantial basis”.

FREQUENT & SYSTEMATIC: number of transactions a firm undertakes in an instrument/class.
SUBSTANTIAL: volume (notional or turnover) that the firm undertakes and will consider

a) Size of Trading in that instrument as a proportion of the firm’s total trading activity
b) Size of trading in that instrument as a proportion of total EU trading in that instrument

Registering as Sl will require the firm to comply with MiFID transparency and organization
requirements.

Obligation to register as
Systematic Internaliser

Quant. Threshold

v

OTC Volumes
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MIFID Il Trading structure in FX

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

So What Could This Mean For Existing Platforms in FX?

Voice - direct
Voice

trading Voice -
intermediated

— Single Dealer
Platforms (SDPs)

Messaging systems

Electronic
trading - Inter-dealer ECNs

Other ECNs/MDPs

Other systems

THOMSON REUTERS

Bilateral trading with trade terms agreed on the phone

Voice execution but intermediated by a broker

Electronic trading systems operated by single banks where the bank
is often one of the counterparties to the trade

Electronic systems provided by third parties where counterparties
can negotiate trades directly with each other bilaterally

Trading systems that have traditionally been geared to the inter-
dealer market such as EBS and Reuters Matching

Independent multi-bank platforms such as FXall/360T/Currenex

Other means of execution that do not fit into the above buckets

Potential
Classification



MIFID Il Today Agenda — Focus on FX
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MIFID Il Transparency in FX

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

* ESMA deemed illiquid all FX instruments = > No Pre Trade Transparency

Pre Trade Post Trade

RM MTF OTF
Regulated Multilateral Organized
Sl Markets Trading Trading
Systematic Facility Facility
Internaliser

TRADING VENUE

A

oved
cation
jement
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MIFID Il Post Trade Transparency - When

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

FX derivatives — TRADE REPORTING

All trades, amendments and cancels must be published by the trading venue or via an APA —
Approved Publication Arrangement :

Post Trade

» “Real time” reporting (within 15 minutes of execution)
-In 2020, real time = within 5 min of execution

* Delayed publication (48 hours) permitted for:
— Transactions greater than Large in Size Threshold (LIS)

- Instruments where there is no liguid market (FX)
— Transactions greater than the Size Specific to the Instrument Threshold (SSTI)

THOMSON REUTERS 12




MIFID Il Post Trade Transparency — Who Reports?

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

TRADE REPORTING

Who reports? Deferrals available

i7" THOMSON REUTERS 13
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MIFID Il Transaction Reporting

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

TRANSACTION REPORTING
Article 26 (1) MIFIR requires investment firms executing transactions in financial instruments to report to

the national competent authorities ( NCAS) details of those transactions . This will enable NCAs activity
to detect and investigate potential scenarios of market abuse and monitor how markets are functioning.

National

Competent
Authorities
(NCASs)

WHEN: Transaction reporting to be completed no later than following working day : T+1

WHO: Investment Firms, who are also required to keep over-reporting to a minimum and ensure accuracy,
confidentiality & security of data (IF and TV) = Methods & arrangements

WHICH INSTRUMENTS: RTS (22) list ( Cash Equities, Bonds, Indexes & Equity, FX, IR and commodity
Derivatives (OTC & ETD) + Financial Instruments whose underlying is directly or indirectly traded on a TV.

FORMAT: Electronic and Machine readable (Common XML format & ISO 20022 methodology).

;i THOMSON REUTERS 15



MIFID Il Transaction Reporting

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Investment
Firm

Via Trading Venue

Via Approved Reporting (not obliged)

Mechanism (ARM)

Directly to the NCA

N N

{ National Competent Authorities (NCAs) — FCA, CONSQORB, ... ]
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MIFID Il Data

- REFERENCE DATA

— Inclusion of new instrument level fields to support clients with regulatory requirements
— MIFID Il eligibility, Liquidity indicators, waivers and deferrals
— LEI ( Legal Entity Identifiers) need for Transaction reporting-

* UNBUNDLING & DISAGGREGATION
— Unbundling: Pre-Trade & Post Trade
— Disaggregation: 4 levels & on request; Currency, Country of Issue, ...
— Data Cost: Reasonable Commercial Basis (RCB) definition

« BEST EXECUTION REPORTING
— Trading Venue :Quarterly
— Investment Firm : Yearly on top 5 exec venues

2 THOMSON REUTERS 18




MIFID Il Open Issues (some)

- SIMBOLOGY
— ISIN codes creation on the fly for FX Derivatives (costs & operational implications)
— Allocation Engine for the International Securities Identification Number (ISIN) for OTC derivatives
announced by the Association of National Numbering Agencies (ANNA) — Q1 2017

+ REGULATORY DIVERGENCE EU-US JURISDICTIONS

— CCP Recognition (agreement reached in february 2016)
— SEF-MTF Equivalence: no contradictions but differences (RFQto3)

¢« OTC-SI Threshold Calculator: denominator value = Traded Volumes @ EU level.

...Analysis done on quarterly basis, based on last 6month activity. Thresholds are set on the
definition if “Frequent, systematic and substantial basis”.

* FREQUENT & SYSTEMATIC: number of transactions a firm undertakes in an instrument/class.
*« SUBSTANTIAL: volume (notional or turnover) that the firm undertakes and will consider

a) Size of Trading in that instrument as a proportion of the firm’s total trading activity
b) Size of trading in that instrument as a proportion of total EU trading in that instrument
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MIFID Il Thomson Reuters Response

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

We will operate our venues as MTFs,
Multilateral Trading Facilities (Fxall,
Fwd Matching) as of Jan 18

\WET Gl
Improving TR reference database with Structure Provide clients with Unbundled (pre

new MiFID Il fields to help market trade & post trade) and
participants undesrtand transparenc Disaggregated data sets.
and trading obligations.
Reference Market Data
Data Cost

Thomson
Reuters

MiFID Il
Priorities

Pre Trade

Transparency Transparency

Collection & distribution of major
Deliver a pre trade quote publication sources of pre and post trade market
service in non-equity, leveraging APA data — non equity.
or contribution network. (Sl and TV) Post Trade
Transparency

Provide an Approved Publication
Arrangement (APA) for post trade
data —Partnership with TRADEWEB
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MIFID Il Thomson Reuters Response

ﬁr&éh, trusted data from a future-proof partner

Putting your plansin place

MiFID Il: Challenges and opportunities Find out more
The MIFID Il impact across the entire financial spectrum

This site is designed to help
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FX Rules & Principles

‘Ensuring efficient, safe and sound derivatives markets... *

European Commission - Brussels, 3.7.2009 COM(2009) 332 final

* Regulation “Bricks”
- Basel lll, CRD IV, EMIR, MIFID Il & MIFIR, REMIT, MAR, FRTB, ...

« What about Conduct & Behaviours? ( \
Foreign Exchange Working Group (FXWG)

* Promoted by BIS Markets Committee

- Established in 2015

* Led by Guy Debelle, Reserve Bank of Australia

i ol iy i  Strengthen code of conduct standards and principles in FX market

Voluntary Global Code of Conduct \

N7

+ Aligns the individual codes of each central bank

» Addresses certain market practices not covered by existing codes
Principles-based business document

Developed by 16 Central Banks and a group of key industry participants
, “The Market Participants Group”.

— PHASE 1, May 2016 (published)
THOMSON REUTERS \ — PHASE 2, May 2017 (target date) J
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