
  

  MIfId ii 
ACHIEVING OPERATIONAL 
COMPLIANCE AND 
STRATEGIC ADVANTAGE 

Briefing 



Storm-7 Consulting 
MiFID II Briefing No. 1 

July 2016 
 
 

 
© 2016 Storm-7 Consulting | All Rights Reserved 2 

 

MiFID II: Achieving Operational Compliance and Strategic 
Advantage 

  
The highly complex requirements to achieve operational compliance for MiFID II

1
 and MiFIR

2
 (new 3

rd
 

January 2018 deadline) and the nebulous implications of Brexit, in conjunction with the increased 
militancy of many European regulators, represents "a perfect storm" as far as the finance industry is 
concerned. It clearly represents a seismic shift in the existing financial landscape in the European 
Union (EU), presenting both a significant challenge in terms of regulatory compliance, as well as a 
new opportunity for firms to strategically leverage the new framework in order to achieve long-term 
competitive advantage. 

1 WHO IS AFFECTED BY MiFID II?  
 

Prudential Regulatory Authority (PRA) designated banks, building societies, investment firms and their 
qualifying parent undertakings (financial holding companies and mixed financial holding companies), 
as well as credit institutions, investment firms and their subsidiaries. It also has implications for 
organisations operating in currently non-regulated sectors such as commodity derivatives and oil 
trading. 

2 MiFID II SUMMARISED 
 

The stated objective is to establish a safer, more transparent and more responsible financial system 
in the European Union (EU) that works for both the economy and society.  From a high level 
perspective, reforms comprise: 

 Market infrastructure framework. Overall, MiFID II seeks to implement a level playing field, 
it closes loopholes and ensures that trading, wherever appropriate, takes place on regulated 
platforms, and subjects shares and non-equity instruments to a trading obligation.  

o Investment firms operating an internal matching system (executing client orders in 
shares, depositary receipts, exchange-traded funds, certificates and other similar 
financial instruments) must be authorised as a Multilateral Trading Facility (MTF).  

o Introduces a new multilateral trading venue, the Organised Trading Facility (OTF), for 
non-equity instruments to trade on organised multilateral trading platforms – the neutrality 
of OTF operators is ensured through restrictions on the use of own capital, including 
matched principal trading, and discretion in their execution policy.  

o A trading obligation for shares as well as a trading obligation for derivatives which are 
eligible for clearing under the European Markets Infrastructure Regulation

3
 (EMIR) 

(MEMO/12/232) and are sufficiently liquid. This will move trading in these instruments 
onto multilateral, regulated platforms as per the G20 commitments. 

 Increased equity market transparency. For non-equity instruments such as bonds and 
derivatives. 

o For equities a double volume cap mechanism limits the use of reference price waivers 
and negotiated price waivers (4% per venue cap and 8% global cap), together with a 
requirement for price improvement at the mid-point for the former.  

o Broadens the pre-trade and post-trade transparency regime to include non-equity 
instruments, although in view of the specificities of non-equity instruments, pre-trade 
transparency waivers are available for large orders, request for quote, and voice trading. 

                                                      
1
 The Markets in Financial Instruments Directive (2014/65/EU). 

2
 The Markets in Financial Instruments Regulation ((EU) No 600/2014). 

3
 The European Market Infrastructure Regulation ((EU) No 648/2012). 

http://europa.eu/rapid/press-release_MEMO-12-232_en.htm?locale=en
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Post trade transparency is provided for all financial instruments with the possibility of 
deferred publication or volume masking as appropriate. 

o Rules to enhance the effective consolidation and disclosure of trading data whereby 
trading venues have to make pre-trade and post-trade data available on a reasonable 
commercial basis, and through the establishment of a consolidated tape mechanism for 
post-trade data.  

 Strengthened supervisory powers. Augmented supervisory powers as well as a harmonised 
position-limits regime for commodity derivatives to improve transparency, support orderly pricing, 
and prevent market abuse (in tandem with the new EU market abuse framework that takes effect 
from 3

rd
 July 2016).  

o Competent authorities will impose limits on positions in accordance with a methodology 
for calculation set by the European Securities and Markets Authority (ESMA). It also 
introduces a position-reporting obligation by category of trader - providing regulators and 
market participants with better information on market operations.  

 Framework for competition in the trading and clearing of financial instruments. With a view 
to enabling the integration of efficient and safe EU capital markets.  

o For this purpose, MiFID II establishes a harmonised EU regime for non-discriminatory 
access to trading venues and central counterparties (CCPs). Smaller trading venues and 
newly established CCPs will benefit from optional transition periods. The non-
discriminatory access regime will also apply to benchmarks for trading and clearing 
purposes. Transitional rules will ensure the smooth application of these provisions. 

 Trading controls for algorithmic trading activities. Algorithmic trading firms have dramatically 
increased the speed of trading and have the potential to cause systemic risks.  

o All algorithmic traders will be regulated and provide liquidity when pursuing a market-
making strategy. In addition, investment firms which provide direct electronic access to a 
trading venue will be required to have in place systems and risk controls to prevent 
trading that may contribute to a disorderly market, or involve market abuse. 

 Stronger investor protection. MiFID II will introduce new organisational requirements, such as 
client asset protection and product governance, and will seek to strengthen the role of 
management bodies.  

o Strengthening of conduct rules including scope for the appropriateness tests and 
reinforced information to clients.  

o Independent advice clearly distinguishable from non-independent advice, with limitations 
on the receipt of commissions (inducements).  

o Introduction of harmonised powers and conditions for ESMA to prohibit or restrict the 
marketing and distribution of certain financial instruments in well-defined circumstances 
and similar powers for the European Banking Authority (EBA) in the case of structured 
deposits 

o Packaged Retail Investment Products (PRIIPs), covers structured deposits and amends 
the Insurance Mediation Directive (IMD) to introduce some rules for insurance-based 
investment products. 

 Effective and harmonised administrative sanctions. Strengthening the existing regulatory 
regime.  

o Use of criminal sanctions is framed to ensure the cooperation between authorities and 
the transparency of sanctions. A harmonised system of strengthened cooperation will 
improve the effective detection of breaches of MIFID. 
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 Harmonised regime for allowing firms from third countries to access EU markets.  This will 
be based on an equivalence assessment of third-country jurisdictions by the Commission.  

o The regime applies only to the cross-border provision of investment services and 
activities provided to professional and eligible counterparties. For a transitional period of 
three years and pending equivalence decisions by the Commission, national third-country 
regimes continue to apply. 

The impact of MiFID II on an organisation AND individual employees. This EU directive affects 
the way in which the organisation or individual: (1) represent themselves; (2) communicates with 
clients; (3) transacts business; (4) holds data; and (5) reports on activities. In other words, MiFID II 
impacts the entire operation affecting people, processes, workflows, Information and Communications 
Technology (ICT) and how these elements interact. 

3 Operational compliance and competitive advantage. 
 

MiFID II and MiFIR operational compliance will invariably raise a myriad of implementation issues, in 
areas which might previously have been considered as being somewhat mundane. For example, how 
MiFID II operational requirements will interact with other existing or new regulatory compliance 
obligations, such as the new EU Market Abuse framework (i.e. real time monitoring of trading 
activities). As another example, possible security and privacy issues over the requirement to include 
personal identifiers of dealers in transaction reporting. 

 The new regulations increase the number of fields that have to be reported for individual trades 
from 23 to at least 65, requiring (for the first time) dealers’ personal identifiers, including; date of 
birth and the equivalent of a passport number. 

 Inclusion of the "personal identifiers" for individual trades are causing issues given they are stored 
in human resources systems, not trading systems. If you grab the information automatically you 
have problems of control and risks of leaks (which could lead to identify fraud if the information 
falls into the wrong hands), whilst if you add the information manually you can have problems of 
data errors. 

 Data control and protection is difficult enough when managing it within a single environment, i.e., a 
single corporate IT network, but issues increase significantly when working across a network 
which includes third-party systems. 

MiFID II will significantly change the banking and financial services landscape in the EU. By adopting 
a holistic view of regulatory compliance, and not viewing it as simply an operational burden, firms can 
understand that MiFID II will open up new markets, change the pricing of certain lines of products, and 
change the way certain types of firms operate. If firms understand in depth how MiFID II will affect all 
firms, they will be much better placed to adopt strategic operational decisions that will provide them 
with unique competitive advantage.    

4 MiFID II Sanctions 

MiFID II Sanctions are Draconian AND are being enacted for defaulters. Regulators have a 
selection of sanctions available to them, including: 

 public statements ('Name and Shame'); 

 withdrawal or suspension of authorisation;  

 temporary or permanent bans of individuals;  

 temporary or permanent bans on firms being members of certain trading venues; and  

 maximum fines of up to 10% of annual turnover or at least €5m, and at least twice the benefit 
derived (where this can be determined).  
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What is more, MiFID sanctions are being imposed, with the United Kingdom Financial Conduct 
Authority currently in the lead. 

Fines paid in the United Kingdom 
 

Name of the FC Fine to be paid By the date 
Failed to accurately 
report / not reported 
transactions 

Merrill Lynch 
International 

£13.3 million 22/04/2015 35 million /121k 
transactions 

Deutsche Bank AG 
London branch 

£4.8 million 28/08/2014 29.4 million /0k 
transactions 

Royal Bank of 
Scotland  

£5.6 million 27/07/2013 44.8 million / 804k 
transactions 

James Sharp and 
Company 

£0.05 million 24/10/2012 0 / 71k transactions 
(all) 

Plus500UK Limited £0.2 million 24/10/2012 1.3 million (all) / 189k 
transactions 

City Index Limited £0.5 million 20/01/2011 2 million / 55k 
transactions 

SociétéGénérale 
London branch 

£1.6 million 25/08/2010 18.8 million / 0k 
transactions 

Commerzbank AG 
London branch 

£0.6 million 27/04/2010 All transactions 

Instinet Europe 
Limited 

£1.1 million 08/04/2010 Not prompt and 
correct reports 

Getco Europe Limited £1.4 million 08/04/2010 Not prompt and 
correct reports 

Credit Suisse £1.8 million 08/04/2010 Not prompt and 
correct reports 

Barclays Bank PLC 
(Barclays) 

£2.5 million 
02/09/2009 

57.5 million / 0 
transactions 



Storm-7 Consulting 
 
Storm-7 Consulting is a company that organises premier financial conferences, events and training 
around the world for the financial industry. Storm-7 offers a wide spectrum of cutting edge financial 
knowledge, available as conferences, special events, in house training and an array of technical 
products and services including regulatory compliance consulting and marketing services for the 
finance arena. All brochures for Conferences, Training Courses, Workshops, Forums, Schools, and In-
House Training Courses are available upon request. 
 

1 Conferences 
  
■ Advanced OTC Derivatives, 12

th
-13

th
 September 2016, New York. 

 
■ MiFID II: Regulatory, Risk, and Compliance, 29

th
-30

th
 September 2016, London. 

 
■ CCP Clearing, Risk Management, Recovery and Resolution (EU), 6

th
-7

th
 October, London. 

 
■ CCP Clearing, Risk Management, Recovery and Resolution (US), 27

th
-28

th
 October, London. 

 
■ Islamic Banking and Finance: Regulatory, Risk, and Compliance, 3

rd
-4

th
 November, London. 

 
■ Global Regulatory Compliance, 6

th
-7

th
 February 2017, Lima, Peru. 

 
■ Global Regulatory Compliance, 9

th
-10

th
 February 2017, Santiago, Chile. 

 
 

2 Training Courses 
 
■ MiFID II: Final Review, 21

st
 September 2016, Edinburgh. 

 
■ MiFID II: Final Review, 23

rd
 September 2016, London. 

 
■ MAD 2 MAR: Operational Compliance, 10

th
-11

th
 November, London.  

 
 

3 Workshops 
 
■ OECD Common Reporting Standard, 17

th
 October 2016, London. 

 
■ Market Abuse, 18

th
 October 2016, London. 

 
■ MiFID II, 19

th
 October 2016, London. 

 
 

4 Forums 
 
■ The Future of Financial Services in the EU, 18

th
 November 2016, London. 

 
 

5 Schools 
 
■ The School of Regulatory Compliance (EU), 21

st
-25

th
 November 2016, London. 

 
 

6 In-House Training 
 
■ FATCA and the OECD Common Reporting Standard. 
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■ OTC Derivatives Documentation, Negotiation and Clearing. 
  
■ Global Regulatory Compliance. 
 
■ CCP Clearing, Risk, Recovery and Resolution. 
 
■ Bribery and Corruption Compliance. 
 
■ Repurchase (repo) Agreements. 
 
■ Securities Lending Agreements. 
 
■ MIFID II: Regulatory, Risk, and Compliance. 

■ Market Abuse Directive 

 

 

 

 

 

 

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Storm-7 Consulting Limited 
 © 2016 Copyright | All Rights Reserved 
 Level 24/25 The Shard 
 32 London Bridge Street, London SE1 9SG 
 Tel:  + 44 (0)20 7846 0076 
 Email:  client.services@storm-7.com 
 Online:  www.storm-7.com 


