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Workstream 2 – best execution  

  
 

OVERVIEW 
As a subset of investor protection, this workstream represents the requirement for investment firms to disclose that they have protected investors' interests by 
performing the ‘best execution’ in the market place. 
 
Best execution can be reported by disclosing the following order information: 

§  Price. 
§  Cost. 
§  Speed. 
§  Likelihood of execution. 

Investment firms must annually summarise and make public, for each class of financial instrument, the top 5 execution venues where they executed client 
orders in the preceding year. 

Execution policies must be provided in sufficient detail and in clear, easy to understand language, to ensure that investors are comfortable that their interests 
are protected. 

 

CHALLENGES 
§  Investment firms need to design technology that can source and store benchmark data across the market. 

§  Where benchmark data is unavailable, proxy methodologies need to be devised in order to compute the execution metric as a replacement. 

§  Data provided by various execution firms may not be in a consistent format and so would require standardisation prior to report creation. 

§  Collation of market benchmark data adds latency to trades which could lead to lost opportunities in the market. 

§  Capturing snapshot benchmark data vs. benchmark data across a pre-determined time interval. By capturing across a time interval, investment firms are 
able to display market slippage over time. 

§  Establishing data feeds and integrating ‘best execution’ logic with both trade capture systems and market data sources is a highly complex and technical 
piece of work. 

 

§  Settlement. 
§  Size. 
§  Nature.  
§  Any other consideration relevant to the execution of the order. 
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ESMA UNANSWERED QUESTIONS 

Price  

§  Lack of standardised European benchmark. ESMA 
have discussed enforcing a ‘European Best Bid and 
Offer’ (EBBO) price across execution venues to 
make price comparison easier. 

§  Need to ensure price comparisons reflect different 
order sizes. 

Costs 
§  Potential transactions costs include venue fees, 

regulatory levies, taxes, clearing and settlement 
services. 

§  It may be difficult for a venue to report where trading 
venue does not control of the costs faced by clients. 

Speed 

§  Should relate to time interval between order received 
by trading venue and execution. Standard definition 
is needed which accounts for different market 
structures and order types. 

Likelihood of Execution 
§  Could either refer to risk of failed trades on different 

venues or to the probability that orders will be filled 
within a given time period. 

§  These depend on both order type and market 
structure. 

§  Other controls needed to prevent distortion of data. 
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Controller: Holds the firms execution policy and a set of logic/rules to source the required market data, 
including metrics (price, cost, speed etc.) for a given trade order. 

Collector: Collector nodes collate the required data, standardising and re-formatting it for storing and 
reporting. 

Data store: Big data solutions will be required to store the vast amounts of benchmark and proxy data. 

Reporting system: Extracts relevant ‘best execution’ evidence and discloses such order information via 
a user interface to the client / trader. 
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