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Workstream 7 – trading and clearing 

OVERVIEW 
Certain workstreams, such as investor protection and best execution, will have a significant impact on trading 
venue operations. These synergies or overlaps should be managed carefully across the MiFID II programme. 
There are new definitions for the existing MTF and RM trading venues and a newly introduced category of 
trading venue, the OTF; all detailed in the diagram (right). 
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Organised trading facility (OTF) 
§  A new type of investment service. 
§  The scope for instruments traded on an OTF is restricted to bonds, 

structured finance products, emissions allowances or non-equity 
derivatives 

§  The main differentiator of an OTF is that the execution of orders 
are carried out on a discretionary basis to pre-transparency and 
best execution obligations; i.e. the operator may decide if, when 
and how much of two or more orders it wants to match within its 
system. 

§  Any intervention must be justified to the appropriate authority. 

 
 

IMPACT ON OTC DERIVATIVES 
§  Movement of eligible OTC trading to clearing and trading venues. 
§  Increased real-time processing requirement for trading, clearing and margin 

transfer.  Movement to real-time, for many firms, will require significant 
technological advancements and infrastructure development. 

§  These margin requirements will increase the cost of clearing OTC derivatives, 
only partially offset by reduced capital requirements. 

 

SYSTEMATIC INTERNALISER (SI)  

SIs execute client orders outside of the aforementioned trading venues by 
matching trades internally via their own liquidity pools. There is a pressure for them 
to move trades onto the market. 

 
Key MiFID II changes:  
1.  Extension of products in-scope from purely shares to ‘equity-like’ instruments 

and bonds, structured finance products, emissions allowances and derivatives 
2.  Pre-trade transparency requirements are applicable (workstream 5) 
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Workstream 7 – trading and clearing 

Execution services 
As more OTC trades move to execution on one of the four regulated trading venues, investment firms will need to determine how they provide trade execution 
services to their clients and assess their business models in light of the new rules.  

It is expected that MiFID II/ MiFIR will increase competition in trading and clearing markets with the introduction of rules on access to trading venues and central 
counterparties (CCPs). Such development could transpire by means of open access, e.g. a break-up of the so-called ‘vertical silos’ where trades executed on a 
venue are cleared by a CCP within the same group. 

 
 
 
 
 

CHALLENGES 
Although the reforms are intended to benefit the market as a whole through promoting competition, transparency, financial stability and the regulated functioning 
of markets; it will be difficult to avoid the strategic and operational challenges for individual firms: 
§  New disclosure and reporting requirements which will require system changes. 
§  Robust data quality management. 
§  Enhancements of systems, processes and controls. 

 

SPECIALIST REQUIREMENTS 
Advisory services / expertise on OTC derivatives lifecycle and clearing. 
Validation of impacted trade data (for OTC trades migrated onto exchanges). 
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In order for market participants to reap benefits of the regime, processes and systems need to be enhanced to enable improved services and 
drive competition (in terms of transaction costs) in both trading and clearing, e.g. functionality to clear via a CCP of the counterparty’s choice.  


