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Emotional Rollercoaster

Denial

Optimism

Where the
industry is
today




MIFID Il The Journey

|: Processes and Procedures

2: Utilisation of Technology
"A,3:,-0utsource Non-Core Business Functions




MiFID, MiFID Il & MiFIR Overview

Adopted in e Guidelines - Markets in Financial Instruments Directive

April 2004
Implemented
in 2007

e EU Financial Services law

e |nvestment services and activities licensed across the EU

e QOrganisational and conduct standards firms should comply with

e (Guidelines - Markets in Financial Instruments Directive |l

To be
implemented
in 2018 e The aims from MiIFID I, plus the overriding objective of
mitigating the risk in the financial system as a whole and ensuring
market efficiency
To be * A new Regulation - Markets in Financial Instrument Regulation
implemented

in 2018




MiFID Il Objectives

Better
Consumer
Outcomes

Improved
Investor
Protection

Transparency

Single Rulebook

across EU

Reduced Cost

Level Playing
Field

Improved
Market
Access




Technology Impacts = Exponential Growth

3D Printing

Infinite Computing N @ @) 6 S N Artificial Intelligence

Robotics
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Best Execution

MONITORING, GOVERNANCE AND TRAINING

Coverage
Equities, ETPs, Investment Trusts, Fixed Income

Annual RTS28 Quarterly RTS27
e Published by all e Top 5 Execution Venues e Published by e Quality of Execution showing
Investment Firms and /or brokers Execution Venues intraday snapshots of liquidity

and spreads

Level Playin ikl
Transparency - < eFielgy 9 Consumer

Outcomes




Best Execution Factors

Price which carries the highest weight

Transaction e Price must include transaction costs

Likelihood of Execution and Settlernent Monitor the settlement performance of each counterparty

Must consider the implicit costs associated with market impact of any delay

Consider liquidity of the stock, size of order and impact of the market

Size, Nature & Market Impact




Best Execution Governance Structure

Policies & Procedures

e Execution Policy
e Market Maker Selection Policy
e Dealing Procedures

e Market Maker v Stock
Coverage Heat Map

e (Conflicts of Interest
e Chinese Wall

©

2/
1

Responsibility

Management Team
e Weekly Best Execution Review

® Monitor Quality & Outcomes

e Action Outliners
e Minuted

Compliance Monitoring of Best Execution, Conflict of Interest and Chinese Wall Policies

Winterflood Securities Board

Risk & Compliance Committee

I

Management Committee Reporting

e Monthly Oversight of Best Ex
Output, KRIs, KPIs & Actions

o Formal Terms of Reference &

Minuted
|
WBS Best Execution Committee

® Monthly Committee Best Ex
Oversight

o Formal Terms of Reference
and minuted

® Annual & Periodic Review of
Policies & Procedures

Client Reporting

e Execution Policy
e Monthly Best Execution Report
e Annual RTS28

Vv

.|||| Execution Quality Reports - Produced by Independent 3™ Party Intelligent Financial Systems l|I||




MiFIR Transaction Reporting

Post Trade Transparency

e File Validation T + 1 Regulator

® ©
-0

Better

® Possible Rejections until T + 7
® 24 Fields to 65 Fields

® [nvestment decision maker

e New identification obligations

® [ncreased coverage:interest rate, FX and
commodity derivatives

e No over reporting

Level Playing

. Consumer
Transparency BT G ik




Transaction Reporting Fields

. Report status

gl N WON =

. Transaction reference number
. Trading venue transaction ID code
. Executing entity ID code

. Investment firm covered by

. Submitting Entity ID code

Directive 2004/39/EC or
Directive 201/65/EU

9/18. First name
10/19. Surname
11/20. Date of birth

. Report Data . Client Data . Trade Data

Client Information Buy/Sell Decision Maker

7/16. Buyer/Seller ID code
8/17. Country of branch

12/21. Buyer decision maker code
13/22. First Name

14/23. Surname

15/24. Date of Birth

. Trading date and time

. Trading Capacity
. Quantity 38.
. Quantity currency 39.

37.

currency

. Derivative notional

increase/decrease

. Price
. Price currency
. Net amount

. Venue

Country of branch
membership

Up-front payment
Up-front payment

40. Complex trade
component ID

. Instrument ID code

. Instrument full name
. Instrument classification
. Notional currency 1

. Notional currency 2

. Price multiplier

. Underlying instrument
. Underlying index

. Term of underlying

index

. Option type

Trade Data Instrument Details

51.
52.

. Option exercise style

Strike price

Strike price currency

. Maturity date
. Expiry date
. Delivery type

Transmission Details

25. Transmission of order indicator
26. Transmitting firm ID code

27. Transmitting firm ID code

Firm Data

. Investment decision within firm

. Country of branch responsible
for decision maker

. Execution within firm

. Country of branch supervising
execution

Trade

Flags

61. Wavier indicator

62. Short selling indicator

63. OTC post-trade indicator

64. Commodity derivative indicator
65. SFT indicator




Discretionary Investment Manager Trade

1
2
3.
4
5

. Report status

. Transaction reference number
rading venue transaction ID code
. Executing entity ID code

. Investment firm covered by
Directive 2004/39/EC or
Directive 201/65/EU

. Submitting Entity ID code

Client Information

7/16. Buyer/Seller ID code

i Not Neccessary

Buy/Sell Decision Maker

Trade Data

28. Trading date and time 37. Country of branch 41. Instrument ID code 51.
29. Trading Capacity membership 42. Instrument full name  52.
30. Quantity 3. Up-front payment 43. Instrument classification 53.
31. Quantity currency 39. Up-front payment 44. Notional currency 1 54
curt
32. Derivative notional N 45. Notional currency 2 55.
increase/decrease 40. Complex trade : . .
component ID 46. Price multiplier 56
omponent
33. Price 47. Underlying instrument
34. Price currency 48. Underlying index
35. Net amount 49. Term of underlying
36. Venue index
50. Option type

Instrument Details

. Maturity
Expiry

. Delivery

date

$
L

Strike price

date

vpe

Option exercise

yPE

Strike price currency

style

. Mandatory

Transmission Details

25. Transmission of order indicator
H{fH

26. Transmitting firm 1D «
27. Transmitting firm ID «

ode

Firm Data

Trade Flags

64. Commodity derivative indicator
65. SFT indicator




MIiFIR Transaction Reporting

Identification of parties non eligible for LEI

» Identifier based on nationality

« The highest priority identifier available must be used

Priorities e National Insurance Number (NINO) ]

for British
nanonay “ « CONCAT code ]

Full name and date of birth also to be reported (NEW)

Source: FCA Transaction Reporting Forum December 2016



Costs and Charges MiFID Il Overview

Charges:

o Must Cover all ancillary Services
e Must be shown as a percentage and actual amount

Point of

Ban on payments to third parties Sale At least annual
Disclose

(Ex-Ante)

MiFID II Post Sale

Disclosure
(Ex-Post)
Reporting

Should be issued on the anniversary
Option to do an interim report to bring in line with year end

Better

_ . Consumer
Transparency Field Outcomes

Level Playing




Product Governance

Design Manufacturer Client Analysis

Approvarl Reporting

Ml &
Reporting

Distributor

Marketing Distributor Product Information Distribution
Information Strategy






