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Markets in financial instruments: Council adopts new rules
The Council today1 adopted new rules on the provision of services for investments in
financial instruments and on the operation of regulated financial markets.
The rules are aimed at promoting the integration, competitiveness, and efficiency of EU
financial markets, amending and replacing the existing "MIFID" text2 that regulates
markets in financial instruments.
They consist of two new legislative instruments:
-

a regulation ("MIFIR") improving transparency and competition of trading activities
by limiting the use of waivers3 on disclosure requirements and by providing for nondiscriminatory access to trading venues and central counterparties (CCPs) for all
financial instruments, and requiring derivatives to be traded on organised venues
(9343/14 + 9343/14 ADD 1 REV 1 + PE-CO S 22/14);

-

a directive ("MIFID") amending rules on the authorisation and organisational
requirements for providers of investment services and on investor protection. The
directive also introduces a new type of trading venue, the organised trading facility
(OTF). Standardised derivatives contracts are increasingly traded on these platforms,
which are currently not regulated (9344/14 + 9344/14 ADD 1 REV 1 + PE-CO S
23/14).
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At a meeting of the General Affairs Council.
Directive 2004/39/EC
By setting an overall EU cap and a cap per trading venue for the so-called reference price
waiver and negotiated transaction waiver.
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The aim is to ensure that all organised trading is conducted on regulated trading venues:
regulated markets, multilateral trading facilities and organised trading facilities.
Strengthened requirements are introduced in relation to organisation, transparency and
market surveillance in all three types of venue. Transparency requirements are calibrated
for different types of instrument, notably equity, bonds and derivatives, and for different
types of trading, notably order book and quote-driven systems. High-frequency trading will
be limited.
Commodity trading will be controlled with the introduction of position limits aimed at
preventing market abuse, including cornering of the market, and supporting orderly pricing
and settlement. Market participants will have to report their positions at least daily. Coal
and oil derivatives will be temporarily exempted from requirements to go through
clearinghouses.
The directive and regulation cover the provision by banks and investment firms of services
such as brokerage, financial advice, dealing, portfolio management and underwriting. They
are aimed at overcoming problems that have emerged in the implementation of rules that
entered into force in 2007 and which essentially abolished the possibility for member states
to require trading to take place on specific exchanges, enabling competition from
alternative venues.
Market and technological developments have outpaced various provisions in the existing
MIFID text and the trading environment has become more complex. The 2008 financial
crisis exposed weaknesses in the regulation of instruments other than shares, traded mostly
between professional investors. Such developments underscored the need for strengthened
investor protection.
Whilst remedying such problems, the revision of MIFID will enable the EU to meet
commitments made at the G20 summit at Pittsburg in September 2009 to tackle less
regulated and more opaque parts of the financial system.
Adoption of the package follows an agreement reached with the European Parliament in
January at first reading.
Both the directive and the regulation will for the most part become applicable 30 months
after entry into force.
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