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MIFID Il at a glance

Regulation that completes transparency requirement in OTC Market

Obijective

Improving the competitiveness of EU financial markets through :

e The creation of a single market for business and investment services

e The implementation of a high level of harmonized protection for European investors

MIF1, a regulation quickly obsolete
. Weak fundamental principles
. Appearance of shadow areas (Dark pools) following market trends
. Need to take into account the impact of the financial crisis and to align European
regulation on the commitments made by G20 in Pittsburgh in 2009

MIF2 Evolutions

Expansion of the legislation to new instruments (non equities)

Creation of a new trading platform (Organized Trading Facility) for a better supervision
of the OTC derivatives

Increasing exchange transparency through pre-trade and post-trade reportings
Protection through the control of remuneration for independent advice and an increase
in transparency of the «best execution» policies following the development of market
platforms

Development of the compliance role and the risk function, through the establishment of
additional controls on specific areas and key tools
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Key Concepts

Understand major MiFID Il streams

y

Market infrastructure

* QOrganized Trading Facility (OTF): new matching

system and new scope

e Over The Counter (OTC): Few allowed OTC

trades

y

Post-trade transparency

* Real-Time publication of volumes and prices by .

Executions Platforms and Investment Firms
* |nvestors: publication via APA and CTP .

e Authorities: reporting via ARM, homemade

reporting possibility .

y

 Product Governance

Investors protection

e Conflict of Interests Prevention
* Client Transparency

e Productintervention

Systematic internaliser

The scope of this type of trading venues will
include the equity like instruments and non-

equities

The IS status being more strongly defined,
the concerned stakeholders will have to ask
an Sl agreement

Research costs

Introduction of the establishment of a

“research budget”

The customer knowledge on the budget

affected to his portfolio (ex-ante and ex-post)

Control of the customer benefits gain with

the affected research costs

Pre-trade transparency

Data Quality Improvement

Real-Time Publication of Buyers/Sellers prices

and volumes

Requirements to trade on Organized and

Regulated platforms

Commodity Derivatives

y

* Position Limit Regime

* Reporting Obligation

Best execution

 Annual publication of the first 5 execution

platforms for

Instruments

each class of financial
must include: price, cost,

speed and likelihood of execution

e Clarification of the Best Execution policy
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MIFID Il Impacts

Impacts revealed by studies on MIFID Il

Business impacts

 Best Execution: Level 2 measures, propose
areas for improvement of best execution policies
developed by investment service providers

* Substantial use of HFT and and Algorithmics:
The HFT definition under MiFID Il is based on the

concept of " Message intraday high rates

* Impacts on price formation: ESMA will define
which financial instruments should be traded in
it’s suitable trading systems

* Research costs: introduction of an exhaustive
list of non-monetary benefits that can be
considered minor and are therefore acceptable in
accordance with of MiFID Il

e Systematic internalisers: They could take a
new place among the European trading venues

Process impacts

Systems impacts

Compliance impacts

* Pre-Trade: There is an increase transparency
of costs charged to the clients. For the order
management, there is a need to evaluate a client
before providing a recommendation

* Execution and Trading: As for the Pre-trade
transparency, the disclosure of supply and
demand in the order book as close as real time as
possible, is mandatory. On the trade execution
there are new obligations regarding the
instruments/trading venues and Algorithms HTF

* Post-Trade: Transactions should be reported
along with specific information to the national
competent authority and a need to record verbal
and electronics conversations that results on a
transaction

* Continuous auction order book trading system:
Continuous auction with no human intervention
and an algorithm matching based on best price

* Quote-driven trading system: Firm quotes are
continuously available to participants. Thus, a size
balanced needs of clients & market maker risk
exposure

* Periodic auction trading system: Same as
continuous auction system which is suitable for
bond issuance

* Request-for-quote system: Quotes provided
upon request

* Voice trading system: Transactions arranged
by voice negotiation

* In terms of authority: appointment and
replacement of the head of compliance by the
governing body

* In terms of reporting: the compliance
department must have the opportunity to
transmit on a timely basis some reportings
directly to the governing body each time it has
detected a significant risk of failure of the
institution

* Management of complaints: the compliance
department should play a role in the
supervision of procedures for processing claims
and should consider the past history as a
relevant source of information in the context of
its overall control responsibility
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MIFID Il Program

Regulatory timeline

January, 3 April, 4% July December Early 2017
<p=  ESMA : Second set of ESMA: Request to Publication in the ESMA due to deliver 4 further Instrument reference data project
technical standards to amend a draft MIFIR ﬂj Official Journal of the sets of Guidelines and announced in Aoril 2015 due to be
RTS European Union Recommendations for MiFIDIl by , P
the E.C. 32st december delivered by ESMA
February, 10 April, 7"

E.C. : Delay to entry I/Ih'il]?)nlzli’l \frsion of MIiFID Il
into force by one year D ; II Sd |rst' National Transposition
to 3 January 2018 elegated act Is ' '

published by E.C.

February, 23

E.C. told the E.P ECON committee that
the final version of delegated acts will
be published in March/April

Due to the 12 month delay to MiFID Il agreed in June 2016, EU countries are due to transpose the new
MIFID directive into local laws by 3 July 2017.

April, 25t

The final version of
ﬂj MiFID II’s second July
delegated act is

Due to the 12 month
published by E.C.

delay to MiFID Il agreed in

March, 14 May, 2t May, 4t June 2016, EU countries
E.C. asks ESMA to deliver “a more ESMA published 2 On 4th May ESMA o d:/le-Ftlth(;gnsp.ose-the
cautious” approach in transparency opinions regarding publishes amended Inewl I | ; |;ecczit;ve| nto
requirements for illiquid instruments proposed amendments RTS 22 20(;;‘7 aws Dy ord July
in non-equity markets to draft RTS2 and 21 May, 28" '

ESMA publishes the final
ﬂj draft regulatory technical

FCA Consultation 1 standards (RTS) 3 January 2018
UK FCA Consultation 2 *
~ UK FCA Consultation 3
UK MIFID I
_ l l a2l FCA Transposition target applies in
UK practice
Legend:
o evel 1 MIiFID II/MIFIR was adopted by the European Parliament on 15 April 2014 and will apply on (EC .
" Level2 proposed a one year delay and the EP voted early in June to support the one year postponement) Au rexia
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How to mutualize efforts

Interactions with other regulations

* More regulation regarding employees

* MAD covered products’ range extented compensation
n ordgr to acknowledge MIFID I * To strenghen investors’protection with
evolutions, especially in regards to new more warranty regarding customers’
OTC derivatives platform exchange (OTF) .
UCITS V - AIFMD pledged assets in case of default

* MAD is reviewed in parallel of MiFID I
but it will be effective before MIFID II.
This point should be taken into account,
when implementing these directives

* More transparency in OTC
derivatives exchanges

e Potential Mutual reporting
requirements

CRD IV

* MIFID Il requires Investment
Firms to assess if they need to
adopt CRD IV guidelines first

* PRIIPs’ objective to improve transactions
transparency for retail investors

* |ssues regarding investors’ profile design to
financial products or interests conflicts
themes are also covered under PRIPs
directive

* Application of the principles of investors protection concerning insurance
products

e Retrocessions of Life Insurance products are not being questionned unlike

L
MIF Il for discretionary asset management AureXla (
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A consultancy solely focused on financial services

OUR STORY

Aurexia was founded in Paris in 2006 on the belief that the financial services industry needed more than pure management consulting skills from
its service providers.

Coming from leading consultancies, Aurexia founders supplemented deep domain knowledge with pragmatism and practicality to partner with
clients in the delivery of key transformation programmes. This approach has led to Aurexia partnering with the top 5 investment banks in Europe.

Aurexia has matured in to a global consultancy opening its London office in 2014, followed by Luxembourg in 2015 and Asia (Singapore and Hong
Kong) in 2016. This strategic growth has allowed Aurexia to be better positioned to support historical clients’ needs and broaden its client base to
more industry leaders.

90+ 4 25% 30+

consultants and locations annual client partners
growing LON PAR growth since

LUX ASIA 2010 ‘

BUSINESS AREAS WE COVER IN LONDON WHAT WE DO

Finance & Risk Investor Services Programme Management

/<>

Private Banking Corporate & Project Management <> R <> Expert Business Analysis
and Wealth Investment Banking -

Impl tat = = Ch
Management mplementation <> <> <> ange

Functional and IT Architecture

Insurance AUI'eXia (
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Aurexia consultants at the core of our business

OUR PEOPLE

What makes Aurexia special is a unique blend of industry expertise, a
solution oriented mind-set and best in class transformation skills.
Aurexia consultants are decisive in scoping, launching and
implementing their clients’ projects. They all possess the necessary
soft skills to integrate into client teams delivering as a single unit.

We have built an internal framework that ensures each Aurexia
consultant has a forward looking vision of our industry challenges and
opportunities. Throughout their career at Aurexia, consultants actively
participate in the company’s industry review and thought leadership.

OUR CULTURE

We support and encourage an entrepreneurial outlook and
independent thinking. Aurexia is not about hierarchy and
organisational charts, we believe in a flat structure empowering all
employees to feel that this is their firm to own and run. This leads to
plenty of opportunities for cross learning, working on projects that
make a real contribution to client success and personal development.

OUR VALUES

Respect

Team spirit
Knowledge sharing

Business expertise
Quality first

Innovation
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Aurexia Institute

1
Aurexia

nstitute

From production...
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The Aurexia Institute is our focal point for study and analysis of the latest issues, challenges and opportunities within our
industry. Detailed research combined with industry leading knowledge from our consultants, clients and affiliates allows
us to produce thought provoking insight across the financial service spectrum which we communicate through a variety of

channels.

http://www.aurexia.com/en/aurexia-institute/

REGULATORY

NEWSLETTERS

BLOGS

www.aurexia.com
WWW.aurexia.com/en

CLIENTS
INTERVIEWS

STRATEGY

WATCH

OFFER SERVICES

CONFERENCES
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Our Offices
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Dominigue
HERROU

PARTNER

Eric
VERNHES

PARTNER

David
VILLARD

PARTNER

Charles
BAIN de la
COQUERIE

COO

Caroline

62 rue de Caumartin, 75009
Paris
+33(0) 1426627 38
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Nicolas
OLIVEROS

WY

LONDON

1 Fore Street
London EC2Y 5EJ
+44 (0) 20 7526 8372

Matthieu
TOULOTTE

LUXEMBOURG

8-10 Avenue de la Gare, L-1610
Luxembourg
+352 (0) 26 38 93 59

Dominique
HERROU

5 ASIA
Singapore — Hong Kong

105 Cecil Street, #08-03 The Octagon,

Singapore 069534
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Partners Offices

Dominique Herrou Charles Bain de la Coquerie Paris Office Luxembourg Office
+33(0) 6 7794 48 14 +33(0)6 80373215 62 rue Caumartin, 75009 Paris, France 8-10 Avenue de la gare L-1610 Luxembourg
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Eric Vernhes David Villard London Office Asia Office
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