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Dear Vice-President Dombrovskis, 
  
I am writing to you concerning the equivalence determination of UK trading venues in case of a no-deal 
Brexit. The possible absence of an equivalence decision is a cause of great concern to the European fund 
and asset management industry which EFAMA represents.  
 
The issue concerns primarily circa 500 liquid equities that are listed on the London Stock Exchange (LSE) 
but also traded on EU27 trading venues, albeit usually in lower volumes. The problem is particularly salient 
for equities given Art. 23 MiFIR which requires that trading in equities admitted to trading on an EEA 
trading venue must take place on an EEA trading venue or on a non-EEA trading venue that the European 
Commission has declared equivalent1.  
 
If UK venues were not determined to be equivalent post-Brexit, EEA investment firms operating under 
MiFID license as well as all non-MiFID firms who use a MiFID authorized broker-dealer2 would no longer 
be permitted to execute trades in UK/EU27 dual-listed equities on UK trading venues (exchanges, 
Regulated Markets or MTF, such as LSE or CBOE).  
 
We understand from an ESMA Q&A that the full force application of the EU trading obligation could be 
averted if ESMA deems EU trading in UK listed shares as not systematic, regular and frequent and if the 
EU Commission shares that view and does not have evidence to the contrary3.  
  

                                                           
1 It is worth noting that a similar issue arises with exchange-traded derivatives which fall under the MiFID derivative trading 
obligation. 
2 Including most EU27 investors such as AIF, UCITS, pension funds which currently execute their trades through MiFID broker-
dealers 
3 “While the Commission is preparing equivalence decisions for the non-EU jurisdictions whose shares are traded systematically 
and frequently in the EU, the absence of an equivalence decision taken with respect to a particular third country's trading 
venues indicates that the Commission has currently no evidence that the EU trading in shares admitted to trading in that third 
country's regulated markets can be considered as systematic, regular and frequent…” - https://www.esma.e uropa.eu/press-
news/esma-news/esma-clarifies-trading-obligation-shares-under-mifid-ii  
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Alternatively, ESMA could apply a “de minimis threshold” to UK/EU27 dual-listed equities, where the 
trading volume in these equities in EU27 in each individual case is less than 5% of current total trading 
volume in the EU28. This approach would not, however, be sufficient. Indeed, for many dual-listed 
equities4, there is a significant amount of trading by EU27 market participants above 5% of the total 
trading volume in the EU28. Consequently, those transactions would therefore still be subject to the MiFID 
trading obligation post-Brexit.  
 
The issue is compounded by the fact that, among the approximately 500 dual-listed equities, some are 
European blue chips that are part of key indices (e.g.  STOXX 600 Europe, STOXX 50 Europe, MSCI World, 
MSCI Europe, S&P 500 Europe, FTSE Developed Europe All Cap) and therefore of critical significance for 
European markets. 
 
Against that background, we wish to alert the European Commission about the serious adverse 
consequences that a discontinuation in the access to UK trading venues would inevitably have on 
European asset managers, EU27 capital markets and ultimately on European investors.  
 
Such adverse consequences would include: 
 
1. A loss of access to the most liquid market and less favourable conditions for the execution of 

transactions, leading to: 
o further fragmentation of the trading landscape; 
o reduced competition due to, inter alia, the impossibility to negotiate cost-efficient 

commercial relationships with some banking and brokerage counterparts; and/or  
o increased trading costs with a negative impact on the overall performance of the 

portfolios. 
 

2. The real risk of a delisting by issuers of many dual-listed equities on EU27 venues.   
Some EU27-based issuers are already actively targeted with the recommendation to delist their 
equities out of the EU27 in order to concentrate liquidity in one venue.  The listing of special share 
classes of the EU27 issuer in the UK, as currently envisaged by some market operators, would not 
constitute a real alternative as those share classes would be subject either to the same dual listing 
issues or to the goodwill of broker-dealers. As seen in the context of the recent Swiss equivalence 
case, the UK could also be tempted to accelerate de-listings on EU27 venues by legally requiring single 
listing in the UK. 

 
  

                                                           
4 We estimate that at least 90 companies such as Royal Dutch Shell, Unilever, Ryanair could be concerned by the problem.  
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3. The risk of driving investment out of Europe. 
Faced with a decrease of EU27-listed issuers and an overall reduced liquidity in EU27 equities markets 
going forward, EU fund and asset managers will naturally strive to maintain access to the most liquid 
market as:  

o they are legally bound to execute transactions in the best interest of their clients under 
MiFID best execution rules and AIFMD/UCITSD; and/or  

o market participants are increasingly competing on providing the best possible 
investment performance to the end investors.   

Hence, fund and asset managers will have little choice but to establish whatever set up is required in 
the UK which, in turn, will lead to a decrease of investments in EU-based portfolios and funds. We 
have clear indications from our members that they are actively evaluating this option. 

 
4. The risk of creating an unlevel playing field between jurisdictions that currently share the same 

regulatory framework.  
Unless it has an incentive to keep its trading rules MiFID-equivalent, the UK might relinquish itself of 
MiFID requirements perceived in the market as unduly restrictive, such as the double volume cap or 
possible upcoming auctions limitations. If so, the UK would substantially increase the attractiveness 
of London-based venues for non-EU and EU27 trading parties and investors post-Brexit. The danger is 
very real of creating outside of the EU not only the most liquid market in non-EU equities but also 
perhaps the most liquid offshore market in equities of EU27-based issuers. 

 
5. The risk of reducing the attractivity of EU capital markets. 

An overall loss of importance of EU capital markets globally is a likely scenario given the expected 
decrease of EU27-based listings, trading and portfolio management services, even for international 
investors. 

 
Given the above, we call on the European Commission to urgently take a decision recognising the 
equivalence of UK trading venues (or temporary measures of similar effect, such as a provisional 
suspension of the trading obligation for equities) in order to avoid market distortions and detriments 
for the EU27 trading venues, their market participants, asset managers and European investors. As a 
matter of reciprocity, the Commission should also seek to obtain assurances from the UK authorities 
that EU firms may remain members of UK trading venues. 

I remain at your entire disposal to answer any questions you may have in relation to this letter. 
 
Yours sincerely, 
 
 
Tanguy van de Werve  
Director General   

Cc: Messrs. Olivier Guersent, Steven Maijoor 


