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• EMIR – March 2013, clearing, reporting, risk mitigation

• MIFID II – January 2018, every aspect of derivatives transaction

• PRIIPS – January 2018, pre–trade information document KID

• SIMM – May 2018, initial margin for non-cleared derivatives

• FRTB – January 2020, new market risk framework

Regulations impacting European derivatives market
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MIFID II requirements

• Pre- & post-trade 

transparency

• Transaction 

reporting

• Data & analytics

• Research

• Trading venues

• Best execution

• Record keeping, 

trade reconstruction 

& surveillance

• General principles & 

information to clients
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MIFID II requirements
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Impact of regulation

• Costs, costs, costs
Implementation cost of MIFID II estimated in excess of £2 billion, and annual compliance costs of 

£500 million

• Regulatory oversight
Give regulators greater oversight powers by dramatically increasing transaction reporting

• Reporting
MIFID I represents only 10% of the data to be collected under MIFID II

• Transparency
In a significant extension to the scope of MIFID I which affected primarily equities, bonds and 

derivatives are now within scope of the transparency requirements

• Trading venues
Venues are reporting a surge in trading on their electronic platforms. Pronounced downturn in OTC 

trading, as expected
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Impact of regulation

• Central clearing & collateral management
By reducing credit risk, banks incur higher cost in liquidity and capital

• Increased capital costs
Banks’ ROE under pressure in the new risk framework 

• Liquidity
Evidence suggests reduced initial trading volumes, which subsequently picked up

• Market structure
Complexity and cost of the requirements will spur mergers or market exits

• Investor protection
It remains to be seen if investors find the vast amount of data and disclosures value adding or a 

burdensome overload

• Instrument simplification
More expensive to trade exotic derivatives 


