



Notes on the context of the responses provided by the FIX Trading Community.

FIX Trading Community is the non-profit, industry-driven standards body at the heart of global trading.  The organisation is independent and neutral, dedicated to addressing real business and regulatory issues impacting multi-asset trading in global markets through standardisation, delivering operational efficiency, increased transparency, and reduced costs and risks for all market participants. Central to FIX Trading Community’s work is the continuous development and promotion of the FIX family of standards, including the core FIX Protocol, which has revolutionised the trading environment and has successfully become the way the world trades.

As the primary standards body for the definition of trading flows between investment firms, the organisation provides workflow guidelines and technical standards which are developed and agreed by the general consensus of its members.  The guidelines and standards are used by the large majority of global financial industry participants and is the only standards body across the trading space that includes not only traditional buyside and sell side firms, but also vendors, exchanges, alternative investment firms and regulators.

The FIX Protocol is comprised of a series of messaging specifications used in trade communications. Originally developed to support equities trading in the pre-trade and trade environment, it has experienced rapid expansion into the post-trade space, supporting straight-throug processing (STP) from indications of interest (IOI) to allocations and confirmations. Additionally, has witnessed significant growth in the fixed income, foreign exchange and listed derivative markets.  

FIX is a data transmission protocol that allows different systems and entities to communicate and has been hugely influential in the development of electronic trading standards and the subsequent improvement in the quality of data transfer and audit transparency within the industry. The FIX protocol supports the business processes in the front, middle and back office. 

The responses provided reflect the use of FIX in the post-trade domain by the institutional asset/investment managers (the buy-side) and the broker-dealer community, and not the retail or private wealth domain, however, the vendor community may use the FIX Protocol within the systems that they deliver to this segment of the market. We also recognise that there are significant similarities in the requirements across these domains.

Question: Is any clarification needed in respect of the scope?
Clarification was sought as to the phrase used in the text "terms of the transaction", as this is not defined and is open to interpretation.  ESMA responded as below:

While Article 6(2) of CSDR refers to “confirmation or rejection of terms”, Article 2(1), everlasting paragraph of the RTS on settlement discipline specifies it by referring to “terms of the transaction”, however the phrase is not further defined in the CSDR framework. 

Question: Do you consider that there is a need to recommend any additional message to be exchanged between the investment firm and the professional client to facilitate the settlement of securities transactions?
No- however, should a requirement exist for such messages, the FIX Trading Community would be able to provide a universal standard for such messages from within the framework of the existing protocol.
Questions: As for the non-electronic option:

· Should certain communication channels, or one communication channel (eg. email, GUI, fax, etc.), be recommended in the guidelines? 

No comment
· Do templates of such non-electronic messages already exist on the market? Do you see a need to develop a template for each of the messages? 

Certain format requirements could be included in order to align as much as possible the content of those messages on the CSD record-keeping requirements in order to streamline the process along the chain (cf. the format of the information to be provided in Table 1 of Annex IV to Commission delegated regulation no. 2017/394). 
No comment

Question: As for the electronic option: are there any other international open communication procedures and standards for messaging and reference data covering these aspects and in use on the market? 
The FIX Protocol is used commonly and globally in the institutional space for the distribution of Allocation Instructions to the broker. The FIX Allocation Instruction message is closely aligned to the ISO 15022 format. Contrary to the comment in the report, we estimate that the majority are either transmitted using the FIX Protocol or through a vendor using the FIX protocol. 

The Allocation Instruction message provides the ability to specify how an order or set of orders should be subdivided amongst one or more accounts. In versions of FIX prior to version 4.4, this same message was known as the Allocation message. Note in versions of FIX prior to version 4.4, the allocation message was also used to communicate fee and expense details from the Sellside to the Buyside. This role has now been removed from the Allocation Instruction and is now performed by the new (to version 4.4) Allocation Report and Confirmation messages.  The Allocation Report message should be used for the Sell-side Initiated Allocation role as defined in previous versions of the protocol.
Question: Should the guidelines include this?
With regards to the confirmation of the acceptance of the terms of the transaction, we believe the guidelines should include this.  Within the FIX Protocol, the FIX Confirmation messages are used to provide individual trade level confirmations from the sell side to the buy side. In versions of FIX prior to version 4.4, this role was performed by the allocation message. Unlike the allocation message, the confirmation message operates at an allocation account (trade) level rather than block level, allowing for the affirmation or rejection of individual confirmations.
Question: Do you consider there is a need to recommend the investment firm to require any additional information to facilitate the settlement of the transaction?
The existing FIX message does provide additional information as outlined in the response to the final question.
Question: 

· Should additional deadlines be recommended in the guidelines?

No comment
· Do you consider that there is a need for additional steps to be described in the guidelines? 

The FIX guidelines for the post-trade workflow include a Confirmation message that is more than a simple  'confirmation acknowledgement' as specified in the document. The Confirmation from the broker to the buy-side provides a full economic breakdown of the trade including commission fee and payable market expenses that the broker calculates.  
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