
  

  

  

   

   

 

 

 

Overview 

The Markets in Financial Instruments 

Directive II 2014/65/EU (the “MiFID 

II”) has been introduced after the 

Commission’s review of the Markets in 

Financial Instruments Directive (the 

“MiFID Directive”) following the 2008 

global financial crisis. MiFID II is 

supplemented by the Markets in 

Financial Instruments Regulation (EU) 

600/2014 (“MiFIR”), which together 

with MiFID II constitute the Single 

Rulebook on EU financial markets.  

The main objective of the new regime is 

to enhance safety and transparency in 

the financial sector and improve the 

functioning of financial markets in the 

EU.  This is attained through the 

introduction of new provisions in 

connection with (i) governance and 

structure of trading venues, (ii) 

increasing level of investor protection, 

(iii) enhancement of market 

transparency, (iv) introducing regulation 

of algorithmic trading and (v) in the 

context of organizational requirements 

applicable to investment firms revisiting 

rules of access of non-EU investment 

firms in EU financial markets.  

The provisions of MiFID II entered into 

force on 3 January 2018. The 

transposition of MiFID II into Greek 

legal order became effective by virtue 

of Law 4514/2018, published on 30 

January 2018. 

In a nutshell: 

i. Trading Venues 

 Regulated Markets (“RM”) and 

Multilateral Trading Facilities 

(“MTF”): A more detailed and 

enhanced regulatory framework 

is introduced in relation to the 

RMs’ and MTFs’, and their 

respective operators’, 

authorization process, 

organizational requirements, 

corporate governance and 

trading rules. 

 Organized Trading Facilities 

(“OTF”): A new category of 

trading venues is introduced, in 

which multiple third – party 
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buying and selling interests are 

given the ability to interact in 

order to execute trades in non – 

equity instruments (e.g. bonds, 

structured finance products, 

emission allowances and/or 

derivatives). 

 Systematic Internalisers (“SI”): 

Introduction of additional 

objective and systematic criteria 

on the basis of which large 

investment firms dealing on 

their own account when 

executing clients’ orders, outside 

any organized trading venue, 

may be perceived to operate as 

SIs. 

 SME Growth Markets: A less 

complex, and incentives’ based, 

regulatory framework is 

provided in case of MTFs 

applying to be registered as 

markets specialized in small and 

medium-sized enterprises 

(“SMEs”)1. 

ii. Investor protection 

requirements 

MiFID II aims at further strengthening 

protection for investors by setting 

several new rules and requirements for 

investment firms. The scope of investor 

protection rules is also expanded, e.g. 

expansion to cover structured deposits2.  

 

 

 

                                                
1 For the purposes of MiFID II, SMEs are 

considered the companies that had an average 
market capitalization of less than EUR 
200,000,000 for each of the previous three (3) 
calendar years. 
2 Deposits where repayment is linked, inter alia, 
to an index, or a financial instrument or a foreign 
exchange rate. 

More particularly: 

 

 Conflicts of Interest 

 

Any conflicts of interest should be 

disclosed in detail, so that clients are 

enabled to make informed decisions. 

Receipt of any type of inducements 

(fees, commissions or monetary or non-

monetary benefits) should be in 

compliance with the obligation to act 

honestly, fairly and professionally in 

accordance with the client's best 

interests. 

 

 Independent or non-

independent investment advice 

 

Investment firms are also required to 

inform the clients whether advice is 

being provided on an independent 

basis, a non-independent basis, or both. 

Investment firms providing advice on an 

independent basis or providing portfolio 

management are banned from 

accepting or receiving any types of 

inducements (fees, commissions or any 

monetary benefits) from third parties. 

 

 Suitability assessment 

 

Retail clients should be provided with a 

suitability statement before any type of 

investment service is offered. Such 

statement should set forth and clarify 

the specific characteristics of the advice 

provided as well as its applicability to 

the preferences and the objectives of 

the relevant client. Additional suitability 

reports should also be provided 

periodically. Upon assessment of a 

client’s financial situation, investment 

firms will be required to consider such 

client’s risk tolerance and ability to bear 

losses. 



 

 

 

Additionally, certain existing retail 

requirements are extended to 

professional clients and disclosure 

obligations are enhanced, especially 

regarding costs and charges to be 

borne by the clients.  

 

 Product Intervention 

MiFIR grants the European Securities 

Market Authority (“ESMA”), the 

European Banking Authority (“EBA”) 

and the national competent authorities 

(i.e. HCMC) authority to prohibit or 

restrict the marketing distribution or 

sale of financial instruments such as 

shares, bonds, funds, derivatives, etc. 

Such power is exercisable in cases 

where: 

- a significant investor protection 

concern is raised, or 

- the orderly functioning and 

integrity of financial markets or 

commodity derivatives markets 

is threatened, or 

- a threat to the stability of the 

whole or part of the financial 

system emerges. 

 

The following criteria with respect to 

the relevant financial instrument are 

taken into account in order for the 

relevant authority to judge whether it 

shall be required to intervene: 

- complexity depending on type of 

client addressed; 

- value; 

- degree of innovation; and 

- leverage involved. 

 

iii. Market transparency  

Enhancing market transparency is 

recognized as one of the main principles 

in strengthening the financial markets 

and restoring confidence in them.  

Consequently, all relevant market 

transparency rules were adopted on 

MiFIR level, in order to safeguard their 

uniform application in all EU markets. 

 

 Pre – trade and post – trade 

transparency 

Pre-trade, with respect to proceeding to 

public bids and offer prices and depth 

of trading, and post-trade transparency 

rules, on making available the price, 

volume and time of transactions, are 

now expanding to a wider range of 

financial instruments, including equity 

and non – equity instruments (bonds, 

structured finance products, emissions 

allowances and derivatives, as well as 

instruments traded or advertised in 

MTFs and OTFs).  

The pre-trade quoted prices and 

indications of interest, and the post-

trade transaction data, will have to be 

made available as close to real time as 

is technically possible. 

National competent authorities retain 

jurisdiction over waiving pre-trade 

transparency obligations; however, in 

case of shares and other equity 

instruments, such waiver will be limited 

by virtue of a “volume cap mechanism”.  

 Transaction Reporting 

Transaction reporting obligations are 

extended not only to financial 

instruments admitted to trading on 

RMs, but also to financial instruments: 

- admitted to trading or traded on 

MTFs or OTFs or for which a 

request for admission has been 

made; 

- with an underlying financial 

instrument or index.  



 

 

Further harmonization of the 

transaction reporting content is 

anticipated via the creation of an EU 

transaction report common template. 

iv. Algorithmic trading  

A regulatory framework governing the 

algorithmic trading3 in EU is introduced 

via the provisions of MiFID II. 

Investment firms engaged in 

algorithmic trading will be required to 

have in place: 

- appropriate risk control 

procedures also in connection 

with the prevention of market 

abuse; 

- resilient trading systems of 

sufficient capacity; 

- effective prevention of 

erroneous orders; and 

- effective business continuity 

arrangements. 

 Direct Electronic Access 

Certain restrictions on the provision of 

direct electronic access to trading 

venues by investment firms are also 

introduced.  

More particularly, such access is 

prohibited unless the investment firm 

has in place proper systems and 

controls which aim to ensure: 

- previous assessment of the 

suitability of clients with direct 

electronic access; 

- adequate trading monitoring; 

                                                
3 For the purposes of MiFID II, algorithmic 

trading means any trading in financial 
instruments where a computer algorithm 
automatically determines all individual 
parameters of an order, such as whether to 
initiate or not, the timing, price or quantity of 
the order etc., with limited or no human 
intervention, at all. 

- full responsibility on behalf of its 

clients for any breach of any 

thereto applicable law or 

regulation. 

v. Access to the EU financial 

markets 

MiFID II introduces a new harmonized 

regime for the purposes of granting 

access to non-EU investment firms to 

the EU financial markets.  

Under MiFIR, provision of investment 

services by third-country investment 

firms on a cross – border basis, 

throughout EU, without any form of 

permanent establishment, is not 

prohibited, provided that: 

- such services are provided to 

eligible counterparties or  per se 

professional clients, 

- there has been a decision issued 

by the European Commission 

declaring that the third country 

has ‘equivalent’ rules to those in 

the EU, and 

- ESMA has included the third-

country firm on its registrar of 

permitted third-country firms. 

 

Member states are given the discretion, 

and Greece has exercised such power, 

to require from any non-EU investment 

firm to establish an authorized branch, 

prior to providing any type of 

investment services to retail clients or 

clients who have requested to be 

treated as professional in Greece.  

Conclusion 

MiFIR/MiFID II are expected to 

significantly reform European financial 

markets and especially to improve 

investors’ protection and the 

transparency of the financial markets. 



 

 

Adjusting to the new regime is 

definitely a challenging task for all 

market participants, while seeking legal 

support in this respect will be really 

important in order to attain prompt and 

proper compliance with MiFIR/MiFID II 

requirements. 

Contact 

For any further comment or query, please contact the KG lawyer you are liaising with or KG Law Firm’s Banking, 

Finance & Capital Markets Practice. 
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