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Background: what is 
transaction reporting?
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– admitted to trading or traded on an EU 
trading venue or for which a request 
for admission has been made. “Trading 
venues” now include Multilateral 
Trading Facilities (“MTF”), Organised 
Trading Facilities (“OTF”), the likely 
home for OTC derivatives subject to 
the trading obligation, and regulated 
markets

– where the underlying instrument 
is traded on a trading venue. This 
essentially widens the scope to 
capture all OTC transactions in 
such instruments, and means that a 
transaction does not actually need to 
have been executed on an EU trading 
venue to fall within the transaction 
reporting regime. For example, 
derivatives traded outside the EU where 
the underlying is traded on an EU 
trading venue will have to be reported

Regulation No 600/2014 (“MiFIR”) Article 26 transaction 
reporting is the reporting of post-trade data relating to 
transactions in financial instruments by investment firms and 
or trading venues (for non-MiFID firms) (or their delegees, 
which can be an approved reporting mechanism (“ARM”) 
or trading venue) to the competent authorities as quickly 
as possible, and within one working day of execution. 
Although this definition seems quite simple, in fact it is multi-
layered, in that to truly understand the scope of transaction 
reporting, you need to consider whether you are dealing 
with a “reportable financial instrument”, and whether you are 
“executing a transaction” in that financial instrument.

– where the underlying is an index or 
a basket composed of instruments 
traded on a trading venue. This means 
that just one component of either an 
index or basket will bring that financial 
instrument under the reporting 
obligation.

When is a financial instrument reportable?
Under MiFID I, transaction reporting applies to financial instruments admitted to trading 
on a regulated market, plus any OTC contract which derives its value from any such 
instrument. MiFIR broadens the scope of transaction reporting to capture as reportable 
financial instruments:
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When is there “execution” of a “transaction”?

Execution is activity that results in an outcome, when that outcome takes the form of a 
transaction.

Transactions are defined as purchases and sales of reportable instruments, entering into 
or closing out derivative contracts (described in the recitals as “other cases of acquisition 
or disposal of reportable instruments”), and increases or decreases in the notional amount 
of a derivative. This is a deliberately broad definition, designed to cover those situations 
which give rise to market abuse concerns. Certain activities, however, are excluded from 
the definition of transaction, on the basis that they do not need to be reported for market 
surveillance purposes. This include certain types of clearing or settlement, portfolio 
compression, certain purely administrative tasks and cases where the relevant activity does 
not involve an investment decision.

An investment firm executes a transaction where it performs the following activities:

MiFID II Activity Equivalent United Kingdom regulated activities

– Reception and transmission of orders in relation to 
one or more financial instruments

– Execution of orders on behalf of clients

– Dealing on own account

– Makes the investment decision in accordance with a 
discretionary mandate given by a client

– Transfers financial instruments to or from accounts

– Arranging (bringing about) deals in investments

– Dealing in investments as agent

– Dealing in investments as principal

– Managing investments
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Why have transaction reporting?
Transaction reporting broadly exists to fulfil both a general and a more specific purpose:

– The general purpose: to enable competent authorities to detect and investigate 
potential cases of market abuse, to monitor the fair and orderly functioning of markets, 
as well as the activities of investment firms, and to promote market integrity.

– The specific purpose: to identify the person who has made the investment decision, 
those responsible for its execution, and the clients on whose behalf the firm has 
executed a transaction.

MiFIR introduces a new objective of promoting “market integrity” as part of the rationale 
behind transaction reporting, which suggests that this will be a new area of regulatory 
focus. The definition of promoting market integrity, namely the “monitoring the fair and 
orderly functioning of markets”, is vague, however we suggest that the change in approach 
is illustrated by the new fields which need to be completed as part of transaction reporting, 
which we discuss generally further below (see section “What needs to be reported?”).

Who is responsible for reporting?
Generally, investment firms are responsible to ensuring the completeness, accuracy and 
timeless of their transaction reporting. However, where an investment firm reports via an 
ARM or trading venue, the investment firm shall not be responsible for failures attributable 
to that ARM or trading venue, but rather responsibility generally lies with the ARM or 
trading venue. Investment firms must nevertheless take reasonable steps to verify the 
completeness, accuracy and timeliness of the transaction reports which were submitted on 
their behalf.

What are the consequences of not 
reporting?
Failure to comply with transaction reporting requirements is a serious issue for regulators, 
and the scale of fines imposed for such failures have steadily increased. In 2015, the FCA 
imposed a fine of £13.2 million for transaction reporting failures by one firm, the eighth 
largest fine of that year, and indicated that the penalty for transaction reporting non-
compliance would increase from £1 to £1.50 per breach, to ensure the industry takes more 
care over reporting requirements. There is no indication that regulators will be more lenient 
towards transaction reporting failures under MiFID II and, indeed, given the increased 
importance being given to such reporting, a more stringent line might be taken.

What needs to be reported?
Firms undertaking transaction reporting will need to do so in a specified format and 
their reports will need to contain specified information. The number of data fields which 
need to be completed under MiFIR has roughly tripled from the MIFID I requirements, to 
encompass more complexity and a greater breadth of instruments subject to reporting:
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What needs to be reported?

Fields Question Fields Comment

Opening fields 1-6

1. Report status

2. Transaction Reference 
Number 

3. Trading venue transaction 
identification code

4. Executing entity 
identification code

5. Investment firm covered 
by Directive 2014/65/EU

6. Submitting entity 
identification code

The opening fields are fairly standard, and 
provide the greatest overlap with the MiFID 
I requirements. Trading venues will provide 
Transaction Reference Numbers (TRN) and 
Trading Venue ID Codes for transactions 
executed directly on their platforms, however 
there is still an obligation on the reporting firm 
to ensure the accuracy of this data. For 
transactions not executed on a trading venue, 
the reporting firm needs to provide the TRN. 
In addition, investment firms will now need 
to identify themselves using a legal entity 
identifier (LEI), which is used to complete the 
fields of the Executing Entity ID Code and 
Submitting Entity ID Code.

Buyer details 7-11; 16-20 Seller details

7. Buyer identification code

8. Country of the branch of 
the buyer

9. Buyer – first name(s)

10. Buyer – surname(s)

11. Buyer – date of birth

16. Seller identification 
code

17. Country of the 
branch of the seller

18. Seller – first name(s)

19. Seller – surname(s)

20. Seller – date of birth

Buyers and sellers can either be reported as 
legal entities (i.e. investment firms or legal 
persons), or natural persons.

Where the buyer, seller and / or any clients on 
whose behalf they are trading constitute a 
legal entity, they must identify themselves 
using an LEI. Firms should note that they need 
to reconcile LEIs against the global database 
before engaging in any reportable 
transactions, and this means that they need 
to collect and verify the LEIs provided by their 
underlying clients in advance of trading.

Where the buyer or seller is a natural person, 
they must report their first name, surname 
and date of birth, and to facilitate this firms 
should gather and standardise this information 
in databases, to be used when compiling 
transaction reports. Firms need to take steps 
to ensure that the data they report is accurate, 
and that appropriate consent is obtained 
to using individual’s data as part of transaction 
reporting, in a way that meets data 
protection requirements.
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What needs to be reported?

Fields Question Fields Comment

Buyer decision maker details 12-15; 21-24
Seller decision maker 
details

12. Buyer decision maker 
code

13. Buy decision maker – 
first name(s)

13. Buy decision maker – 
surname(s)

15. Buy decision maker – 
date of birth

21. Seller decision 
maker code

22. Seller decision 
maker – first 
name(s)

23. Seller decision 
maker – surname(s)

24. Seller decision 
maker – date  
of birth

The same issues are relevant here as when 
providing buyer and seller details, and in 
particular firms should be careful that they 
comply with data protection requirements 
when providing information relating to 
individuals.

Transmission details 25-27

25. Transmission of order 
indicator

26. Transmitting firm 
identification code for 
the buyer

27. Transmitting firm 
identification code for 
the seller

See section “The issue of too much data” for 
an explanation of transmission.

Transmission details 28-56 Instrument details

28. Trading date and time

29. Trading capacity

30. Quantity

31. Quantity currency

32. Derivative notional  
increase/decrease

33. Price

34. Price currency

35. Net amount

36. Venue

37. Country of branch  
membership

38. Up-front payment

39. Up-front payment  
currency

40. Complex trade  
component ID

41. Instrument 
identification code

42. Instrument full 
name

43. Instrument 
classification

44. Notional currency 1

45. Notional currency 2

46. Price multiplier

47. Underlying 
instrument code

48. Underlying index 
name

49. Term of the 
underlying index

50. Option type

51. Strike price

52. Strike price currency

53. Option exercise 
style

54. Maturity date

55. Expiry date

56. Delivery type

The difficulty of classifying OTC derivatives 
has caused an expansion in the number 
of fields covering transaction and 
instrument details
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What needs to be reported?

Fields Question Fields Comment

Trader and algorithms 57-60

57. Investment decision 
within firm

58. Country of the branch 
responsible for the 
person making the 
investment decision 

59. Execution within firm

60. Country of the branch 
supervising the person 
responsible for the 
execution

MiFIR introduces a requirement to identify 
the traders or algorithms involved in the 
decision and execution process of a 
transaction. This applies when determining: 
(i) the venue to access; (ii) the investment 
firm to which orders are transmitted; or 
(iii) any other conditions related to the 
execution of the order.

If a person is used, that person must be 
identified by their ID number, passport 
number, tax or national insurance number, 
depending on their nationality. In the absence 
of this information, a concatenated code can 
be used consisting of date of birth, the first 
five characters of first name and the first five 
characters of surname. Firms will again 
need to take care to comply with data 
protection requirements when providing 
this information.

If an algorithm is used, identification must be 
by a unique, consistent and persistent code, to 
enable regulators to track all transactions 
carried out under a particular strategy. This 
ties in with other areas of MiFID II which 
stipulate that firms must have controls in place 
to ensure the auditability and resilience of 
their algorithms.

Where both a person and computer algorithm 
are involved, or more than one person or 
algorithm is involved, the investment firm 
needs to determine which person or 
algorithm is primarily responsible for 
investment decisions. That person must be 
determined in accordance with pre-
determined criteria established by the firm.
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What needs to be reported?

Fields Question Fields Comment

Waivers and indicators 61-65

61. Waiver indicator

62. Short selling indicator

63. OTC post-trade indicator

64. Commodity derivative 
indicator

65. Securities financing 
transaction indicator

MiFIR introduces a variety of indicators to 
help regulators identify specific types of 
transaction which could give rise to particular 
regulatory concerns:

– The waiver indicator asks whether the 
transaction was executed under a pre-
trade waiver.

– The short selling indicator, which applies 
even if only part of a transaction is a short 
sale, and when the firm aggregates orders 
from several clients, requires firms to 
determine, on a best effort basis, the short 
sales transactions in which their client is 
the seller.

– The OTC post-trade indicator requires 
firms to identify the type of transaction 
being undertaken, e.g. benchmark 
transactions, agency cross transactions, 
or post-trade large in scale transactions.

– The commodity derivative indicator asks 
whether the transaction reduces risk in an 
objectively measurable way.

– The securities financing transaction 
indicator asks whether the transaction 
falls with the scope of the Securities 
Financing Transactions Regulation.

Other fields?

Interestingly, the requirement is that the transaction report “include” all the above specified 
details, rather than, as was the case under the draft legislation, that the transaction 
report be provided using all of the specified details. This may leave scope for competent 
authorities to state that the specified list is non-exclusive, and so require additional 
information to be submitted as part of the transaction report.
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Avoiding double reporting by the same firm

MiFIR broadly requires investment firms to report data only once, to one competent 
authority. Subject to the competent authorities agreeing otherwise, when an investment 
firm executes a transaction, it should submit the report to the competent authority of its 
home Member State, regardless of whether or not a branch is involved, even if that branch 
is in another Member State. Equivalent requirements apply to branches of a third country 
investment firm, which must report to the competent authority which authorised the 
branch. Where a third country firm has set up branches in multiple Member States, those 
branches must jointly choose one competent authority to report to.

Transmission
There are also rules to avoid double reporting by investment firms which transmit orders to 
each other. An investment firm transmits an order if the following conditions are met:

a) the order was received from its client or results from its decision to acquire or dispose 
of a specific financial instrument in accordance with a discretionary mandate provided 
to it by one or more clients;

b) the transmitting firm has transmitted specified order details to another investment firm 
(the receiving firm); and

c) the receiving firm is subject to the MiFIR transaction reporting obligation and agrees 
either to 1) report the transaction resulting from the order concerned (see Fig. 1); or 2) 
transmit the order details to another investment firm (see Fig. 2).

The issue of too much data

One of the consequences of the new transaction reporting 
framework will be a sizeable increase in the level of data 
collected by competent authorities. This will be exacerbated 
by requirements such as the obligation to separately report 
each financial instrument when combinations of financial 
instruments are traded, whilst linking those reports using a 
unique identifier, the purpose of which is to give competent 
authorities both a global as well as granular view of trading 
activity. An unintended consequence of this could be that 
competent authorities receive so much data that they cannot 
properly analyse it, and so MiFIR sets out provisions aimed at 
preventing double reporting, to try to avoid the competent 
authorities becoming overwhelmed.

10
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The agreement at c) must be in writing and 
specify the circumstances under which 
the details of the order will be considered 
properly transmitted, the time period for 
providing such details, and confirmation 
that the receiving firm is itself a MiFID 
investment firm. The agreement should also 
provide that the receiving firm verify 
whether the order details received contain 
obvious errors or omissions before 
submitting a transaction report or 
transmitting the order. Information required 
for transmission includes details of the 
trade, the client(s) for whom the transaction 
has been made, and a designation to 
identify short sales. In the absence of an 
agreement, the order is deemed not 
transmitted and so each firm must submit 
its own transaction report (see Fig. 3).
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Transitional arrangements

MiFID I will be repealed at the end of 2 January 2018, with 
MiFID II applying from 3 January 2018 onwards. This raises 
two issues for firms which are not dealt with under MiFIR:

– How should firms treat breaches of MiFID I which they are only aware of after 2 
January 2018?

– What happens to those obligations which firms incur under MiFID I but which do not 
have to be discharged until after 2 January 2018?

Without prejudice to any practical arrangements agreed by the European Securities and 
Markets Authority (“ESMA”), the FCA is proposing to clarify by way of transitional provisions 
in Supervision manual of the FCA Handbook (“SUP”) that, firstly, an obligation which a 
firm incurs under SUP or MiFID I on or before 2 January 2018 continues until it has been 
satisfied and, secondly, that the requirements in SUP relating to notification and remedy 
of breaches apply to breaches of MiFID I even if the breach comes to light after 2 
January 2018.
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Fig. 1: The receiving firm reports all the details of the resulting transaction

Fig. 2: The receiving firm transmits the order onwards to another investment firm

Fig. 3: Reporting when transmission has not occurred
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