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9 November 2021 

 
Att: Natalie Boulizos, Senior Manager 
Market Supervision 
Australian Securities and Investments Commission 
email: MIRsubmissions@asic.gov.au 
 
 
Dear CP 347 Team, 
 
CP 347 Submission—Chi-X Australia  

Chi-X Australia is grateful for the opportunity of providing a submission on ASIC Consultation Paper 347: 
Proposed amendments to the prohibition on order incentives in the ASIC market integrity rules 
 (‘the CP’). 
 
The submission is segmented into this covering letter and attachment one, which consists of a table listing 
the proposals and questions asked in the CP and provides a CXA response to each.   
 
Those markets where payment for order flow (PFOF) between market intermediaries is a prevalent and 
embedded feature can face certain challenges.  We note however, that the arrangements between 
market participants and other intermediaries is separate to the relationship participants have with market 
operators. Participants are subject to market operator fee structures, and market operators may also 
establish incentive schemes. In appropriate circumstances, competitive outcomes and benefits for the 
investor and broader market can be delivered through market operator fee structures and incentive 
schemes, including through the use of rebates – for example, MiFID and Chi-X Europe. 
 
The Financial Conduct Authority (FCA) has clarified its PFOF guidance is not intended to affect the ability 
of trading venues to operate fee structures (which include maker/taker pricing) or liquidity incentive 
schemes1. Instead, these are subject to separate supervision focused on ensuring the proposals are 
compatible with the venue’s regulatory responsibilities2.  
 

“It is noted that some forms of fee structure (such as a maker/taker fee structure)3 and incentive 
schemes are designed to reward certain types of behaviour by market participants, for example 
liquidity provision. The guidance on PFOF is not intended to affect the ability of a trading venue to 
operate structures that embed such rewards (e.g. a maker/taker model), where a proposed 
structure is otherwise compatible with the regulatory responsibilities of the trading venue ... In 
many cases, the reward serves to reduce the net fee payable to the trading venue and therefore 
would not constitute PFOF.”4 

                                                   
 
1FCA 2012, Guidance on the practice of ‘payment for order flow’. https://www.fca.org.uk/publication/finalised-guidance/fg12-13.pdf  
2 For example, rules and procedures that allow for fair and orderly trading. 
3 A structure which applies a charge to aggressive (liquidity taking) orders and pays a rebate to passive (liquidity making) orders. 
4 FCA 2012, Guidance on the practice of ‘payment for order flow’. https://www.fca.org.uk/publication/finalised-guidance/fg12-13.pdf 










