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Briefing Note
What has happened?
On June 20, 2017 the European Commission launched a consultation to seek industry feedback
on a proposal to amend the definition of Systematic Internalisers (SI). The consultation closed on
July 18, 2017 and a number of participants sent their feedback. See appendix 1 for a brief
summary of participant feedback, and appendix 2 for a timeline of events.
By way of an amendment, the EC proposed to restrict the scope of the phrase ‘dealing on own
account’ in the definition of SI to exclude riskless back-to-back transactions.
Background
EC’s consultation comes as a response to settle the ongoing debate about whether or not SIs
should be allowed to engage in matched principal (MPT) and other forms of riskless back-to-back
trading. The debate began soon after the publication of MiFID II text that unconditionally allowed
SIs to conduct MPT. Concerns around MPT by SIs were first raised by the Federation of
European Securities Exchanges (FESE) way back in December 2014 in response to an ESMA
consultation.
FESE claimed that conferring absolute freedom upon SIs to conduct MPT would allow them to
continue BCN-type activity (broker crossing networks), and this would amount to multilateral
trading with lenient transparency obligations. Their contention was that this setup defeats the
spirit and purpose of transparency provisions in MiFIR, as SIs are only required to be pre trade
transparent in sizes upto Standard Market Size (SMS).
In response to FESE’s submissions, the legislators imposed a partial restriction on MPT by SIs in
Recital 19 of Commission Delegated Regulation 2017/565. The recital states that SIs may conduct
MPT on an occasional basis only and in any event must not operate a (multilateral) internal matching
system1. Inclusion of the recital did little to allay the concerns of market operators, because recitals
are not legally binding and are only good for their persuasive value. The binding parts of the
Delegated Regulation remain silent on this issue.
In December 2016, this issue was picked up again by a Member of European Parliament in a letter
addressed to the European Commission. After a series of letters among the EC, ESMA and the
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Level 1 definition (Article 4(1)(20), MiFID II) is very clear about this aspect and does not envisage a situation where an
investment firm operating a multilateral system to execute client orders is allowed to trade in a ‘Systematic Internaliser’
capacity.
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European Parliament, in April 2017, ESMA published a list of dos and don’ts for SIs around this issue
(ESMA Q&A Section 5.3 nos 17, 18). ESMA did not impose a blanket ban on MPT, but allowed SIs
to only engage in MPT that is ‘accidental’. While the industry was still grappling with ESMA’s
guidance, the EC went a step further and launched the consultation with a view to ban all forms of ‘de
facto riskless back-to-back trading’ by SIs.
On July 18, 2017 the EC published participant feedback and it’s apparent from these responses that
the proposal raises more concerns than it dispels. Clearly, there is still some way to go before this
issue is resolved. In this document, we highlight important points raised by some participants in their
responses.
What are they amending?
The EC have proposed to insert Article 16a in the Delegated Regulation to restrict the scope of
the phrase ‘dealing on own account’ to exclude de facto riskless back-to-back transactions
(hereinafter ‘riskless trading’) in a financial instrument. If the amendment is adopted, the
definition of SI will effectively be changed as reproduced below:
“Systematic internaliser” means an investment firm which, on an organised, frequent systematic
and substantial basis, deals on own account when executing client orders outside a regulated
market, an MTF or an OTF without operating a multilateral system. [Article 4(1)(20), MiFID II]
An investment firm shall not be considered to be dealing on own account for the purposes of
Article 4(1)(20) of Directive 2014/65/EU where that investment firm participates in matching
arrangements entered into with entities outside its own group with the objective or consequence
of carrying out de facto riskless back-to-back transactions in a financial instrument outside a
trading venue.” [Article 16a, Delegated Regulation]
Before we delve any deeper, it is important to note the sharp contrast in the approach adopted by the
EC to tackle this issue. Hitherto, legislation and ESMA guidance sought to ‘prohibit’ riskless trading by
SIs, albeit, within the parameters of the SI regime. Conversely, the EC’s proposal is to ‘de-scope’ or
’deregulate’ riskless trading and take such trades out of the SI regime altogether. Prima facie, this
means that riskless trades (including matched principal trades) concluded by investment firms
outside the rules of a trading venue will never qualify as ‘dealing on own account’, and hence not
count towards such investment firms’ SI calculations. We will look at the implications of this change in
approach in more detail later in this document.
What is the impact on broker-dealers?
The Association for Financial Markets in Europe (AFME) in their response highlight the potential
impact of the amendment on investment firms that operate in dual capacity, i.e. broker and dealer.
AFME emphasise that the SI regime seeks to only regulate the ‘dealer’ capacity of an investment
firm; and brokerage activities of such firms should continue to remain unaffected by this proposal.
AFME’s concern is that a broad interpretation of the ‘prohibition on participating in matching
arrangements’ could capture the brokerage activities of broker-dealer firms. If such an interpretation
is adopted, this would mean that firms that act in dual capacity would not be able to access all
available liquidity on behalf of their clients, as opposed to other pure agency brokers who would be
able to access liquidity provided by SIs. Such an interpretation would seriously hurt investor interest
and the ability of broker-dealer firms to provide best execution to their clients. Therefore, AFME
strongly advocate a narrow interpretation of this phrase and reiterate that SI regime should only apply
to investment firms when acting in the capacity of ‘execution venues’ for a trade and not where they
act as brokers passing on a client order to another SI for execution.
What is the impact on prudential risk management?
In their reply, AFME bring attention of the reader to the impact the amendment could have on
prudential risk management of firms. A literal reading of ‘prohibition on carrying out de facto riskless
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back to back transactions’ could be interpreted to mean that SIs will never be allowed to hedge or
unwind the risk they take on by executing client orders. AFME contend that SIs can certainly not
accumulate risk they assume by internalising client orders and need to execute back-to-back
transactions to effectively transfer and manage risk. Failure to manage risk will result in build-up of
systemic risk in the market and such restrictions are also likely to discourage investment firms from
providing liquidity in SI capacity. Further, AFME argue on similar grounds that back-to-back
transactions should be allowed between sister firms to effectively manage risk at a group level.
The responses from Tower Research Capital Europe Limited, International Swaps and Derivatives
Association (ISDA) and Managed Funds Association (MFA) echoed the views stated above.
Following the consultation process and feedback from participants, the EC published their final
amendment text on August 29, 2017. In the final text, the EC have inserted wording and a recital
which clarifies that intra-group risk transfers are not within the purview of this amendment and should
continue to be permitted and treated as ‘dealing on own account’. The final text of the amendment is
subject to scrutiny by the legislators for a period of three months which may be extended by another
three months. If the amendment is adopted, it shall enter into force on the day following its publication
in the EU official journal.
Nasdaq and FESE in their responses supported the amendment and also pointed out that SI regime
should be aligned with the tick size regime in order to restrict SIs from offering marginally better
prices to clients. The other point they raise is about the time restriction on SIs to publish trade reports.
SIs are required to publish trade reports within 1 minute of execution, which in their opinion gives SIs
a considerable advantage over market makers that provide liquidity on trading venues.
What is the impact on instruments not subject to trading obligation?
MFA raised some pertinent points about the impact of the amendment on instruments that are not
subject to the trading obligation. They appear concerned that excluding riskless trading from the
purview of ‘dealing on own account’ is likely to negatively constrain the evolution of SI regime in fixed
income, ETF and derivatives markets.
MFA’s argument is that instruments not subject to the trading obligation may be traded by firms
outside the rules of an SI or a trading venue. Adopting the amendment would mean that riskless
trades concluded by investment firms will never be considered as ‘dealing on own account’ and
therefore such trades will not count towards SI thresholds/ calculations of such firms. For instance,
firms regularly transacting on a riskless OTC basis in ETFs may never become SIs and hence, may
never have to comply with pre trade transparency obligations.
Therefore, MFA contend that investment firms would have the option to execute transactions in such
instruments on a purely riskless OTC basis without ever being subject to the SI regime. As a
consequence, the desired transparency in such instruments may prove difficult to achieve.
Additionally, it is argued that such firms will not be required to produce RTS 27 reports and this would
leave a gaping hole in the Best Execution framework. These considerations render the amendment
effective only for instruments for which there is an obligation on firms to trade them on transparent
execution venues2; i.e. shares and certain derivatives.
MFA also urge the EC to reconsider their approach to solve this issue. The relevant extract from the
response is reproduced below:
“Based on the foregoing, we suggest that the Commission reconsider its approach to the issue. In
particular, we support an approach whereby any proposed changes to the definition of SI define
certain activities that cannot be undertaken under the SI regime, rather than generally excluding a
range of transactions and activities from the SI regime.”
2

Regulated Markets, MTFs, Equivalent 3rd Country Venues and Systematic Internalisers for Shares; Regulated Markets,
MTFs, Equivalent 3rd Country Venues and OTFs for Derivatives.
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How does the amendment create internal logical inconsistencies and legal uncertainties?
MFA argue that the amendment, if adopted, would introduce internal conflict between Level 1, 2 and
3 texts which would ultimately create legal uncertainty for participants. They highlight 3 such
discrepancies in texts as described below:
1. The amendment is in direct conflict with Recital 24 of MiFID II which says Matched Principal
Trading should be regarded as ‘dealing on own account’. It should be noted that under the
proposal Recital 24 would not be repealed but retained in Level 1 text as is. Recital 24 is copied
below:
“Dealing on own account when executing client orders should include firms executing orders from
different clients by matching them on a matched principal basis (back-to-back trading), which
should be regarded as acting as principal and should be subject to the provisions of this Directive
covering both the execution of orders on behalf of clients and dealing on own account.”
2. In Level 1, 2 and 3 texts, the authorities have used several terms to describe riskless trading, and
such use of multiple terms creates confusion and lends itself to speculation. In Level 1 text
legislators use ‘Matched Principal Trading’, ESMA Q&A use ‘riskless back-to-back transactions’
and the proposed amendment uses the term ‘de facto riskless back-to-back transactions’.
Similarly, Level 1 refers to a ‘multilateral system’, Level 2 uses the term ‘internal matching system’
and the amendment mentions ‘matching arrangements’. Whether all these terms are different or
identical – in law or in fact or both – is not described anywhere and this creates legal uncertainty
for participants.
3. The amendment proposes to take riskless trades out of scope of the bilateral SI regime. Recital 7
of MiFIR already took such trades out of scope of the multilateral regime. Given that riskless
trades are not to be governed by rules for multilateral systems and now bilateral systems as well;
there is legal uncertainty about how such trades will be regulated. Extract of Recital 7, MiFIR is
reproduced below:
“The definitions of regulated market and multilateral trading facility (MTF) should be clarified and
remain closely aligned with each other to reflect the fact that they represent effectively the same
organised trading functionality. The definitions should exclude bilateral systems where an
investment firm enters into every trade on own account, even as a riskless counterparty
interposed between the buyer and seller.”
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Appendix 1
Participant feedback
Participant
Federation of
European
Securities
Exchanges:
FESE
(Belgium)

Key Quote
FESE strongly supports the proposed draft Commission Delegated
Regulation which should close one of the loopholes. We believe the
proposed Article 16a deals both with the ‘internal’ riskless trading
(on a single SI) and the ‘external’ riskless trading (across multiple SIs),
regardless of whether such activity is pre-arranged via interconnected
networks or more informal, e.g. via ‘pinging’. At the same time, genuine
activity such as portfolio trades or swaps/CFD trades, will not be captured
by the proposed changes.
….
The capacity of SIs to improve prices without respecting tick sizes means
they will be able to offer (often meaningless) price improvement to their
clients. In conjunction with best execution requirements, this means SIs
are extremely likely to capture significant trading flows in the post-MIFID II
market structure.
….
The objectives of MiFID II are severely threatened by three major
loopholes giving an unfair and unjustified advantage to trading on SIs.
Should these loopholes not be addressed, there is a high risk
the unintended consequence of MiFID II will be a fundamental change of
market structure away from public, transparent, and multilateral markets to
private, opaque, and bilateral liquidity pools

Better Finance
(Belgium)

BETTER FINANCE strongly supports the proposed draft Commission
Delegated Regulation. We believe that Article 16a is relevant in order to
deal with the “internal” riskless trading – on a single SI – and the “external”
riskless trading – across multiple SIs, regardless of whether such an
activity is pre-arranged via interconnected networks or more informal
(such as via “pinging”). Simultaneously, genuine activities, such as
portfolio trades or swaps/CFD trades, will not be included in the proposed
changes.

….

Association for
Financial Markets in
Europe:
AFME
(United Kingdom)

We would also like highlight for the Commission another potential loophole
in respect of the SI regime, namely tick sizes. The capacity of SIs to
improve prices without respecting tick sizes means they will be able to
offer (often meaningless) price improvement to their clients. In conjunction
with best execution requirements, this means SIs are extremely likely to
capture significant trading flows in the post-MIFID II market structure. This
unlevel playing field is not justifiable; SIs should be subject to the same
obligations as trading venues in this respect.
We believe the legislative intent of these proposed amendments is to
ensure that investment firms when dealing on own account when
executing client orders are genuinely taking on risk. We are supportive of
this aim, however, we remain concerned that the drafting as proposed is
broad and open to interpretation such that we foresee a number of
unintended consequences.
….
It should be clear that brokerage activity is distinct from execution activity,
and both should continue to be permitted. Any new delegated legislative
provision should only seek to restrict riskless back-to-back transactions in
the scenario where as SI is treating itself as, and holding itself out as, the
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Participant

Anonymous
Company
(Netherlands)

Tower Research
Capital Europe
Limited

Key Quote
execution venue for the trade (as opposed to where the broker is passing
a client trade to another SI/execution venue).
Based on recent observations, we anticipate the primary model will be
agency brokers order-routing client flow to liquidity provider SIs on a
bilateral basis, or an SI interacting directly with clients, rather than two SIs
interacting back-to-back via a ‘network of interlinked SIs.
….
It will be plausible that SIs will execute bilaterally and take risk on book
while actual exposure may still be extremely limited (professional LPs
have many ways to manage exposure, including indirect hedging by
trading correlated products or hedging on a portfolio basis across different
timeframes), especially considering how “valuable” the relatively
uninformed client flow is to the SI and the transparency advantage the SI
has over the public market.
….
We note some have expressed concern that the prohibition on SIs
engaging in “internal” or “external” matching would constrain intra-group
risk management activities. By contrast, we believe this clarification may
help reduce the chance that SIs will offload SI risk intragroup to non-EU
entities in order to minimize or avoid EU prudential requirements.
….
We echo earlier comments calling for the need to address the core
elements making the SI regime inherently – and inadvertently –more
attractive than lit markets:
1. SIs can price improve out of compliance with the tick size regime
(better price);
2. transparency is limited (market impact will be limited); and
3. executions will not be subject to transaction fees (lower costs).
These elements will likely mean transactions on SIs achieve de facto Best
Execution based on an unlevel playing field with public markets. /
SIs are not explicitly included in (nor explicitly excluded from) the scope of
tick sizes under MiFID2/R. In light of MiFID 2’s trading obligation for
equities which treats trading venues and SIs on equal footing, this is no
longer justified. SIs will too easily be able to price improve compared to
public markets – even when executing in small sizes. Above standard
market size, nothing will restrict SIs’ ability to price-improve. When
combined with, as others have pointed out, SIs’ ability to cherry pick client
order flow and send only the most sophisticated or “toxic” order flow to the
public market, it means market makers who post firm and transparent
orders on the public order book will not only fail to see any reward, they
will actively be exposed to risk
Firms have at this point dedicated significant financial and
human resources towards preparing for MiFID 2, including the SI regime,
on the basis of the published text and the timing of these proposed
changes alongside other recent “guidance” creates significant uncertainty
for market participants.
The most appropriate time to make any necessary changes to the SI
regime would be 6-12 months following the implementation of MiFID 2.
….
Regarding the specific proposal subject to the current consultation, we
would echo the views of some other respondents in that we believe the
proposed additional wording could create further confusion. Tower
believes that all Investment Firms should have a robust risk management
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Participant

Managed Funds
Association (United
States)

French Banking
Federation (France)

AMAFI (France)

International Swaps
and Derivatives
Association (United
States)

Key Quote
framework and we believe elements of the Commission’s current draft
runs contrary to what we see as sound prudential risk management
practices.
MFA is concerned that, in the case of asset classes for which the trading
obligation does not apply, a large volume of such transactions will be
concluded outside a trading venue and outside the SI regime and thus
would not be subject to any pre-trade transparency regime. As a result,
there would be a loss of transparency for such transactions. We do not
believe this outcome is consistent with the intention of the Commission
and co-legislators when agreeing on MiFID II, and creates significant
transparency concerns.
FBF believes that riskless back-to-back trading should be allowed
between entities of the same group and, consequently, that such
arrangement should be prohibited only with entities that are not members
of the same group as the systematic internaliser.
For operational, commercial or risk management policies, an investment
firm may be entitled to set up, for the same asset class, two (or more)
systematic internalisers arrangement(s) in distinct legal entities and
possibly in different jurisdictions.
AMAFI shares EC analysis that the linking of several investment firms
operating under the systematic internaliser regime with other liquidity
providers, under a matching arrangement, or in such a way that this
linking has the same results as a matching arrangement, may end up with
a circumvention of MiFID 2.
Nevertheless AMAFI considers that it should be possible to organise
riskless back-to-back transactions between systemic internalisers within a
same group, provided that the group does not put in place riskless backto-back transactions arrangements with undertakings that are not
members of the same group as the investment firm
We note the European Commission’s concern regarding interconnected
systematic internalisers replicating broker crossing networks (BCNs),
particularly in shares, without being regulated as a systematic internaliser
or trading venue.
As drafted, however, we have concerns that the proposed wording could
be interpreted to restrict the ability of investment firms to act as brokers,
for example where a trade may be passed to another execution venue.
Such a restriction would significantly impair the ability of an investment
firm to access liquidity on behalf of their clients, and manage its risk.

Nordic Securities
Association
(Finland)

CFA Institute
(Belgium)

Furthermore, the provision also covers the non-equity market. This wide
scope came as a surprise to NSA, taking into account that the problem
which was identified and described in letters from both ECON - Mr.
Maijoor - to the Commission as well as in the Commission’s reply, clearly
related to broker crossing networks and interconnections between SIs and
other liquidity providers on the equity market.
We believe that the role of regulators is to ensure a level playing field for
market participants and to minimise the amount of regulatory arbitrage
that incentivises participants to misallocate resources. To this end, we are
supportive of the Commission’s proposed amendment to Article 1 of
Delegated Regulation 2017/565 to not consider a firm to be dealing on its
own account (i.e. acting as a systematic internalizer) when that firm
participates in activities that result in de facto riskless back-to-back
transactions outside a trading venue.
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Participant
Optiver
(Netherlands)

Nasdaq

Anonymous (United
Kingdom)

Anonymous (United
Kingdom)

Key Quote
If SIs are treated as a venue for the purpose of meeting the share trading
obligation, it is difficult to justify why SIs are not subject to the same
obligations when it comes to the tick size regime. But MiFID2/R allows SIs
to easily price improve as compared to public markets by potentially
infinitesimal amounts (e.g. a price improvement of 1/100 of a cent) – and
transact inside the best bid/offer. This meaningless price improvement will
however make SIs the de-facto destination of choice for Smart Order
Routers (SORs) seeking best execution, but in the long term, at great cost
for the public markets’ role in central price formation.
First, the ability of SIs to improve prices without respecting tick sizes
means SIs will be allowed to offer marginally better prices to clients. In
conjunction with best execution requirements, this means SIs are
extremely likely to capture significant trading flows. Second, control over
the timing of trade publication on SIs (up to 1 min) will give SIs a
considerable advantage over market makers on public markets. If these
loopholes are left unchecked, there is a risk of an unintended
consequence of MiFID II in the form of a fundamental change of market
structure away from public, transparent, and multilateral markets, to
private, opaque, and bilateral liquidity pools.
We are not aware of any network of systematic internalisers and liquidity
providers holding themselves out in the market as a single systematic
internaliser. Thus we cannot comment on the objectives of the new Article
16a..…however....we are concerned that the provision may be applied to
unduly constrain how systematic internalisers manage the risk they take
on in dealing bilaterally with other market participants.
By undertaking risk-facing transactions, SIs are a valuable source of
liquidity to market participants. …..We are pro-competition and support the
right of market practitioners to innovate and apply technological solutions
to regulatory challenges in the interests of efficiency and customer choice
(so long as these can be demonstrated to be regulatory compliant). We
believe there should be no protectionist tone directed at market
practitioners who seek to innovate.

Deutsche Bank
Global Equities

Appendix 2
Timeline of Events
Date

Document/ Provision/ Source

Event

15th May,
2014

Recital 24, MiFID II, Definition of SI
(Article 4(1)(20), MiFID II) and MPT
(Article 4(1)(38), MiFID II)

Level 1 unequivocally allows SIs to conduct MPT- without placing any restriction on the frequency or quantum

19th
December
2014

FESE response to ESMA
consultation on MiFID II/ MiFIR
Provisions

- FESE object to Level 1 text about potential exploitation of the freedom afforded to SIs to conduct MPT
- Raise concern about SI regime comfortably accommodating BCN- type activity
- Dispute the bilateral nature of SI activity; allege that in MPT, SIs interpose themselves for “fraction of time”
and take limited to no market/ counterparty risk
- Claim that unrestricted MPT by SI would tantamount to “OTF category within the equities space”

Sometime
in 2015

Recital 19, Delegated Regulation

- Level 2 (non binding) recital states that SIs may not conduct MPT on a “regular and not occasional” basis
- There is no further mention of this issue in rest of the Delegated Regulation
- Meaning of phrases “ functionally the same way as a trading venue” and “regular and not occasional basis”
are not elaborated

Letter to the EC by an MEP

- MEP informs the EC that certain brokers and liquidity providers are trying to replicate BCNs using a network of
SIs
- He states that an arrangement with interconnected SIs would operate in functionally the same way as a
multilateral system
- He also argues that this arrangement goes against the spirit of transparency provisions in MiFID II as SIs are
only required to be pre trade transparent in sizes upto SMS

ESMA’s letter to the EC

- ESMA approach the EC and warn them about certain investment firms intending to use interconnected SIs to
operate as BCNs.
- ESMA don’t want SIs to engage in riskless trades and emphasise that SI regime is characterised by “risk”
facing trades
- ESMA expand the scope of their scrutiny and “other types of back-to- back transactions” are added to the
discourse (until now it was limited to MPT) for the first time

Letter from the Vice President of the
EC to MEPs

- EC acknowledges concerns of market operators about interconnected SIs and potential circumvention of
MiFID transparency rules
- EC propose to engage in dialogue with ESMA and NCAs to agree an EU wide approach

ESMA Q&A

ESMA issue 2 Q&A and define what they will treat as “riskless back-to-back trading” and “ regular and not
occasional basis”

th

13
December
2016

st

1 February
2017

th

16 March
2017
rd

3 April
2017
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EC’s consultation on amending
definition of Systematic Internalisers

- EC launch consultation and propose to further qualify the definition of Systematic Internalisers
- This time they want to preclude SIs from engaging in “de facto riskless back- to- back transactions” – the full
impact of this amendment is debatable; but it can be said with some certainty that it goes beyond “riskless
back-to-back transactions”
- The proposed amendment also restricts SIs from entering into “matching arrangements”- likely wider
application compared to earlier prohibition on running “internal matching system”

th

EC publish feedback from
participants

- A number of Investment firms and market operators make representations to the EC
- Investment firms submit their views about impact on dual capacity of investment firms i.e. broker and dealer,
intra-group risk transfers and more generally, the SI regime
- Market operators support the amendment and reiterate their stance on alignment of SI regime with the
harmonised tick size regime

th

EC publish final draft amendment
text

- EC finalise their draft amendment text and clarify the position on intra-group risk transfers
- This text will be put to the legislators for their scrutiny. For this, they have a period of 3 months which they may
extend by another 3 months

20 June
2017

18 July
2017

28 August
2017
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Disclaimer
IMPORTANT: This electronic communication has been prepared by members of the Market Structure Team within the Equity Sales and
Trading department of the Global Markets Division of Deutsche Bank. References to “we” or “Deutsche Bank” are in reference to the Market
Structure Team. The Market Structure Team provides commentary related to trading and market structure and is not part of the Research
department of Deutsche Bank. The views expressed in this electronic communication may differ from those expressed by other departments
within Deutsche Bank, including the Research department.
Quantitative models, processes and parameters are subject to amendment, modification, adjustment and correction at Deutsche Bank’s
discretion, and may incorporate Deutsche Bank’s qualitative judgment. Deutsche Bank will from time-to-time run or update such models at its
discretion. Clients are responsible for making their own determination as to the suitability and appropriateness of such models for their
investment objectives.
This document is intended for information purposes only and does not create any legally binding obligations on the part of Deutsche Bank AG
and/or its affiliates (“DB”). Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into
any transaction. It does not constitute a recommendation or endorsement by DB of any investment, trading strategy or algorithm and should not
be relied upon by you to make a determination as to whether or not to invest or to use any strategy or algorithm.
When making an investment decision, you should rely solely on any specific final documentation relating to a transaction and not the summary
contained herein. DB is not acting as your legal, financial, tax or accounting adviser or in any other fiduciary capacity with respect to any
proposed transaction mentioned herein. This document does not constitute the provision of investment advice and is not intended to do so, but
is intended to be general information. Any product(s) or proposed transaction(s) mentioned herein may not be appropriate for all investors and
before entering into any transaction you should take steps to ensure that you fully understand the transaction and have made an independent
assessment of the appropriateness of the transaction in the light of your own objectives, needs and circumstances, including the possible risks
and benefits of entering into such transaction. For general information regarding the nature and risks of the proposed transaction and types of
financial instruments please go to www.globalmarkets.db.com/riskdisclosures. YOU SHOULD ALSO CONSIDER SEEKING ADVICE FROM
YOUR OWN ADVISERS IN MAKING ANY ASSESSMENT ON THE BASIS OF THIS DOCUMENT. If you decide to enter into a transaction with
DB, you do so in reliance on your own judgment.
The information contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in this document constitute our judgment as of the date of the
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and there
can be no guarantee that any projected results will be achieved. Past performance does not guarantee or predict future results. This material
was prepared by a Sales or Trading function within DB, and was not produced, reviewed or edited by the Research Department. Any opinions
expressed herein may differ from the opinions expressed by other DB departments including the Research Department. Sales and Trading
functions are subject to additional potential conflicts of interest which the Research Department does not face. DB may engage in transactions in
a manner inconsistent with the views discussed herein. DB trades or may trade as principal in the instruments (or related derivatives), and may
have proprietary positions in the instruments (or related derivatives) discussed herein. DB may make a market in the instruments (or related
derivatives) discussed herein. Sales and Trading personnel are compensated in part based on the volume of transactions effected by them. DB
seeks to transact business on an arm’s length basis with sophisticated investors capable of independently evaluating the merits and risks of
each transaction, with investors who make their own decisions regarding those transactions. The distribution of this document and availability of
these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without
our express written permission. DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR
OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM
ANY RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.
Deutsche Bank AG (the “Bank”) is a joint stock corporation incorporated with limited liability in the Federal Republic of Germany. It is registered
in the Commercial Register of the District Court, Frankfurt am Main under number HRB 30 000.
The Bank is authorised under German Banking Law (competent authorities: European Central Bank and the BaFin, Germany’s Federal Financial
Supervisory Authority) and, in the United Kingdom, by the Prudential Regulation Authority. It is subject to supervision by the European Central
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Bank and by the BaFin, and is subject to limited regulation in the United Kingdom by the Financial Conduct Authority and the Prudential
Regulation Authority. Details about the extent of the Bank’s authorisation and regulation by the Prudential Regulation Authority, and its
regulation by the Financial Conduct Authority, are available from the Bank on request.
The Bank is registered as a foreign company in the register of companies for England and Wales (registration number FC007615).
Under its European Passport, the Bank carries on banking and investment services in the United Kingdom through Deutsche Bank AG, London
Branch (“London Branch”) and is also authorised to provide such services into the United Kingdom from Germany and from its other EEA
branches.
Deutsche Bank AG, London Branch is registered as a branch in the register of companies for England and Wales (registration number
BR000005). Its registered address is Winchester House, 1 Great Winchester Street, London EC2N 2DB.
In addition to its above authorisations, the Bank is authorised by the Financial Conduct Authority to carry on investment services in precious
metals.
London Branch is listed as a member firm of the London Stock Exchange.

