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Banks and other financial institutions must comply with the requirements 

of MiFID II by January 2017, whereas the MAD II package must be 
implemented by July 2016. Entities operating on the capital markets will 
have to adjust accordingly. Failure to comply could mean administrative 
and criminal sanctions, also for individuals. 

Reasons for changes 

The financial crisis and its aftermath revealed the need for changes in law and 
enforcement. The main goals of the adopted regulatory package include increased 
protection of capital market investors through greater safeguards of market 
participants, elimination of existing ambiguities and loopholes, and consolidation 

of the legal framework for all EU member states.  

Consequences for capital market entities 

Both the Markets in Financial Instruments Directive II (MiFID II) package and the 
Market Abuse Directive II (MAD II) cover a greater range of entities than the 
earlier regulations. Thus it is essential for capital market participants to review 
and adjust their operations to comply with the new requirements for transparency, 
fairness and professionalism. Capital market entities will be required to conduct 
their operations in a manner that complies with stricter regulations on market 
abuse, particularly as regulators will be vested with broader supervisory authority. 

This applies to the entity’s corporate governance, as well as limitations on 

investing in “dark pools,” greater control of algorithm trading systems, and 
obligations to provide reports to regulators. In the event of non-compliance with 
the new regulations, the consequences may involve criminal and administrative 
sanctions—as high as PLN 1 million in the case of individuals. 

A few works about MiFID II and MAD II 

This package of EU regulations is being implemented at a similar time because 
this is a condition for their effectiveness. Lack of implementation of MAD II/MAR 
would weaken the effectiveness of MiFID II. For these reasons, the changes to be 

introduced in this package are discussed together. 

Who is affected by the package? 

 Investment firms 
 Funds 
 Credit institutions 

 Members and participants in regulated markets, OTFs and MTFs 
 Market makers 
 Market operators 
 Issuers of certificates 

 Other non-exempt entities 

Key changes 

Market organization: 
 New definition of insider information 
 Change in method for performing reporting obligations 
 New benchmarks 
 Change in method for approving financial products 
 Expanded catalogue of financial instruments 
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Investor protection: 

 Acting in the best interest of the client, obligations to provide 
information to clients, providing advice 

 Introduction of investor protection rules and policies, including 
appropriate reporting and complaint mechanisms for customers 

 Offering services in a non-discriminatory, fair and transparent manner 
 Identifying and managing conflicts of interest 

 Pre- and post-transaction transparency 

Organization of capital market entities: 
 New organizational requirements (including capital requirements) and 

operating requirements for investment firms, OTFs and MTFs 
 Operating licences and conditions for investment firms, regulated 

markets and service providers, and procedure for issuance of licences 
 Regulation of activity involving order-matching and linked sales 

Supervision: 
 Increased competencies of supervisory regulators 

Timeframe 

EU member states must transpose MiFID II into national law by 3 July 2016, and 

the regulations enter into force on 3 January 2017. MAD II enters into force on 
3 July 2016. 

Compliance challenges 

Adjustment to these regulations by entities operating on the capital market is an 
obligation tied to serious sanctions for non-compliance. The degree of 
complication of the European regulations and their technical nature presents a 
difficult challenge for compliance officers and lawyers. Acting together they can 
help entities adjust properly to the regulations which will soon enter into force, 
providing support in the following areas: 

 Determination of the scope in which the regulations apply to the 
specific entity 

 Due diligence review of the organization, its corporate documents, and 
its internal policies and procedures related to services the organization 

performs on the capital market 
 Gap analysis and assessment of the risk of any discovered 

discrepancies between the organization and its internal procedures 

and legal regulations 
 Proposing appropriate solutions 
 Post-implementation audit 
 Training for personnel 

Effectiveness in introduction of organizational and procedural changes within the 
entity and subsequent evaluation can help the organization avoid legal liability 
while raising the level of investor confidence in the entity. 

 

The information in this document does not constitute legal advice. Persons interested in obtaining legal advice or more detailed information should directly 
contact the lawyer indicated above. Full list of offices of Eversheds International Ltd and contact details: eversheds.com 
 
© Wierzbowski Eversheds 2015. Wierzbowski Eversheds is a member of Eversheds International Ltd. 
 


