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Liquidity Landscape:  
Post Covid-19 
By Rebecca Healey, Charlotte Decuyper and Lara Jacobs, Global Markets Strategy & Insight 
and Gareth Exton and Joe Fields, Global Execution + Quantitative Services  
 

Overall Market Volumes 
As outlined last week, despite the recent rapid fall in market indices, the structure of the 
market and liquidity formation remains steady. The spike in SI activity on March 20th was due to 
quadruple witching and clients trading more global baskets looking for “guaranteed VWAP”. 
Subsequent activity reverted to an almost identical pattern to how liquidity formed in February 
– despite the significant jump in overall volume we saw in March (see Exhibits 1 and 2). 
 
Exhibit 1 and 2 

 

 

Source: Bloomberg 
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Lit Trading 
Regulatory concerns relating to the need to curtail dark trading continue to appear unfounded 
with lit trading activity increasing sharply in March due to the need for certainty of execution 
(see Exhibit 3). In addition, the percentage traded in auctions is in sharp decline, highlighting an 
increase in continuous lit trading, most likely due to a rise in algorithm trading to deal with 
recent volatility such as trading VWAP over the day.  
 
Exhibit 3 

 
Source: Bloomberg 

 
Dark Trading 
Although overall dark volumes peaked at over 10% of market activity in October last year and 
then January this year, dark trading as a percentage of overall activity has fallen back to 
between 8-9% with minimal change week on week from 8.6% to 8.7% despite the recent jump 
in volumes (see Exhibit 4).  
 
Exhibit 4 
 

 
Source: Bloomberg 
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Systematic Internalisers 
The uptick seen on Friday March 20th due to “quadruple witching” rebalancing has contributed 
to the significant spike in activity month on month with daily principal traded jumping to €38bn 
(see Exhibit 5). Subsequent activity last week fell back to a daily average of €13bn with an 
average order size of €24k (see Exhibit 6). 
 
Exhibit 5 

 
Source: Bloomberg 
 
Exhibit 6 
 

 
 
Source: Bloomberg 
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Large in Scale 
The decline in appetite for risk is further evidenced in the proportion of dark trading which is 
Large in Scale. While LIS peaked in at 40% of overall volumes in 2019, this has subsequently 
declined to 30% (see Exhibit 7). With PMs preferring to work orders in current market 
conditions rather than trading blocks, the risk of further regulatory change remains a 
significant challenge. Current ESMA proposals1 to remove Reference Price and Negotiated 
Trade waivers could have a profound impact on the make-up of dark trading and any 
subsequent ability for traders to find price improvement to meet best execution obligations.  
 
Exhibit 7 

 

Source: Bloomberg 
 
Average block execution sizes remain in decline (see Exhibit 8). The average market LIS 
execution size is now €807,764 vs. an average LIS execution size in Liquidnet of €1,271,896. 
 
Exhibit 8 

 

Source: Bloomberg 

 
 
1 https://www.esma.europa.eu/sites/default/files/library/cp_review_report_transparency_equity_dvc_tos.pdf  
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Periodic Auctions  
The share of periodic auctions continues to remain low, representing around 3% of total 
volumes (see Exhibit 1), however the average fill size continues to fall in both capped and 
uncapped names (see Exhibit 9). The decline in execution size is likely due to the increase in 
trading strategies such as VWAP and POV which are dependent on trading smaller slices over 
time periods. 
 
Exhibit 9 

 

 
Source: Bloomberg 
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Regulatory Change Across the Globe in the last week 
The regulatory links provided do not constitute an exhaustive list of all applicable rules and they 
do not and are not intended to constitute legal advice. They are provided on a non-reliance 
basis and all recipients should seek their own independent legal advice in relation to the 
covered matters. 

 
EMEA 
ESMA 
ESMA extends closing dates for open consultations by four weeks 
ESMA issues guidance on accounting implications of covid-19 
ESMA issues guidance on financial reporting deadlines in light of covid-19  
ESMA confirms application date of equity transparency calculations 
ESMA consults on guidance to address leverage risk under the AIFMD 
  
UK  
FCA and PSR respond to the CMA’s guidance on business cooperation under competition 
law11:06 
House of Lords EU Financial Affairs Committee recommendations on financial services after 
Brexit 
FCA’s expectations on financial resilience for FCA solo-regulated firms 
Statement of Policy: Delaying annual company accounts during the coronavirus crisis 
Joint statement by the FCA, FRC and PRA 
Temporary ban on net short positions by Austrian FMA 
Impact of the coronavirus on firms’ LIBOR transition plans 
Statement on bank branch opening 
Statement on UK markets 
FCA requests a delay to the forthcoming announcement of preliminary financial accounts 
Joint letter to the UK banks from HM Treasury, the Bank of England, and the FCA 
FCA and PRA guidance for firms on identifying key workers in financial services 
FCA confirms approach to MiFIR tick-size regime for systematic internalisers 
PRA Dear CEO letter on IFRS 9, capital requirements and loan covenants 
 
Germany BaFin 
Corona crisis: BaFin advises investors to exercise caution with buy recommendations for 
shares 
  
Consob 
Brexit: Consob draws operators' attention to the measures to be taken by 2020 
  
Swedish Financial Supervisory Authority  
FI expects banks and credit market companies to stop dividend payments 
  
  

https://www.esma.europa.eu/press-news/esma-news/esma-extends-consultations-response-dates
https://www.esma.europa.eu/press-news/esma-news/esma-issues-guidance-accounting-implications-covid-19
https://www.esma.europa.eu/press-news/esma-news/esma-issues-guidance-financial-reporting-deadlines-in-light-covid-19
https://www.esma.europa.eu/press-news/esma-news/esma-confirms-application-date-equity-transparency-calculations
https://www.esma.europa.eu/press-news/esma-news/esma-consults-guidance-address-leverage-risk-in-aif-sector
https://www.fca.org.uk/news/statements/fca-and-psr-respond-cmas-guidance-business-cooperation-under-competition-law
https://www.parliament.uk/business/committees/committees-a-z/lords-select/eu-financial-affairs-subcommittee/news-parliament-2019/fsab-letter-publication/
https://www.fca.org.uk/news/statements/fca-expectations-financial-resilience-fca-solo-regulated-firms
https://www.fca.org.uk/news/statements/delaying-annual-company-accounts-coronavirus
https://www.fca.org.uk/news/statements/joint-statement-fca-frc-pra
https://www.fca.org.uk/news/news-stories/temporary-ban-net-short-positions-austrian-fma
https://www.fca.org.uk/news/statements/impact-coronavirus-firms-libor-transition-plans
https://www.fca.org.uk/news/statements/statement-bank-branch-opening
https://www.fca.org.uk/news/statements/statement-uk-markets
https://www.fca.org.uk/news/statements/fca-requests-delay-forthcoming-announcement-preliminary-financial-accounts
https://www.gov.uk/government/publications/joint-letter-to-the-uk-banks-from-hm-treasury-the-bank-of-england-and-the-fca
https://www.fca.org.uk/firms/key-workers-financial-services
https://www.fca.org.uk/firms/information-firms-coronavirus-covid-19-response
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/letter/2020/covid-19-ifrs-9-capital-requirements-and-loan-covenants.pdf?la=en&hash=77F4E1D06F713D2104067EC6642FE95EF2935EBD
https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Meldung/2020_Corona/meldung_2020_03_24_corona_virus4_aktien_en.html
http://www.consob.it/documents/46180/46181/press_release_20200326.pdf/0b8ea79b-520f-4577-b128-f196cceff163
https://www.fi.se/en/published/press-releases/2020/fi-expects-banks-and-credit-market-companies-to-stop-dividend-payments/
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APAC 
Australia  
ASIC recalibrates its regulatory priorities to focus on COVID-19 challenges: 
Australia: Early release of superannuation have pushed super funds to ask government for a 
liquidity backstop facility 
Australia-Singapore agreement to promote data connectivity, digital economy 
Guidelines for meeting upcoming AGM and financial reporting requirements  
APRA suspends work on new data collection solution  
  
Hong Kong 
Hong Kong introduces legislation to enhance regulatory framework for insurers: 
SFC issues guidance to fund industry amidst COVID-19 outbreak 
 
Taiwan 
TWSE launches new continuous trading system for equities 
 
India 
India regulatory measures taken by SEBI in view of ongoing market volatility 
India SEBI grants compliance relief to market participants 
 
Malaysia 
Malaysia suspends short-selling, grants relief to licensed entities  
  
US 
SEC Provides Additional Temporary Regulatory Relief and Assistance to Market Participants 
Affected by COVID-19 
SEC Extends Conditional Exemptions from Reporting and Proxy Delivery Requirements for 
Public Companies, Funds, and Investment Advisers Affected By Coronavirus Disease 2019 
(COVID-19) 
SEC Provides Temporary Additional Flexibility to Registered Investment Companies Affected 
by Coronavirus 
Federal Reserve offers regulatory reporting relief to small financial institutions affected by the 
coronavirus 
Federal Reserve provides additional information to financial institutions on how its supervisory 
approach is adjusting in light of the coronavirus 
Federal Reserve Board announces technical change to support the U.S. economy and allow 
banks to continue lending to creditworthy households and businesses 
Federal Reserve issues FOMC statement 
No Action Letters from the Division of Investment Management 
Order Under Section 15B of the Securities Exchange Act of 1934 Granting an Exemption for 
Municipal Advisors from Specified Provisions of the Securities Exchange Act and Rule 15Ba1-
5(a)(1) Thereunder 
Order Granting Application by The Financial Information Forum and Security Traders 
Association for a Temporary Exemption Pursuant to Rule 606(c) of Regulation NMS Under the 
Exchange Act in Response to the Effects of COVID-19 
Order Under Section 36 of the Securities Exchange Act of 1934 Modifying Exemptions from the 
Reporting and Proxy Delivery Requirements for Public Companies 
 
 

file:///C:/Users/cdecuyper/Documents/-%09https:/asic.gov.au/about-asic/news-centre/find-a-media-release/2020-releases/20-070mr-asic-recalibrates-its-regulatory-priorities-to-focus-on-covid-19-challenges/
https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-releases/supporting-australian-workers-and-business
https://www.dfat.gov.au/trade/services-and-digital-trade/Pages/australia-and-singapore-digital-economy-agreement
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2020-releases/20-068mr-guidelines-for-meeting-upcoming-agm-and-financial-reporting-requirements/
https://www.apra.gov.au/email-apra-announces-temporary-suspension-of-apra-connect-data-collection-solution-project
https://www.info.gov.hk/gia/general/202003/20/P2020031900601.htm
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=20PR25
https://www.regulationasia.com/twse-launches-new-continuous-trading-system/
https://www.sebi.gov.in/media/press-releases/mar-2020/regulatory-measures-taken-by-sebi-in-view-of-ongoing-market-volatility_46389.html
https://www.sebi.gov.in/media/press-releases/mar-2020/sebi-s-decisions-to-reduce-compliance-burden-on-market-participants_46414.html
https://www.sc.com.my/resources/media-releases-and-announcements/sc-and-bursa-suspend-short-selling-amid-covid-19-volatility
https://www.sec.gov/news/press-release/2020-74
https://www.sec.gov/news/press-release/2020-73
https://www.sec.gov/news/press-release/2020-70
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20200326b.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20200324a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20200323a.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323a.htm
https://www.sec.gov/investment/investment-company-institute-032620-17a
https://www.sec.gov/rules/exorders/2020/34-88491.pdf
https://www.sec.gov/rules/exorders/2020/34-88478.pdf
https://www.sec.gov/rules/exorders/2020/34-88478.pdf
https://www.sec.gov/rules/exorders/2020/34-88465.pdf
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Looking Ahead 
With the level of regulatory change continuing, market participants and those who service 
them not only need to stay alert to the level of change but also its impact on market structure 
and liquidity formation.  The Liquidnet Market Structure team continues to engage with the 
industry, regulators and policy makers to provide insight and feedback on market 
developments. Recent publications include: 

• Top things you need to know about the latest ESMA Consultation Paper on Equity 
Transparency: http://bit.ly/3bj1u2q 

• Potential impacts of the proposed plans from the latest ESMA Consultation Paper: 
http://bit.ly/2xE3Nxn  

• Reconstructing unbundling, Canary in the Coalmine 3: http://bit.ly/2U6Ev45 

 
Watch out for forthcoming publications  

• Top things you need to know about the latest EU Commission Consultation Paper  

• Solving the SME research conundrum  

• Top things you need to know about the latest ESMA Consultation Paper on  
Non-Equity Transparency 
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