[Your Firm's Letterhead]
[Date]

Financial Conduct Authority
12 Endeavour Square
London
E20 1JN

Dear Sir/Madam,

Re: Consultation Paper CP 23/31 - Share Buyback Safe Harbour and Disclosure Rules

Improving the Market and Enhancing Market Integrity

As the Head of Trading of a large UK based asset manager, we are committed to enhancing market integrity and improving the efficiency of market operations. Ensuring a fair and transparent marketplace is essential for fostering investor confidence and facilitating robust capital markets. By advocating for regulatory enhancements that promote market integrity, we aim to create a level playing field that benefits all market participants.

Importance of Well-Executed Share Buybacks for Investors

Approximately 50% of MSCI UK listed firms have repurchased over £100bn over the last two years. In the same period there has been a little under £3.5bn IPOs in the UK. Given the scale of buybacks, while we review our listing rules to help attract new issuers, it is paramount that we also take the time to consider if share buybacks are executed effectively as they could be. Issuers undertake these transactions on behalf of the shareholders who remain invested, the quality of execution and associated costs therefore directly impact the total returns of these shareholders. By considering our listing and regulatory rules, we can enable improvements that will enhance the execution quality of share buybacks. 

We appreciate the opportunity to provide feedback on Consultation Paper CP 23/31 regarding share buyback safe harbour and disclosure rules. Our insights aim to contribute to the development of a regulatory framework that not only ensures compliance but also enhances market efficiency and investor protection.


1) Safe Harbour Rules for Share Buybacks Relating to Market Abuse

In order to benefit from the exemption laid down in Article 5(1) of Regulation (EU) No 596/2014 an issuer needs to meet Article 3 Conditions for trading in the FCA’s Technical Standards. For issuer to stay within these safe harbours, then they are limited to only trade in the continuous phase of recognised investment exchanges. 

These restrictions hinder issuers from accessing a significant portion of available liquidity, limiting their ability to execute large equity orders efficiently. Moreover, the quality of permitted liquidity sources may not always be optimal, as highlighted by various studies, including ones carried out by the FCA. We believe that all available liquidity that the FCA considers to be suitable for investors to access, should be included within these safe harbours for issuers implementing share buybacks. The FCA can monitor for concerns of MAR, and the market can analyse issuers trading behaviour utilising the data contained with the daily Notification of Purchases information.


2) Timeliness of Notification of Purchases (RNS Transaction in Own Shares Notices)

The timeliness of disclosure for share buyback transactions is crucial in balancing market transparency with protecting shareholder interests. While disclosures are essential, excessive transparency can potentially impact market dynamics and investor returns negatively. The asset management industry is working hard to protect all investors from sensitive data leakage relating to their order flow. This work currently incorporates .... add some blub about broker aggregated flow data and exchange aggregated data, as well as things like ITCH and OUCH field issues in the past. 

In line with this work, it is our opinion that the timing of the release of the Notification of purchases UKLR 9.6.6 should be delayed from “no later than 7.30am on the business day following” the purchase date, to a significantly later release date. It is inconsistent with the aforementioned work we are doing with the industry, to require the release of highly price sensitive buyback information on T+1, which ultimately hurts the same shareholders performance, that we are trying to protect.

We would draw parallels with the SEC's modernization proposals for share repurchase disclosures and recommend a structured approach that balances transparency with operational efficiency. By adopting a model that provides detailed trading activity updates in quarterly reports, the UK can maintain our high levels of disclosure practices while mitigating the potential negative impacts of on shareholder returns.

Considering global practices in disclosure requirements, maintaining detailed disclosures with a substantial delay akin to the SEC's proposed framework could strike a balance between transparency and operational effectiveness.

We appreciate your attention to these critical issues and look forward to further discussions on enhancing share buyback regulations for the benefit of all market participants.

Yours sincerely,

[Your Name]
[Your Title]
[Your Contact Information]
