Best Execution Policy

1.

Purpose
This policy document (this “Policy”) sets out information on Bank of Valletta plc’s (referred to “we” or “BOV” or the
“Bank”) arrangements for order execution based on the interpretation of key provisions of MiFID II, the rules and
guidelines issued by the MFSA and any other applicable law and regulations.

2.

Scope
This Policy applies equally to the Bank’s clients (referred to as “client” or “you”), that are Retail Clients or Professional
Clients (including Eligible Counterparties).
If you are a Professional Client we may, however, agree with you in advance to apply differing standards in accordance
with applicable best execution regulations.

3.

Best Execution Factors
MiFID II requires the Bank to take all sufficient steps to obtain, when executing orders, the best possible result for its
clients, taking into account price, costs, speed, likelihood of execution and settlement, size, nature or any other relevant
order execution consideration, whether we are executing orders on behalf of clients or placing orders with, or passing
orders to, others for execution.
This overarching obligation to obtain the best possible result for clients is referred to as our obligation of Best Execution.
When executing client orders, the Bank will take into account the following criteria to determine the relative importance
of the factors referred to above:

a.
b.
c.
d.

the characteristics of the Client including the regulatory categorisation;
the characteristics of the Client Order;
the characteristics of the Financial Instruments that are the subject of that Client Order; and
the characteristics of the Execution Venues to which that Client Order can be directed.
For Retail Client Orders, best execution is primarily determined in terms of total consideration. Total consideration is
the price of the relevant Financial Instrument, plus the costs related to execution, including all expenses incurred by you
which are directly related to the order such as execution venue fees, clearing and settlement fees and any other fees
paid to entities or agents involved in the order (express costs) and implicit costs such as market impact.
While the same process is applied in practice for orders we execute for Professional Clients (including
Eligible Counterparties), we may also bear in mind your investment objective on a case by case basis when determining
how to achieve the best outcome for your order and total consideration may no longer be the overriding factor.
There are other execution factors to be considered and which may be used over the immediate price and cost
consideration but only insofar as they are instrumental in delivering the best possible result in terms of total consideration.
These factors are:

i.
ii.
iii.
iv.
v.

speed of execution;
likelihood of execution and settlement;
size and nature of order;
market impact; and
any other implicit transaction costs.
In coming to our determination, we will consider the type of Financial Instrument that is the subject of the order, the
type of order and its specific characteristics, such as the size of the order and liquidity, as well as the execution venues
to which the order could be directed.
Client instructions and market impact will be crucial in the selection process but we will also consider other factors such
as time of day, any Limit Order instructions, and spread.
Specific client instructions
Where you give us a specific instruction as to the execution of an Order, the relevant part of the Order will be executed
in accordance with those instructions.
Clients should be aware that by providing specific instructions may preclude us from taking the steps we have
established to enable the Bank to obtain the best possible result for the execution of such Order.
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4.

Trading Venues and Execution Venues
A list of the Trading Venues and Execution Venues used by the Bank in respect of each class of Financial Instruments
can be found at www.bov.com. This list of Trading Venues and Execution Venues is provided for indicative purposes
only and includes those Trading Venues and Execution Venues on which the Bank relies most. Hence, the Bank
reserves the right to use other Trading Venues or Execution Venues, where it considers appropriate, in accordance
with our Best Execution Policy. The Bank may add or remove any Trading Venues and Execution Venues from this list.
The Bank will regularly assess the Trading Venues and Execution Venues available in respect of any Financial Instruments
that the Bank trades to identify those Trading Venues and Execution Venues that will enable it, on a consistent basis,
to obtain the best possible result when executing Orders. Following such assessment, the list of Trading Venues and
Execution Venues will be updated if and where necessary. Clients are advised that they will not be notified separately
of any changes to the Trading Venues and Execution Venues. Therefore, it is important that clients refer to the list of
Trading Venues and Execution Venues at www.bov.com from time to time for the current list of Trading Venues and
Execution Venues.

5.

Choosing a Trading Venue or Execution Venue (“Venue”)
In order to choose a Venue for a Client Order, the Bank shall ordinarily use the following methodology:

i. Each Client Order will be treated individually. In this respect, the Bank will not execute a Client Order, whether all or in
part, by crossing it with a matching Client Order from another Client;
ii. BOV itself will not act as the Execution Venue;
iii. Subject to the above, when placing Client Orders, the Bank is required to choose a Venue that it considers the most
appropriate. In doing so, the Bank must assess the Venues available in order to identify those that will enable it, on a
consistent basis, to obtain the best possible result for executing Client Orders;
iv. The Bank is required to take steps so that it does not structure or charge its commissions in such a way as to
discriminate unfairly between Venues.
6.

Execution Methodology
The Bank will execute a Client Order by one of the following methods or combination of methods:

i. On exchange
Directly with a Trading Venue (ie. a Regulated Market (“RM”), Multilateral Trading Facility (“MTF”), or Organised Trading
Facility (“OTF”) or, where the Bank does not have direct market access to the relevant Trading Venue, with a third party
participant with whom the Bank has entered into an agreement for the execution of Client Orders for that Trading Venue.
ii. Outside of a Trading Venue (“off-exchange”)
Directly with a Systematic Internaliser (“SI”) or Market-Maker (“MM”) with whom the Bank has established trading
arrangements, or by placing Client Orders with a third party with whom the Bank has an agreement for handling our
Clients’ Orders. BOV shall place a Client Order with an agent only if it is unable to execute the Client Order ourselves.
Our typical dealing arrangements for different types of investment
A.
(i)

Equities (or “shares”)
Maltese Equities – Maltese equities listed and traded on Malta Stock Exchange plc (“MSE”) will be executed directly on
the market by us as members of the MSE. Given the size and volumes generally traded on this Venue as well as the
absence of Market Makers, we would consider this market to be relatively illiquid meaning that executing even relatively
modest Client Orders expeditiously at “Market” (i.e. otherwise than a Limit Order) may result in large price movements,
which, by and large, will not give a Client the best possible result. Accordingly, the Bank’s policy is that Client Orders in
relation to Maltese equities will, unless the Client expressly requires otherwise, be treated as Limit Orders subject to a
maximum / minimum price of up to 5% from the last closing price for that equity.
(ii) International Equities – International Equities are largely executed using other entities’ Direct Market Access electronic
facilities. This provides us with the ability to select various trading strategies provided by an approved counterparty
panel. We utilise the exchange membership and trading strategies offered by the counterparty.
Orders are executed via different Execution Venues which can be directly on exchange, via MTFs or directly with an
approved counterparty. This is done either automatically via routing rules which are available on selected exchanges or
routed manually by a dealer.
Various proprietary trading algorithms of counterparties may also be used in determining the appropriate strategy to
achieve best execution and an execution fee is levied by the counterparties.
(iii) Limit Orders – In some cases, we believe that immediately publishing your unexecuted limit orders may not be in your
best interests and may result in us not achieving the best possible result for you, particularly where this concerns best
total consideration, speed and certainty of execution, market impact and avoidance of partially filling your order. Under
these circumstances, we will apply our discretion as to when and how your unexecuted limit orders are made publicly
available.
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B.

Debt Securities (or “bonds”)
The debt market in some locations is not centrally organised, and for many non- government issues, is not a liquid
market. Where liquidity is available orders are largely executed via MTFs or, exceptionally, directly with an approved
counterparty on a request for quote basis to determine the most competitive overall pricing for the size of order
concerned, where liquidity does not exist orders will be dealt manually in order to identify counterparties that are
quoting prices in the security concerned.
In relation to bonds listed on MSE, we similarly apply a Limit Order policy (unless the Client expressly requires otherwise)
that the purchase / sale price is subject to a maximum / minimum price of up to 5% from the last closing price for that
bond.

C. Collective Investment Schemes
We will usually trade directly (or through our agents, see Para 7 below) with the fund manager or fund administrator.
D. Over the counter products
Over the counter products are products that are traded other than on a trading venue (for example structured products).
Over the counter products are dealt either directly between us and our client, or may be sourced via a counterparty or
other third party.
The order routing process will depend firstly on the execution factors. Further issues that may affect the order process
are the following: (i) for bespoke, highly negotiated transactions or for those which may be original trading ideas or for
which we have a duty of confidentiality to the originating firm, we will route such orders exclusively to the originating firm
since there will be no other available market liquidity within a reasonable timeframe; and (ii) for some more standardised
products, we will usually select and price poll from a shortlist of counterparties identified by us to be among the most
competitive in the field concerned.
E.

Foreign Exchange (or “FX”)
Under normal market conditions and based on the consideration of the execution factors, we would normally act in a
principal capacity as counterparty. Orders undertaken with BOV as principal are subject to the same Best Execution
criteria as trades done with any other counterparty.
In the event that we cannot execute electronically we will execute manually. In certain circumstances and depending on
the product type, we also use non-BOV FX counterparties to fulfil our best execution obligations.
For options and dual currency investments/ double currency unit trades, we will normally request a price from more
than one counterparty.

7.

Reception and Transmission of Orders
Subject to any specific instructions that clients may give the Bank under Para. 3 above, the Bank may transmit an Order
received from a Client to a subsidiary or associate of BOV, or to a third party entity, for the execution of that Client Order.
In so doing, the Bank will nonetheless act in your best interest in accordance with Paras 2 and 3 above.

8.

General terms of order handling
The Bank is required to execute Clients Orders in a prompt, fair and expeditious manner. The Bank will execute
comparable Client Orders sequentially in accordance with the time of their reception unless:

i. Otherwise instructed by the Client;
ii. There is a system failure or due to regulatory restrictions;
iii. The characteristics of the Client Order or prevailing market conditions make this impracticable; or
iv. The interests of the Client require otherwise.
Since it is the Bank’s policy to treat Client Orders individually, order aggregation will seldom be used. In those rare
instances where the Bank receives different Client Orders at the same time and it is in a position to expedite execution
by aggregating the individual orders, the Bank will consider order aggregation. However, the Bank will not aggregate
Client Orders if the relevant aggregation of orders and transactions will work to the overall disadvantage of any client
whose order is to be aggregated. In those circumstances where individual client orders, or part thereof, need to be
disadvantaged to achieve the order aggregation, we will only proceed with the aggregation if we disclose to each Client
whose order is to be aggregated that the effect of aggregation may work to its disadvantage in relation to a particular
Order.
In the case of Limit Orders in respect of shares admitted to trading on a RM which are not immediately executed under
prevailing market conditions, the Bank will pass that Order to the relevant Trading Venue, unless:
i. Expressly otherwise instructed by the Client; or
ii. Limit Order is expected to disrupt the maintenance of an orderly market on the relevant Trading Venue.
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9.

Dealing in volatile markets and during periods of high trading activity
The Bank`s clients should be cognisant with the risks of dealing in volatile markets, and during periods of high trading
activity.
Such risk include but are not limited to:

•

Substantially different price at execution from quoted bid or offer or the last reported price at the time of order placing
by the client, as well as partial executions or execution of large orders in several tranches at different prices;

•

Delays in executing orders especially those where the Bank has to send to external market makers, route manually or
manually execute orders;

•

Bids that equal the order or are higher than the offer which may prevent execution;

•

Other orders with an earlier timestamp.
Price volatility may also affect order execution. When there is a high volume of orders in the market, order back logs
can occur. This results in more time to execute pending orders. Such delays are caused by different factors such as
but not limited to:

a.
b.
c.
d.

The number and size of orders being processed;
Capacity constraints and possible system suspensions or failure deriving from the exchange, other firms or the Bank;
The speed at which current quotations are provided to the Bank or other brokerage firms.
Any other event that may preclude the ordinary execution of trades.

10. Additional Information
Top 5 Execution Venue Reporting
With effect from 3 January 2018 we are required to publish, the top 5 execution venues we have used to execute
orders as well as the top 5 counterparties to which orders were placed or transmitted in terms of trading volumes, in the
preceding year, together with information on the quality of execution obtained. This report will be per class of financial
instrument and for Retail Clients and Professional Clients.
The report will be available on www.bov.com.
11. Monitoring and Review
The Bank will monitor the effectiveness of its order execution arrangements and this Policy in order to identify and,
where appropriate, correct any deficiencies. In particular, it shall assess, on a regular basis, whether the execution
venues disclosed as per above provide for the best possible result for the client or whether it needs to make changes
to its execution arrangements, particularly with third parties.
The Bank will review this Policy at least annually, and whenever a material change occurs that affects the Bank’s ability
to continue to obtain the best possible result for its clients. The Bank will inform its clients of any material changes to its
order execution arrangements and/or to this Policy by posting an updated version of this document on www.bov.com.
A copy of the Bank’s Order Policy may also be obtained from any BOV Branch.
12. Consent
Notification of this Policy to Clients, shall be considered tantamount to obtaining the clients’ consent. When executing
a client’s order outside a Trading Venue, the Bank is required to obtain client’s prior express consent. Clients will be
required to give their express consent in the relative order form at the time of placing the order.
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GLOSSARY
Ancillary Service means any of the services listed in Section B of Annex I of MiFID II.
Client means any natural or legal person to whom an investment firm provides Investment and/or major Ancillary
service.
Client Order means an instruction to buy or sell a Financial Instrument which is accepted by BOV for execution or
transmission to a third party.
Execution Venue means a broker, counterparty, a Systematic Internaliser, or a Market Maker or other liquidity provider
or an entity that performs a similar function in a third country to the function performed by any of the foregoing.
Financial Instruments means those instruments specified in Section C of Annex I of MiFID II.
Limit Order means an order to buy or sell a financial instrument at its specified price limit or better and for a specified
size
Market Maker means a person who holds himself out on the financial markets on a continuous basis as being willing to
deal on own account by buying and selling financial instruments against his proprietary capital at prices defined by him.
MFSA means the Malta Financial Services Authority.
MiFID II means Directive 2014/65/EU of the European Parliament and the Council of 15 May 2014 on Markets in
Financial Instruments and any implementing directives and regulations.
Multilateral Trading Facility or MTF means a multilateral system, operated by an investment firm or a market operator
which brings together multiple third-party buying and selling interests in financial instruments – in the system and in
accordance with non-discretionary rules – in a way that results in a contract in accordance with the provisions of Title
II of MiFID II.
Professional Client means a client meeting the criteria laid down in Annex II of MiFID II.
Organised Trading Facility or OTF means a multilateral system which is not a regulated market or an MTF and in
which multiple third-party buying and selling interests in bonds, structured finance products, emission allowances or
derivatives are able to interact in the system in a way that results in a contract in accordance with Title II of MiFID II.
Retail Client means a client who is not a Professional Client.
Systematic Internaliser means an investment firm which, on an organised, frequent and systematic basis, deals on
own account by executing client orders outside a Trading Venue.
Trading Venue means a Regulated Market, an MTF or an OTF.
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