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MiFID II

• Best interests of client

• Best execution

• Reporting to client

• Client categorisation 

• Suitability and appropriateness

• Product governance

• Inducements (commissions, advice, research)

• Provisions on automated trading

• Market making requirements

• Exchange and trade venues 

system requirements

• Algo trading and registration

• New standardized tick size framework

• Obligation to display prices & volumes

• Extension of transparency to non-equities

• Double volume cap for dark pools

• Trading obligation

• Transaction reporting

• Data publication and access

• Staff must acquire appropriate

knowledge AND have 

appropriate experience

• Applies to anyone giving 

investment advice

• Firms must develop training to make 

up for any shortfall

• Member States will set their own

assessment standards

MARKETSINVESTORS
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PURPOSE OF THE ESMA GUIDELINES



PURPOSE

• Specify the criteria for the assessment of knowledge and competence for 

investment advisers and information givers

• Increase convergence in the knowledge and competence 

• Set minimum standards for the assessment of knowledge and competence

• Lead to increased investor protection
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GENERAL GUIDELINES

• Knowledge and competence for investment advisers should be at a higher 

level than for information givers

• Firms should ensure that staff providing relevant services possess the 

necessary knowledge and competence to meet relevant regulatory and legal 

requirements and business ethics standards

• Firms should ensure that staff know, understand and apply firm’s internal 

policies and procedures designed to ensure compliance with MiFID II

• Firms should ensure a proportionate application to reflect scope and services 

offered

• Employees must have an appropriate qualification and experience

• The compliance function should assess and review compliance with these 

guidelines and report to the management body
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WHAT THE GUIDELINES SAY

f. ‘Knowledge and competence’ means having acquired an appropriate 

qualification and appropriate experience to fulfil obligations in Article 24 and 25 

MiFID II in order to provide the relevant services. 

g. ‘Appropriate qualification’ means a qualification or other test or training course 

that meets the criteria set out by the guidelines. 
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CRITERIA FOR KNOWLEDGE AND 

COMPETENCE

a. understand the key characteristics, risk and features of those investment products available through 
the firm, including any general tax implications and costs to be incurred by the client in the context of 
transactions. Particular care should be taken when giving information with respect to products 
characterised by higher levels of complexity; 

b. understand the total amount of costs and charges to be incurred by the client in the context of 
transactions in an investment product, or investment services or ancillary services; 

c. understand the characteristics and scope of investment services or ancillary services; 

d. understand how financial markets function and how they affect the value and pricing of investment 
products on which they provide information to clients; 

e. understand the impact of economic figures, national/regional/global events on markets and on the 
value of investment products on which they provide information; 

f. understand the difference between past performance and future performance scenarios as well as the 
limits of predictive forecasting; 

g. understand issues relating to market abuse and anti-money laundering; 

h. assess data relevant to the investment products on which they provide information to clients such as 
Key Investor Information Documents, prospectuses, financial statements, or financial data; 

i. understand specific market structures for the investment products on which they provide information to 
clients and, where relevant, their trading venues or the existence of any secondary markets; 

j. have a basic knowledge of valuation principles for the type of investment products in relation to which 
the information is provided. 
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CRITERIA FOR KNOWLEDGE AND COMPETENCE 

FOR STAFF GIVING INVESTMENT ADVICE

• a. understand the key characteristics, risk and features of the investment products 
being offered or recommended, including any general tax implications to be incurred 
by the client in the context of transactions. Particular care should be taken when 
providing advice with respect to products characterised by higher levels of 
complexity;

MiFID definitions of investment products are:

 Financial instruments and structured deposits

 Shares

 Bonds

 Units in CIS

 Derivatives
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b. understand the total costs and charges to be incurred by the client in the context of 
the type of investment product being offered or recommended and the costs related to 
the provision of the advice and any other related services being provided;

c. fulfil the obligations required by firms in relation the suitability requirements 
including the obligations as set out in the Guidelines on certain aspects of the MiFID 
suitability requirements;

d. understand how the type of investment product provided by the firm may not be 
suitable for the client, having assessed the relevant information provided by the client 
against potential changes that may have occurred since the relevant information was 
gathered;

e. understand how financial markets function and how they affect the value and pricing 
investment products offered or recommended to clients;

f. understand the impact of economic figures, national/regional/global events on 
markets and on the value of investment products being offered or recommended to 
clients;
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g. understand the difference between past performance and future performance 
scenarios as well as the limits of predictive forecasting;

h. understand issues relating to market abuse and anti-money laundering;

i. assess data relevant to the type investment products offered or recommended to 
clients such as Key Investor Information Documents, prospectuses, financial statements, 
or financial data;

j. understand specific market structures for the type investment products offered or 
recommended to clients and where relevant their trading venues or the existence of 
any secondary markets;

k. have a basic knowledge of valuation principles for the type of investment products 
offered or recommended to clients
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OTHER REQUIREMENTS

• Clear distinction between roles of giving advice and giving information

• Annual review of individuals’ development and experience needs

- Assess regulatory developments

- Ensure staff hold appropriate qualification

- Ensure knowledge and competence is updated

- Continuing professional development

- Specific training on any new investment products

• Record keeping for knowledge and competence

• Supervision

- Appropriate level and intensity

- Knowledge and competence of supervisor

- Timescales
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• Firms should adopt a Code of Ethics to state its standards of business conduct 

and behaviour

• Employees to acknowledge that they have read, understood and complied with 

the Code of Ethics

• Firm provides mandatory training on products offered by the firm

• Firm must ensure staff are familiar with when conflicts of interest arise and how 

to manage them

• Suitability requirements

• Continuous professional development necessary in order to maintain the 

appropriate qualification
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WHAT TO CONSIDER



• Who is in scope?

• Choosing an appropriate qualification

• Record keeping

• Supervision and supervisors

• Who takes responsibility – HR or Compliance

• Knowledge and competence of the management body

• Diversity of the management body to present a variety of views and 

experiences
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