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Dear CBOE Members: 

 

On June 12, 2003, CBOE begins a new era with the introduction of CBOEdirect HyTS, a 

revolutionary hybrid trading platform.  With the launch of hybrid trading, CBOE 

becomes the first exchange to truly marry the speed and efficiency of screen-based 

trading with the liquidity and price discovery of a competitive, open outcry marketplace.  

The robust technology encompassed in CBOEdirect HyTS will enable DPMs and market 

makers to display deeper, tighter markets in order to compete more aggressively with 

both screen- and floor-based competitors. 

 

Each chapter in CBOE’s remarkable history has been chronicled by the Exchange’s 

ability to innovate and by the willingness of its membership to step up and compete.  The 

ability to stream individual quotes, to post “quotes with size” and to better − and more 

quickly − execute orders will provide CBOE market makers with the tools needed to 

outpace, outprice and outperform the competition.  Ultimately, though, it is the drive and 

the competitive prowess of our members that will decide the day.   It is your willingness 

to compete that will bring new business to the CBOE trading floor. 

 

CBOEdirect HyTS was crafted as a multi-faceted trading environment, fusing the 

synergies between floor- and screen-based trading.  The system will provide a dynamic 

marketplace, implementing key elements of both environments, including:     

 

• Individual Streaming Quotes 

CBOEdirect HyTS allows in-crowd market makers to input their individual real-time, 

streaming quotes into the trade engine, reflecting their own trading interest, price and 
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size.  CBOE will disseminate the composite best bid and offer, resulting in tighter, 

deeper markets that can be accessed electronically by customers.  

• Point & Click Execution for Customers 

Through a licensing agreement with Belzberg Technologies, CBOE is now offering to 

member firms the HyTS Terminal − a universal, multifunctional trading solution 

workstation for member firm customers.  The CBOE HyTS Terminal will provide 

customers point-and-click, electronic access to CBOE as well as electronic access and 

order routing to any options, futures, and stock exchanges.  The HyTS Terminal also 

offers other complete access to market data, streaming quotes and order management 

− all on a single screen. 

• Open Access to the Order Book 

Because market makers will now have real-time quoting capability and the ability to 

access the book electronically, CBOE, for the first time, will allow for the “opening 

of the book” to firm and non-market maker B/D orders.   

• Unique Matching Algorithm 

The CBOEdirect HyTS unique matching algorithm was designed to retain the priority 

of public customer orders that CBOE has always afforded. Additionally, participation 

rights are awarded to other market participants based on a formula that rewards deep 

liquidity, as well as competitive pricing. 

• Potential for Price Improvement 

CBOE believes that there is value in the face-to-face, open outcry marketplace.  The 

Hybrid Trading System, CBOEdirect HyTS, is more than the sum of its parts: 

delivering the speed and efficiency of a screen-based system, while retaining the 

benefits inherent in an open outcry, competitive marketplace − including superior 

price discovery that allows for price improvement. 
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• Commitment to Customer Service 

The benefits of a floor-based market, with face-to-face interaction will be retained, 

allowing customers to choose to have floor brokers represent large or complex orders 

in person.  Customers will continue to have the ability to have their floor brokers 

represent an order in a trading crowd and request markets. Trading crowds, as is the 

case today, may continue to offer price improvement to orders of size, complex 

orders, and other orders that are exposed to the open outcry, auction market 

environment.  This is a significant advantage not available in an exclusively screen-

based environment.  

 

The Hybrid rollout will begin June 12 in Harmony Gold Mining Options, Post 3, Station 

3. Individual classes will be phased-in throughout the remainder of the year.  We expect 

to have the most actively traded options classes, which account for approximately 80% of 

the U.S. options volume, available on the Hybrid by year-end.   
 

As CBOE celebrates its 30th anniversary this year, it is fitting that we are redefining the 

industry we created in 1973.  As we stand on the threshold of a new era in the options 

business, we would like to take this opportunity to express our sincere gratitude to the 

entire CBOE community involved in driving the Hybrid − from our members and 

member firms who have devoted significant time and resources to the launch, to the 

many members, member committees and staff who dedicated countless hours to creating 

the Hybrid.  This initiative was a tremendous undertaking from concept to completion, 

and we truly appreciate all of your efforts in making CBOEdirect HyTS a reality.     

 

Sincerely, 

 

 

 

     Bill Brodsky          Mark Duffy            Ed Joyce 

Chairman and CEO                      Vice Chairman                 President and COO 
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