
  
Regulatory Circular RG11-093 

 
To:  CBOE & CBSX Trading Permit Holders 

CBSX Market-Makers 
From:  Trading Operations & Department of Regulated Entities  
Date:  August 3, 2011  
Re:   Individual Stock Trading Pause Pilot Expansion & 

Related Amendments to CBSX Market-Maker Pricing Obligations 
              
 
This circular is being issued to advise CBOE and CBSX Trading Permit Holders of changes to 
the individual stock trading pause pilot that will become effective August 8, 2011.  In addition, 
this circular is being issued to advise CBSX Market-Makers of related changes to CBSX Market-
Maker pricing obligations that will also become effective August 8, 2011.  
 
Individual Stock Trading Pause “Phase III” Amendments 
 
The individual stock trading pause pilot currently provides for trading pauses due to 
extraordinary market volatility in individual stocks included in the S&P 500 Index and in the 
Russell 1000 Index and in a specified list of Exchange Traded Products (collectively referred to 
as the “Phase I and II Stocks”).  Under the pilot, trading in a stock, as well as in the individual 
equity option class overlying the stock, will pause between the hours of 8:45 a.m. and 2:35 p.m. 
(all times are Central Time), or in the case of an early scheduled close, 25 minutes before the 
close of trading, if the price of the stock moves by a specified percentage within a 5-minute 
period (the “Threshold Move”), as calculated by the primary listing market.  The specified 
percentage for Phase I and II Stocks is 10% or more.     
   
The Securities and Exchange Commission (“SEC”) recently approved a rule change to expand 
the individual stock trading pause pilot to include all other NMS stocks that are not already 
included within the pilot (collectively referred to as the “Phase III Stocks”), but to apply the 
following wider Threshold Move percentages to the newly added stocks:   
 

• Phase III Stocks with a Price Equal or Greater than $1:  The Threshold Move will be 30% 
or more with respect to all other NMS stocks with a price equal to or greater than $1. 

• Phase III Stocks with a  Price Less than $1:  The Threshold Move will be 50% or more 
with respect to all other NMS stocks with a price less than $1. 

 
The determination that the price of a stock is equal to or greater than $1 or less than $1 will be 
based on the closing price on the previous trading day or, if no closing price exists, the last sale 
reported to the Consolidated Tape on the previous trading day.  As noted above, this pilot 
expansion will become effective beginning August 8, 2011. 
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For additional information on the CBSX and CBOE procedures for trading pauses, please refer 
to Regulatory Circulars RG10-68 and RG10-98. 
 
CBSX Market-Maker Pricing Obligations 
 
In conjunction with the pilot expansion, there was also a change made to the existing pricing 
obligations for CBSX Remote Market-Makers, DPMs, and LMMs (collectively “CBSX Market-
Makers”).  As described in more detail below, the rule change decreases slightly the “Designated 
Percentage” and “Defined Limit” percentages applicable to Phase III Stocks priced equal to or 
greater than $1.   
 
Currently, for each stock in which a CBSX Market-Maker is registered, the Market-Maker is 
required on a continuous basis to maintain two-sided quotations when the CBSX Market-Maker 
is quoting in the stock during CBSX Regular Trading Hours that satisfy certain size1 and pricing 
obligations; however, these obligations (i) do not commence during any trading day until after 
the first regular way transaction on the primary listing market for the stock, as reported by the 
responsible single plan processor, and (ii) are suspended during a trading halt, suspension, or 
pause, and do not recommence until after the first regular way transaction on the primary listing 
market in the stock following such halt, suspension, or pause, as reported by the responsible 
single plan processor.2  

  
With respect to the pricing obligations in particular, at the time of entry of bid interest satisfying 
a CBSX Market-Maker’s two-sided quoting obligation, the price of the bid interest must not be 
more than a Designated Percentage away from the current National Best Bid or if there is no 
National Best Bid, not more than Designated Percentage away from the last reported sale from 
the responsible plan processor.  In the event that the National Best Bid or, if there is no National 
Best Bid, the last reported sale increases to a level that would cause the bid interest of the two-
sided quoting obligation to be more than the Defined Limit away from the National Best Bid or 
last reported sale, as applicable, or if the bid is executed or cancelled, a CBSX Market-Maker 
must enter new bid interest at a price not more than the Designated Percentage away from the 
then current National Best Bid or, if no National Best Bid, the last reported sale or identify to the 
Exchange current resting interest that satisfies the two-sided quoting obligation.  Parallel pricing 
obligations apply for offer quotations.  
 

                                                 
 1 With respect to the size obligation, the interest eligible to be considered as part of a CBSX Market-Maker’s two-
sided quotation obligation must have a minimum size of at least one normal unit of trading (or a larger multiple 
thereof); provided, however, that a CBSX Market-Maker may augment a two-sided quotation obligation size to 
display limit orders/quoted priced at the same price as the two-sided quotation obligation.  Unless otherwise 
designated, a “normal unit of trading” is 100 shares.  After an execution against a CBSX Market-Maker’s two-sided 
quotation obligation, a Market-Maker must ensure that additional trading interest exists in the Exchange to satisfy 
the Market-Maker’s two-sided quotation obligation either by immediately entering new interest to comply with the 
obligation to maintain continuous two-sided quotations or by identifying existing interest on the Exchange book that 
will satisfy the obligation. 
 2 A CBSX Remote Market-Maker is obligated to provide continuous quotes only when the CBSX Remote Market-
Maker is quoting in a particular stock during CBSX Regular Trading Hours and subject to (i) and (ii) above. A 
CBSX DPM or CBSX LMM is obligated to provide continuous quotes during the CBSX Regular Trading Hours and 
subject to (i) and (ii) above. 
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Currently, the existing pricing obligations effective through August 5, 2011 are as follows: 

 
• Phase I and II Stocks:  The Designated Percentage is 8%, except between 8:30 a.m. and 

8:45 a.m. and between 2:35 p.m. and the close of trading the Designated Percentage is 
20%.  The Defined Limit is 9.5%, except between 8:30 a.m. and 8:45 a.m. and between 
2:35 p.m. and the close of trading the Defined Limit is 21.5%.  

• All Other NMS Stocks:  The Designated Percentage is 30%.  The Defined Limit is 
31.5%. 
 

Under the rule change, the revised Pricing Obligations effective beginning August 8, 2011 will 
be as follows: 

 
• Phase I and II Stocks:  No Change - The Designated Percentage is 8%, except between 

8:30 a.m. and 8:45 a.m. and between 2:35 p.m. and the close of trading the Designated 
Percentage is 20%.  The Defined Limit is 9.5%, except between 8:30 a.m. and 8:45 a.m. 
and between 2:35 p.m. and the close of trading the Defined Limit is 21.5%.  

• Phase III Stocks with a Price Equal or Greater than $1:  Revised - The Designated 
Percentage is 28%.  The Defined Limit is 29.5%. 

• Phase III Stocks with a  Price Less than $1:  No Change - The Designated Percentage is 
30%.  The Defined Limit is 31.5%. 

 
Nothing in the above precludes a CBSX Market-Maker from voluntarily quoting at price levels 
that are closer to the National Best Bid and Offer than the levels noted above.   
 
For additional information on the individual stock trading pause pilot and CBSX Market-Maker 
obligations, please refer to rule filing SR-CBOE-2011-049 and Rules 6.3C, Individual Stock 
Trading Pause Due to Extraordinary Market Volatility, 53.23, Obligations of CBSX Remote 
Market-Makers, 53.51, CBSX LMM Defined, and 53.56, CBSX DPM Obligations, which are 
located at www.cboe.org/legal. Further questions may be directed to David Reed at 312-786-
8857, the CBSX Help Desk at 866-458-2279, the CBOE Help Desk at 866-728-2263, or the 
Department of Regulated Entities at 312-786-7315. 

http://www.cboe.org/legal

