
 

 

 

 

Regulatory Circular RG13-053 
Date:  April 4, 2013 

To:  Trading Permit Holders 
From:  Business Development Division 
RE:  Limit Up-Limit Down Order Handling 
 

On April 8, 2013, Phase I of the market wide equity Plan to Address Extraordinary Market Volatility, also known as 
the Limit Up-Limit Down (LULD) Plan, will be in effect on a pilot basis in select securities.  When securities 
underlying option series move into a “LULD State” or “straddle state” where at least one side of the National Best 
Bid or Offer bid/ask is priced at a non-tradable level (national LULD indicator is anything other than blank or ‘A’), 
pending approval from the Securities and Exchange Commission, the Exchange will handle certain option order 
types as described below.   
 
Opening Process 
If the underlying security of an option is in a LULD/straddle state when a class moves to opening rotation, any 
market orders in the book that were entered on the current business day will be cancelled and returned to the 
Trading Permit Holder (TPH) (see proposed rule 6.2B.07). Any GTC market orders that were entered on previous 
days will continue to be processed. If the underlying security moves to a LULD/straddle state after the start of the 
opening rotation, any market orders in the book will be processed.    
 
Intraday Order Handling 
When an underlying security of an option is in a LULD/straddle state, simple and complex market orders will be 
returned. If while a market order is being processed via HAL (see proposed rule 6.14A(d)(iv)) or COA (see 
proposed rule 6.53C(d)(ix)) and the underlying security moves to a LULD/straddle state, the auction will end 
immediately and any unfilled volume will be canceled. Any portion of a market order that was linked to an away 
exchange prior to the LULD/straddle state via HAL will continue to process.  Market orders entered to initiate an 
Automated Improvement Mechanism (AIM) auction may execute during an LULD/straddle state.  Primary orders 
submitted into AIM that are marked “AIR” and priced at the market will be cancelled if the auction is not able to 
initiate.  
 
A Cancel Replace of a resting limit order with a market order during a LULD/straddle state will result in the new 
market order being returned and the resting limit order being canceled. (see proposed rule 6.3A(b)(4)). Cancel 
Replace limit orders will continue to be accepted. 
 
During a LULD/straddle state, stop (stop-loss) (STP) orders (see proposed rule 6.53.01(C)) and market-on-close 
(MOC) orders (see proposed rule 6.53.01(B)) will not be triggered. If the underlying security moves out of the 
LULD/straddle state after the start of the MOC activation time, the system will attempt to re-evaluate and process 
the MOC orders.  STP Orders will be re-evaluated at the conclusion of the LULD/straddle state. 
 
PAR Routing and Order Handling 
During a LULD/straddle state, market orders can be directly routed to PAR workstations for manual handling. (see 
proposed rule 6.53.01(A). 
 
Stock-Option Order Handling 
Stock-option orders will execute only if the calculated stock price is within the permissible price bands. (see 
proposed rule 6.53C.06(f)).  If the calculated price for the stock leg is not within the permissible price bands, the 
order will be routed to PAR for manual handling.  If during a COA of a complex market order, the underlying 
security of a Stock-option order enters a LULD/straddle state, the COA will immediately terminate and any 
remaining portion of the order will be cancelled. (see proposed rule 6.53C(d)(ix)). 
 
 
 
 
 



 

 

 
 
 
Obvious Error Pricing Provision 
Executions that occur during a LULD/straddle state will not be adjusted or nullified pursuant to proposed rule 
6.25.06 but may still be reviewed as the result of an Exchange motion.  
 
 
Quoting Obligations 
Quotes from Market-Makers, Preferred Market-Makers, Lead Market-Makers, Designated Primary Market-Makers 
and electronic Designated Primary Market-Makers (collectively Market-Makers) will not be included in quoting 
obligations during a LULD/straddle state (see proposed rules in the interpretation and policies sections of rules 
8.7, 8.13, 8.15,8.15B, 8.85, 8.87 and 8.93, respectively).  Market-Maker participation entitlements will continue to 
apply during a LULD/straddle state if a Market-Maker decides to quote in such options and has met all other 
requirements under the respective rule. 
 
Additional Information: 

Please contact the CBOE Helpdesk at helpdesk@cboe.com and (866) 728-2263 or Charlie Hullihan at 
hullihan@cboe.com and (312) 786-7176 for additional information.  In addition, please see Exchange proposed 
rule filing SR-CBOE-2013-030. 


