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however, when an order is routed to a market center with a trading floor, the routed
order is seen by the floor, giving participants as much as 30 seconds to decide whether
they want to trade against the order or not. During that interval, market prices can
move quickly, causing a disadvantage to the trader whose order was routed. The
routed order has exposed its price, has been unavailable for other matching
opportunities during that time interval and, in the end, may not receive a fill anyway.
Accordingly, there is a need for an order type that increases the liquidity on a posting
market center and thereby reduces the number of orders that need to route off that
market center for execution.

[0003] However, although liquidity providers such as Market Makers are willing
to interact with smaller-sized incoming orders to prevent them from routing, such as
orders sent by retail customers, these liquidity providers may be unwilling to be swept

by large incoming orders, which are typically sent by more “informed” market
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SUMMARY
[0005] According to an aspect of the present invention, a method for increasing
internal order fills on a market center includes providing a market center with
displayed orders and posting a tracking liquidity order on a posting market center,
wherein the tracking liquidity order has a hidden price and size component. The
method further includes the automatic pricing of the tracking liquidity orders
according to the present values of the national best bid and offer, wherein buy orders
track the national best bid and sell orders track the national best offer. The method
further includes reviewing orders coming into the market center to determine if the
orders are routable and whether the size of the incoming orders is not greater than the

size component of the tracking liquidity order. Wherein if an incoming order is



wherein the tracking liquidity order has a hidden
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[0008] FIG is aflowdiagramillustrating a process
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[0009] FIG. 3 is a flow diagram illustrating a process implemented by an
embodiment of the present invention for processing an incoming tracking liquidity
sell order;

[0010] FIG. 4 is a flow diagram illustrating a process implemented by an
embodiment of the present invention for tracking liquidity buy order interaction with
an incoming sell order;

[0011] FIG. 5 is a flow diagram illustrating a process implemented by an
embodiment of the present invention for tracking liquidity sell order interaction with
an incoming buy order;

[0012] FIG. 6 is a flow diagram illustrating a process implemented by an

embodiment of the present invention for determining whether to match an incoming

sell order with a tracking liquidity buy order or to route the order;
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operates is depicted. The exanpl es di scussed herein
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system and method of the present invention operates is depicted. The examples
discussed herein describe the use and application of the present invention in an equity
security market center environment, but it should be understood that the present
invention could be used in any type of financial instrument market center environment
(e.g., equities, futures, options, bonds, etc.). The trading environment of this
embodiment includes a posting market center 20 which interacts with a number of
other market centers 24 (i.e. away markets), traders at order ending firms 26 and
Market Makers 31. It should be understood that the trading environment of this
embodiment supports but does not require Market Makers 31, a Market Maker
Interface 32, or Market Maker Quotes 33. It should also be understood that the
posting market center 20 referred to herein refers to a computing system having
sufficient processing and memory capabilities and does not refer to a specific physical

location. In fact, in certain embodiments, the computing system may be distributed

over several physical locations. It should also be understood that any number of
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matchmg orders and executing trades. The posting market center 20 may also include
an order and execution interface 28 which interacts with the traders 26, the Market
Makers 31, the away market centers 24 and the order matching engine 21 in the order
execution process. The posting market center 20 may also include an order
information data structure 29 where order information is stored and a trade
information data structure 30 where completed trade information is stored. The
posting market center 20 may also include a Market Maker interface 32 that interacts
with Market Makers 31 to capture Market Maker bids and offers in assigned issues.

These bids and offers are logically depicted in a Market Maker Quotes structure 33 in
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market center. For purposes of the examples in this document, the Top-of-Book best
bid and offer (“BBO”) quotes from each protected away market center may also be
included in the internal book, regardless of whether they actually reside in a different
table or not. In this embodiment, an order that is fully disclosed to the marketplace
has higher matching priority than an order at the same price level that is partially
disclosed or not disclosed. In this embodiment, trading interest resident on the posting
market center always has priority over away market interest at the same price level.
However, in the case where Tracking Liquidity Orders are present on the posting
market center 20 but no single Tracking Liquidity Order has sufficient size to fully

intercept an incoming order, then the Tracking Liquidity Orders are not required to
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this order type. As a Tracking Liquidity Order is automatically pegged to the same
side of the NBBO, the limit price specified on the order serves only to define the
maximum price (ceiling) to which a Tracking Liquidity Buy Order will follow the
NBB, or the minimum price (floor) to which a Tracking Liquidity Sell Order will
follow the NBO.

[0022]  As a Tracking Liquidity Order can only execute with orders about to route
off the posting market center 20 and is never itself eligible for routing, a Tracking
Liquidity Buy Order can never execute against a Tracking Liquidity Sell Order. This

is true even if their current executable prices are equal or overlapping as a result of the

orders having followed the NBBO into a lock or cross. It should also be noted that



di scl osed and partially nondisclosed is an order with
reserve shares (i.e. a Reserve Order). The Tracking
woizgqsiidiy Order of the present invention descPCbas2006/017253
herein is one of the few order types that is never
di scl osed (i.e. is conpletely hidden fromthe .
therdavirpghent pr e@eui@nesony againg; Jeutable ordess Mgprsdthal; @ [yacking
(e.g., Market Oders and I OC orders) are not included
Liguidity ©rdtr sennes meteh oithoingerning grderner, conupigmentsarerpisdcfrom
Liquidity Order is a nondisplayed order priced by the
ANBB@drkettcentans 26n4sythe pesting enapiet cerderpidsddes gotnpreseatly re-route
center 20 and does not route out to other away narket
ardert er ®@muditmantsTit medivesdron othéranarket cprdess 2has a
nondi spl ayed si ze, reserve functionality is not
[@028]| ablfehd mrstinghinsrketr ahater 2§ pas. OB bt Realeys omsipports Odd Lot
Tracking Liquidity Order has a nondi spl ayed price,
fihatonslity,othen YTrhdkigt LipalitytQrdes @by @nlyobe auigiedaipl wuhd ot
this order type. As a Tracking Liquidity Oder is
@anb@mmtibald Yhase gaadinientst (eas.,s aduitys seteritids).t h©dMBRBO, Dedier
limt price specified on the order serves only to
faEtionality he oieE Meschpd efethisdrventiag) Howewdnj « Mraakifig Adduidity
Liquidity Buy Order will follow the NBB, or the
Old3t WHIMREdcERith bk BR6hink @rdohivibsed edved @lsbritigy Isian vddilot yize or
Sell Order will follow the NBO [0022] As a Tracking
b el Wtlsite Qréi@ling 812 sBB idleRNRMULET MERiE Diqdidits Oadpeut t 0
route off the posting market center 20 and is never
@g@' 8 b Qirlbed Yut MO linRthg, BmBsARKINGE Tt Pésdhtt dvEitivn,
r can never execute against a Tracking Liquidity
@%é op'adfrrackiﬂg“L u'icﬁl;yt OHBr §Y S8ind fisshddShby Gblréitited to certain
ex8cut abl e prices are equal or overlapping as a result
f . Vi okl NRed\BBR: | ¥ in
R‘lark%pSarﬁ{lg%Esg UF@' éaxﬁglgfe bt fildGe e ITRE® Murke? ake

Cross. _ be noted thatthe requirenent for
SR D8P R B Ao s 9 Bl
%p%le}lrtesd MarksP Metrﬁnnltsssueg fi%f Ln'\é%jad&{ 81[1nmultiple market centers. In a
preferred, but not limiting, embodiment of the present invention, usage of a Tracking
Liquidity Order in issues that are traded on multiple market centers may also be
extended to market participants such as broker/dealers or firms 26, but only with the
provision that they can submit a Tracking Liquidity Order on one side of the market
only (i.e., a Tracking Liquidity Buy Order or a Tracking Liquidity Sell Order, but not
both sides in the same issue), to prevent such market participants from engaging in
behavior that could be construed as “market making” without actually being
appointed as Market Makers 31 on the posting market center 20.

[0025] In a preferred embodiment of the present invention, Tracking Liquidity

Orders continue to peg to the NBBO even if the NBBO should become locked or



away market centers 24, as the posting market center
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» Discretionary Process sublevel

e Tracking Process

¢ Routing Process
In this implementation of the invention, the Liquidity Process sublevel is supported
only if the proprietary order type known as a Passive Liquidity Order is currently
operable on the posting market center 20. It should be noted that the Tracking
Liquidity Orders of the present invention operate as described even if no orders are
present or supported in the Working Process level.
[0027]  Referring to the first level, the Display Process is at the heart of the

posting market center order matching engine and effects the ranking of displayed

nonmarketable limit orders on a strict price/time priority basis. Referring to the
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woaodchie1™MBBO even if the NBBO shoul d becone | oek&as2006/017253
orcrossed, (i.e., NBB equal to the NBO, or NBB higher
than the NBO, respectively) and will execute at such
sesendelerelr the Narkipg E&(@essuhcl eeuﬂfef Reserye PeaeBssAURsrR! for resanve
present invention, Tracklng %U|d|ty Orders nay cease
prdgrgi g optionehbignEiOPIsess| sblevel TnERes e bigdity Qudas apd the
crossed and may instead remain active at their present
Piscrstion Brocess seblersl fop disarstienrarapidess. Refradnele thetirddevs], éhe
for trading until such time as the NBBO becones
Uiracldio g @docasscitares alhEraokise diqidity2@idewshiare sttiet pisefimegpriority
mar ket center 20 of this enbodi mrent of the present
basisentAtoany given vigee alevélndopiapgl ogsiflent, irite¢resd dids vipniagity tover
to one of several Order Execution "Processes"”
homalisphped esiddny itdrest or tisrenvadiokehing engi ne 21. In this
enbodi nent, the follow ng Order Execution Processes
MaekeS NpRGHredsseor al |l issues: Display Process
Wor ki ng Process Reserve Process sublevel Liquidity
RoasEs s ISabian dlas hsplrite®arket BRRerb,othepdsting market center may
Di scretionary Process sublevel Tracking Process

BeY! tsupbriPh OCA8 SMhRet! Maker GRARIEN PaddeNafort HDirected Order
i nvention, the Liquidity Process sublevel is supported

ORc¥ss! fzvh&@ﬁ sﬂf;l@ Bfdc8dsey Woﬁ’lﬁqﬁéceﬂé’ BR BREMM PasScess MAISEdvY Ghe
Liquidity Oder is currently operable on the posting

ARhER makBREBFiodY: Mdrke? Nﬁﬂ{él(hu@t%s R&teBgdible Bt exlebiRioh iRt 1 REH

Market Maker Guarantee Process or the Directed Order Process are eligible for
execution in the Display Process instead, where the quotes are ranked in strict
price/time priority with displayed limit orders on the book even though they reside in
separate tables. The matching priority of Tracking Liquidity Orders in relation to
Market Maker quotes is described in this document and illustrated by means of
several examples.

Tracking Liquidity Order Execution Priority on the Posting Market Center

[0029] When the order matching engine 21 processes a non-marketable order, it
inserts the non-marketable order into the appropriate processing level of the posting
market center order book according to the trading rules that govern that order type. In
this embodiment, the order matching engine 21 determines the processing level that
the received non-marketable order should be placed into according to the following

rules:
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Liquidity Oders of the present invention operate as

descri bed even if no orders are present or supported
wonodshie1Mér ki ng Process |evel. [0027] Referri ngCrmskine/ 017253

first level, the Display Process is at the heart of

the posting market center order matching engi ne and

ef ¢ e Fully-tisdosed rekdengy arsfinggrted imihe DisplavBraces e Orders are

orders on a strict price/time priority basis.,

Ref erankedjintthe Plsplop Braess espeding torstricywridel thee IPiosidss s

i ncludes the Reserve Process subl evel for reserve

or deReservdOrdeptdre imaértediin) thedDisglayPPrees sind ths) Workingf Rypcess.

Passive Liquidity Orders; and the Discretion Process

subl aweldistioseddiostiuonaicsidesdin yheaDidplag PrdRefseand iisngnkesl cherding

third I evel, the Tracking Process stores all Tracking

Li quitélisiriét Qricktiime ipfiofityst The uindisdlased t(femeve)rdizer febiges in the

basis. At any given price |level, displayed resident

i Nt eIRRSdrvdPBcaE bubldviel amy/ie rariked adcorligyte dher @ Rtli@rtpriority of

interest in this enbodi nent. Market Maker Processes

[ 0028je difpided tsfptemas appoi nted Market Makers, the

posting market center nay al so support a Lead Market

NakerPa@i’\%\rﬂgigﬁﬁﬁy D056 S8 s, afe As&rRatif W King Process

Process, rein such processes woul d precede the

Di spl @y, Pﬁ“ﬁi?ﬁn;rte %I\/&Bi? hey&stihand nlﬁﬁ?(ﬁfy PRL&HIsElevel. Passive

priority. er quotes el'igible for

execyti O e ind\RBKSfict Gried/ARE SRy QGBS the
or th%éh%&#eg{ég% ﬁg%ge(g%éggn ar elcel(aiﬁgi bl e%f 8rnry

execut.i OR. | > Di splay Process instead, where the
quot(:iélqa{{lllgjﬂg\%%g’d in strict price/time priority with

ot davicsa OuE vhapated I e BERRY Phodsi MR g "prkine

auot st o B8 ek R et PPk f I o APtk

by nea%gci’di%; tc? g’c\I{i%tr Srlice?tf(rr?}engrlioerlsty. The undisclosed (discretionary) price
resides in the Discretion Process sublevel, and is ranked according to the
price/time priority of the displayed component; and

e Tracking Liquidity Orders are inserted in the Tracking Process only. Orders

are ranked in the Tracking Process according to strict price/time priority.

[0030] An exception to the price/time priority model described above exists for
issues with assigned Market Makers. In some embodiments, under prescribed
conditions, customer orders and/or Lead or Designated Market Makers quotes may be
granted time priority over other resident trading interest at the same price.

[0031] It should be understood that the description of the ranked Order Execution
Processes and sub-processes herein is only meant to illustrate the logical processing

concepts and does not imply a physical implementation. The purpose of describing
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Tracking Liquidity Order Execution Priority on the
Posting Market Center [0029] Wen the order matching
wengicne1”26¢1 processes a non-mar ket abl e order, PCT/US2006/017253
inserts the non-marketable order into the appropriate
processing | evel of the posting market center, order
sBRAGIe RECSESE ¥ do tibusirate homavarieys Pme@ Lypet BfVegRgipLing oy gher
order type. In this enbodi ment, the order matching
csdrgitypes ithin herqsdarimatchingieagipe ebessing | evel that the
recei ved non- mar ket abl e order shoul d be placed into
[803dr dilnghis cmbedintent, | whignnige ragdes gnatehing gogine i &g@ dfo trade
orders are inserted in the Display Process_on
dDleteinsthebeoks drakempts to ¢NeeUtORE fICARINE QEEcE %C%@egawoﬁlﬁ griergy
strict price/tinme priority; Reserve Orders are
dfris @rtieExieontion rdiessps. ajf #r odersis respiyed Hean/isirivity appointed
Process. The disclosed portion resides in the Display
Mindietelskens) dhé erdeamistebling cogindi2h genaalbyt #ttenipispio) @eute frethe
priority. The undisclosed (reserve) size resides in
Ldagd NRekerMekePriamemtee Rubdessy et the ddicecied @k Brpcess dostdi gn
to the price/tinme priority of the displayed conponent;
daschivt bé enetstbd §n dBhetgprscesd, br fap polet Bgartiily ekarnied puaichtill
in the Wirking Process only. The entire order resides
had qubitlirerdhifling Yo Rfade,emien shebbdue matcRimg singime L21glookl toy the
Orders are ranked accordlng to strict price/tine

stbl@{/ iPEobedd ek, NiftoRRrsesitid G thy DRépREBBeess [velcat alid Basapryce
ders are inserted in the D splay Process and the

%ﬁﬁtk it HatBed GBS -ordede fifkh.S Of @Restdsronhtcking eRgiheles ekhautiball
splay Process and is ranked according to strict

Sk . e THis O;Sel{l;l P{o'césx 1ev¥h9c 5 Gir 2 € oM e dhdntit Kok & foQAR@RYerve

price resides in the D scretion Process sublevel, and

Px%cés@%@l%e% Cie] tdéxﬂ&ls{soalltcl?gers in the Reserve Process level at that price
point, then it moves to the Liquidity Process level next. If it exhausts all orders in the
Liquidity Process level at that price point, then it moves to the Discretion Process
level next. If it exhausts all orders in the Discretion Process level at that price point
and the incoming order is eligible for routing, then it moves to the Tracking Process
level next. If it cannot execute the order in the Tracking Process, then it moves to the
Routing Process and routes the order off the posting market center 20 to one or more
away market centers.

[0033]

The table below represents an embodiment of the buy side of the internal

book of the posting market center 20 (an equivalent table exists for the sell side of the

book):

Price | Display | Reserve | Liquidity | Discretion | Tracking | Routing

point

Pricen | Highest | Second Third Fourth Fifth Lc?w§st
priority | priority priority priority priority priority

12




price/time priority of the displayed conponent; and

Tracking Liquidity Orders are inserted in the Tracking
wénewazsvenly. Orders are ranked in the Tracki RgT/US2006/017253
Process according to strict price/time priority.
bgOSO] An exception to the price/time priority nodel

34r i bHdhe ireplementationoffthe presen dnvepfiqmdess St SHPRONH RskYe
Makers. | n sone enbodi nents, under prescribed )
Lignidity Osdrss, theo dheomehodimeng pEthe huy side plthel ingernabdepiylogkslike
Mar ket Makers quotes may be granted tinme priority over
thishesteadesi dent trading interest at the sane price.
[0031] It should be understood that the description of
t Bidcer gnRespla®r |d ResdExe cuDisorti®r pCErackdng an®owling gr ocesses
hpsisi N i s onlly meant fo illustrate the | oqical
[Piio€ 8 S{S Highet Oncpdsl and Thirds notFounipl y d.oplastsi|ca
i mpl eneptigity on. pribiiey pur pisizy of  deerityi i pegiedtyar|at e
processes Is to illustrate how various order types
[0B8S] Pr Uk k¥aripl@rused esughsalis Hyquamnijatvby matkeequtddi.e.,
mat chi ng engi ne 21. [0032] In this enbodi nent, when

Ha @B 0 Bi8 fand B T 6}Jo ek RI0Rs th @fd Srubfird Z59disemimies dyieach
the book, it attenpts to execute an incom ng order

fltedi My trifarkdd @4 P ile Qhbivl a8 Tlodidally GEsikifg EX@6 Wdutifig Process.
rocesses. If an order is received in an issue wth

%H@g&rgfs%%f WY 1688 adYRdiRtte tHabfe Q{odﬁﬁ%mtzé“sb hAOthe W eBEpridrily
generally attenpts to execute in the Lead Market Maker

@%;&pg}ggu@n% %iwné;rﬁgglepglr ected Order Process first.
ot b
o

an order can executed in either process, or

Tk bYne¥erupas ﬂ%#é still has

lﬁgca e:q{aqgh io?O .
TN TO trade, then t order matching
' L. | 0 :

ERASL'S RognhdREndy ol i Ih BRI TRATL R ol of thee
' nt, | t ch h ' . :
B35 B e o RS0t O FRTER S B o iy s

O LT QG503 i hrrhe oh bRty i Bl Phive M 18

[0037] In this example, the posting market center 20 detects the following bid

from Away Market Center A:

-> Bid 3000 @ 20.00
[0038]  In this illustration, away market quotes are shown residing in the internal
book to indicate their relative ranking compared to orders residing in other Order
Execution Processes. This illustration is a logical depiction only and does not imply a
physical structure. In an actual trading environment, the away market quotes may

reside in a separate table. The posting market center’s internal book looks like this:

Price | Display | Reserve | Liquidity | Discretion | Tracking Routing

point
20.00 Market A:
3000 @
20.00
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Process level next. If it exhausts all orders in the

Reserve Process level at that price point, then it
wonves2iet he Liquidity Process | evel next. |fPCI/US2006/017253
exhausts all orders in the Liquidity Process |evel at
that price point, then it noves to_the Disgretion
Pr Aviey Harksy 4| establishes the NBP ab therise of $20100dR Hés &xamplet he

Di scretion Process |evel at that price paint and the
083 i nBheqrogting markesicenieriA0aeqedies thefeliavgng simals limit epefes
to the Tracking Process |evel next. If it cannot
execubeOtdacApBde i 000h@28d0Tr acki ng Process, then it
moves to the Routing Process and routes the order off
[0B40] posAs this orderkieto efntle disglosetl othe pulepmaiehing eagipg 21 inserts
mar ket centers. [0033] The tabl e bel ow represents an
therbnidi ineid Display RepckasJevsi ahdy. oFhet fostingnnarketakntpdointestal bopk
posting market center 20 (an equival ent table exists
fooks likeehis:iel | si de of the book):[0034] If the
i npl ementation of the present invention does not
PrpP Or DidpRs S I| Weesdrivel Ui IdgquigityO) dBissretidh gn Eriskingnjo dR owing
@bint file buy siide of the intennal book |l ooks like this
b0 Ckdel AVI5] Tn §he exanpl es used |t hr oughout Mahles A:
docunreipgoo @ay market quotesg (i.e., the Best Bi d3G00d@
O fenn TgpoPf |Book quotes in|data structure 25 20.00
dissemnated by each protected away narket 24) are

a : ; drgecess.

@ﬂgwgur g&g&g@ﬁ%@g&fg@%@?ﬁ@gRtteéheg\g t he Routi ng
Proce S iQr itV £fpr I ion at
any g‘?@g{}ﬁplrapggoqoe@ei ?00,%(}1&)%%12& %fgh ?Sﬁg’%é%zgée%g? Types

g’ﬁ"é Pg garﬁ%s BH‘SF % tgqﬁelr})tartlagg %?%lé%_éﬁ V&:SH%\H Steat ﬁOOZ?Wti Rartially

e conceptual I'y 1nse In eacC ese

Eﬁripgglgcﬁ%sglg Eﬂefesl rr%é Pl%gg gg@d),lstlg%m grlzigr 1%?&@1&% gng?ﬁeaflt ifisets tHR ofdidr in

the Display Process level and the Reserve Process level. The book, at this point,

looks like this:
Price | Display | Reserve |Liquidity | Discretion Tracking Routing
point ‘ 3 , ‘
20.00 | Order A: | Order B: Market A:
1000 @ | 7500 @ 3000 @
20.00 20.00 20.00
Order B:
500 @
20.00

[0043] The posting market center 20 next receives this Passive Liquidity Order:
= Order C: Buy 9000 @ 20.00, Passive Liquidity
[0044] The order matching engine 21 inserts this order in the Liquidity Process

level. The internal book looks like this:
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which is then populated with different order types at

the sane price. [0037] In this exanple, the posting
worodear1®ent er 20 detects the follow ng bid frearAsan6/017253
Mar ket Center A: - Bid 3000 @0.00 [0038] In this
illustratiopn away 'mr_k(:‘\t' guotes are shown residingin
Pries | Mislaya| Resewet b Lignidibal dDiswetion | e/lzackipg rankeuigs
| peinbared tolorders fesidinglin other {Qrder Exgcution
Pg.otesOater THIdeiB: (Qrden Con is a | ogi cal depi|cMagist A
onl y| And08bes73001@ 1 npeP0@ physi cal stiructure. || PAA@
act ual@ 20.60| nQ0Nvi [ 20t . |t he away |market quot €9.08ny
resi ¢@rdenBa| separat ¢ tabl e. [ The postijng market
cent ers@® @nternal bopok | ooks |ike thi|s:- Away |Market A
est abl pebes|the NBBjat the price of $20.00 injthis
exanpl e. [0039] The posting nmarket center 20 receives
the following sinple Iimt order: - Oder A Buy 1000
[@895100 TROMHingABarkéticenter Thedext Bedives litds DiscleylowhinsOtdesed,
the order matching engine 2 1 inserts the order in the
Di spl 3yofiePDE Bay 20002 B9y witll BRcreOEH tor2g.0mar Ket
center's internal book |ooks like this: [0041] The

R%Edr&ﬂ)nﬁ@ [e@er i€ SRYIRE exdpdeSt anf SERithR had DlliSclHRE @6nonent
der: Order B: Buy 8000 @ 20.00, Show size = 500,

ﬁﬁﬁgr%ﬁ dcFRed cgé{;&me[lp 04R] thidScasd)i the Aistdsed TomPorkdt is the

partially disclosed (Show size = 500) and partially

5‘19;%1 )ﬂe!dﬁfﬁicg%ﬁ&i slzBe SR ﬁﬁ@ n%h-%l?sclf)se?ﬁ&gﬁ on&rﬁ% HIRbst agaressive
chi rig

englne21|nsertst e or in the D splay
l. ‘ I
Eﬁ&c‘tﬁl zhépcgl&%tls @Flﬂrcl)f%({&e ?E eif Eéc?%sglifst]o e?ﬂfhg aptga-sﬁgle’rl]‘g@ @Kits

gge%na&epqlcgr 20 next rece| ves this Passive Liquidity

[0046]  The order matching engine 21 inserts Order D in the Display Process level
as 2000 shares at the price point of $19.99, its display price. It also “inserts” links to
Order D in the Discretion Process level at the price points up to and including $20.01,
its discretionary price. Although in the Table below, Order D may appear to reside in
multiple cells, it only resides in the Display Process, where it is ranked according to
price/time priority like any other displayed order. The Table merely illustrates that
Order D can also “step up” to the prices of $20.00 and $20.01 if necessary to effect a
trade.

[0047]  The order matching engine 21 inserts this order in the Discretion Process

level. The internal book conceptually looks like this:

Price | Display | Reserve | Liquidity | Discretion | Tracking Routing
point
20.01 Order D:
2000 @
20.01
20.00 | Order A: | Order B: | Order C: | Order D: Market A:
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- Order C Buy 9000 @0.00, Passive Liquidity [0044]

The order matching engine 2 1 inserts this order in
woOhersizgusdity Process | evel. The internal bookCrwsk®e/017253
i ke this:[0045] The posting market center 20 next
receives this Discretionary der: Order D Buyy 2000
19. 9D, 10R01@ 3I|7§@9@|l;)n900@@0 02008 @i $cret i onary 1P0@
i s anpot20d0 eka2ploé of 20.06r der 20t has a di sql 0439(90
conmpor@dér Band a non-lgi scl osed conpongnt. In this case,
t he di s60 @sed conponent is the displayed price and
si ze| @00t he non-discl osed conponent] is the nost
9P EORFdveEDPrice that the order is willling to|"step
up" to2gob @ecessary to effec{ a trade. This ig its
di scfetjopgary price.|[0046] The orderl matchi nd engi ne
Z I inserts der Din the Display Process |evel as

RO RRBhLY ﬁ&estah:encﬁ rd'ls‘fafhy&i)tonﬁle afari®tPNacfQit id infpoethBab ayte
price. It alp ‘inserts" links to Order Din the

t@htscﬁé S&éu‘ﬁ@ nﬁh&@ @éﬁerlze\ﬁést Bid (bitEhdcé GR NIBB AlsE) 14Mtill G2a.00!
I ncludi ng”$20.01, its discretionary price. Al t hough in

ﬁcl?? dap! e bel ow Order D may appear to reside in
mul'tiple cells, it only resides in the D splay

P AR e
merely pldopg! 5@8@9{0@ 'glcei{ E@gi ialtp Oragt ep up” to

the prices of necessary to effect

?@ke@%ge&&x%ﬁ}@)ﬁgpg ?Iragﬁ ng Lt gﬂgc es Hsnﬁsegte&- 1ﬂ R 8htkiRal

sScre evel
LA B 0 IS b . e

PR ) P I s
TS\IEB y accor 1(1)1g QOOthe ru és g%%emmg ‘the order type. In contrast, Discretionary Order
D can “step up” to the price of $20.01 to intercept an incoming sell order priced at
$20.01. Tracking Liquidity Order E’s price of $20.01 indicates that it can peg to the
NBB up to $20.01, it does not mean that Order E can execute up to $20.01 at any
time. In fact, the only time Order E can execute at $20.01 is when the NBB is $20.01.
[0049] The order matching engine 21 inserts this order in the Tracking Process
level. The highest pegging price for the order, i.e., it’s user-specified limit price, is

stored as its “MaxPrice.” The internal book conceptually looks like this:

Price | Display | Reserve | Liquidity | Discretion Tracking Routing

point
20.01 Order D:
2000 @
20.01

20.00 | Order Order B: | Order C: Order D: Order E: Market A:
A: 1000 | 7500 @ 9000 @ 2000 @ 1000 @ 3000 @
@ 20.00 20.00 20.00 20.00 20.00, 20.00
MaxPrice =
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[0048] The posting market center 20 next
Tracking Liquidity Order:
wonrewkizmge Li qui dity Order
Tracking Liquidity Order

O der

receives this
E: Buy 1000 @O0. 01,

Unl i ke Di scretionarypPOraseoosp17253
Eis inserted in the internal

vel only-the NBB price which is

ntly $20 00. The reason for this m%@kau,p
TrackiQFe&?ﬁU|d|ty Order E cannot trade at a price
hi gher SP%&h |t he NBB |according to the ful es governing
the drd®00 yipe 1n dontrast,| Discretibnary Order D can
"1998p (Yrden g the prijce of $20.01 to iptercept an
i nconi ndPssel|l order |priced at $20.01.| Tracki ng
Li qui|0?@0p @r|der E' s |price of| $20.01 indicates fhat it
can _ped%% tlhe NBB up to $20.01, it dpes not nean that
Order E can execute up to $20.01 at any tinme. In fact,

{0050bn| WAntincomify¥ oider th Sethal,e00e@ 20d0atouk20. 01 i s when

the NBB is $20.01 .

[ 0049] The order matching engine 2

1 iensEratls all litieSordérsl pricddrat @0 il IDigHIEY POESS 1dveNEist (1000
The hi ghest pegging price for the order, i.e., it's

user - sesiof ORldr Al Mdt50psh#46& ofiCrd&B)f €d as its

“"MaxPrice." The internal book conceptually |ooks Iike
thies: T2 th%ﬂ)tﬂé?@ ?H&e'agtt SIS inl fe ReLerveZProQRY le@l%xﬁ 500
woul d:  Trade al he orders priced at $20.00 1 n

Di spl f&’er{? SGfesof

?Fﬂéﬁ%)é

first (1000 shares of Order A,

and 500 s ares o B); Trade all the orders
prigce n. the Pr.oc Ieve ext

; 7soo’f’*;a§é %‘?@% oo Bicel e SR LA R EroR h S oovo
order g $20.00 in the Liquidity Process |evel
next § of Order C; Trade all the orders

t hat to $20.00 in the Discretionary

Pr Oce

to intercept the remaining 1000 shares of the incoming Sell order.

[0051]

@37 @ﬁ éqf’e o

level next (2000 shares of Order D); and

St tha Garnstem 4P & $39-0inite Q})"cre%‘?a“y Process

Trade Order E at $20.00 in the Tracking Process, as Order E has sufficient size

In contrast, an incoming order to Sell 21,001 @ 20.00 (i.e., an order whose

size is one share larger than in the previous example) would:

Trade all the orders priced at $20.00 in the Display Process, Reserve Process,

Liquidity Process, and Discretionary Process, exactly as described above; and

Route the remaining 1001 shares of the incoming Sell Order to Away Market

A at $20.00 in the Routing Process, as Tracking Liquidity Order E does not

have sufficient size (1000 shares) to fully intercept the remaining 1001 shares

of the incoming Sell order.
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Trade Order E at $20.00 in the Tracking Process, as
Order E has sufficient size to intercept the remaining
weQos/12imses of the incoming Sell order. [0051PCTmS2006/017253
contrast, an incomng order to Sell 21,001 @ 20.00
(i.e., an order mhose size is _one share | arger than in
ampie: RekingsofQrderTlvpys apBlifferent PricqBeints| | t he orders
pri ced at $20.00 in the Display Process, Reserve
093] e s sEvehitepuighiithey Trreldegbignidity Prdwrs ef e iPERsEIK yn‘PP%’eg%de
exactly as described above; and Route the renaining,
1B aihardes with théeaniendientived pSict. |allmdess areorapledyfirvehkirice
A at $20.00 in the Routing Process, as Tracking
pricgity. d Thig rraden rendisgsyerd airdénaiedess alfepd of displayedzerders Gfthe
shares) to fully intercept the remaining 1001 shares
difplaylee ordersiavenipfeSiet pries.der . Exanpl e: Ranki ng of Order
Types at Different Price Points [0052] Even though the
f0os31ki N hisqenagtipley t itmersal dfook hentaine stheitsameweders anin the
trade behind all orders with the sane displayed price,
Relio®y eanplesr eHdvasviee d\vdyr Sfarkly Aphidsgestpnéreased yts bithpsce to
means a nondi spl ayed order trades ahead of displayed
T00R & shbwh B&owi spl ayed orders have inferior prices.
[0053] In this exanple, the internal book contains the

%g{ |§E %ﬁhaﬁ ¥ | ARedefVe! NELigEieW UD;isErsBr0| |€Stra Ver Rodingy
n

5 ] ust |ncreased its bid grice to $20.01,

?/got oW Defrow - The NBB Pl ¢RadrD:NqW 20. UL, [AN@aYket A:
rket Ais|alone at the NBB. {(g@gd] |As Order [E 3evod@

Tracki ng Li qui dity Order, itls eyphént| execut abl e fygice

1 val te ] NB ey. ¢ hi s

20.00 17 OF kie%g(%l odéFc tile a(izoirfiﬂ (')Rlel[gt 520, 01,
t he re@/;[}q ? N i ge Iy ot 9@%0 t han O der
Es ' '

MaxPrice =
20.01

Order B:
500 @
20.00

19.99 | Order

D:

2000 @

19.99

- The NBB price is now 20.01. Away Market A is alone at the NBB.

[0054]  As Order E is a Tracking Liquidity Order, its current executable price is
evaluated whenever the NBB changes. In this example, Order E is automatically
repriced at $20.01, the new NBB, as the NBB price is not higher than Order E’s
MaxPrice of $20.01. As Tracking Liquidity Orders are completely hidden from the
marketplace, the posting market center 20 Best Bid does not change. The internal

book looks like this:
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not their specified limt
none;

Tracking rquidity

LS AR PR &

e Look for orders priced at $20.01 in the Reserve Process level next, finding
none;

Look for orders priced at $20.01 in the Liquidity Process level next, finding
none;

Trade all the orders that can step up to $20.01 in the Discretionary Process
level next (2000 shares of Order D); and

Trade 600 shares of Order E at $20.01 in the Tracking Process, as Order E has
sufficient size (1000 shares) to intercept the remaining 600 shares of the
incoming Sell order. The remaining 400 shares of Order E are canceled
immediately as a Tracking Liquidity Order by definition can only execute
once.

At the conclusion of the trades, Discretionary Order D and Tracking Liquidity

Order E would be completely depleted and removed from the internal book.
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ceiling/floor prices. Tracking Liquidity Buy O ders
are ranked according to the | ower of the current NBB
wonriwa2end their specified MaxPrice. Sim | arlypCT/US2006/017253
Tracking Liquidity Sell Orders are ranked according to
t he higher of the current NBO price and their
specified MnPrice. [0057] In this_exanple, the NBBO
xampgi¢:oRaskingof@rackine Ligidity Qrdens dn thg Tiraeking Proge 9
Liquidity Orders are received in this sequence: - )
[@56er As peyioudp s@eal Backingobipvidity: Opleys grsoragkesh i ptrict
Order C Buy 300 @20.00 -> Order D: Buy 600 @0.01 -
peceltine BriofyywiBo0 e DraddngrReocess d ekl Feacking ddauidity; Qeders ape
eval uates each incom ng order and assigns its current,
rénked Ldcalillingptd dlesir AsrréniheexeBRalils pyices enat| theip1spegified plimit
this exanple, and the specified |imt price of each of
ceiliag/Floveprices diradkihgdrigidisy By Qrdeest ace rankegracenrdiag trihe {agver
the NBB price, the order matching engine 2 1 assigns,
Jf iR cuLERteIBB precand alidiesppoificMaxKRicer SmuiBulyPTiacking Ligpidity
$19.99 to each order and stores it in price/tinme .
R0 Ovdbrs Yard Fank&eactodingi to ghPhipghassl the ctinant R @rice anghidis
bel ow. [ 0058] - The NBB changes to 20.00. [0059] The
S%?gﬁgdmgbé,ng engine 2 1 retrieves the best order,
der A It conpares the MaxPrice of Order A ($19.99)
(0657 he NBRis( SahpR0)ihe ABBOIGE G1oDNas $20a EhaletheAbditusing
remain priced at $19.99, the lower of its MaxPrice and
"hgﬁch_{\éeﬁquih%@%ersﬂ?@re@éﬁ’@rinﬂﬁ§ &hidnge:engi ne 2 1

retrieves e next best order, Oder B. It
=> Order A: Buy 400 @ 19.99

)

N

= Order B: Buy 500 @ 20.01

- Order C: Buy 300 @ 20.00

- Order D: Buy 600 @ 20.01

- Order E: Buy 200 @ 20.00
The order matching engine 21 evaluates each incoming order and assigns its current
executable price. As the NBB is presently $19.99 in this example, and the specified
limit price of each of the five received orders is greater than or equal to the NBB
price, the order matching engine 21 assigns the current executable price
(“CurrentBuyPrice™) of $19.99 to each order and stores it in price/time priority in the

Tracking Process in the sequence shown below:

Price point Tracking Order Details MaxPrice
19.99 Order A: Buy 400 @ 19.99 19.99
Order B: Buy 500 @ 19.99 20.01
Order C: Buy 300 @ 19.99 20.00
Order D: Buy 600 @ 19.99 20.01
Order E: Buy 200 @ 19.99 20.00
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conpares the MaxPrice of Order B ($20.01) to the NBB
($20.00), and determ nes that Order B nust be repriced
wanko®20106, the [ower of its MaxPrice and the RBBUS2006/017253
Order Bis now the best order. The internal book | ooks
li ke this: [0061] The order matching engine 2 1
[0968]i evexs Thh dlBReshangss s 2G0Her, Order C. It conpares
the MaxPrice of Order C ($20. 00) to the NBB ($20.00),
989 et Eheriordss mdichingOenigine E1 rraisievasethe digst ewgr, {Prder A. It
$20.00, as its MaxPrice and the NBB are equal. Order C
Eempanshe MaxRrive of Ocdst Ai (0.9 itothie NBE &R0 A6), arctidsterBines that
i nternal book |ooks |ike this: [0062] The order
Order Ai mgpt eengimgric2d it §10199] the avet bEitsdetPrige snd the BB,
Order D. It conpares the MaxPrice of Order D ($20.01)
{6ohe NBBo(dP2MaldBing cagide Aétretrienes dise nexabesDodler, Mdenu8t It
be repriced at $20.00, the lower of its MaxPrice and
thrapdNsBhe Kaxi®ice Of Dsder BY$20.@1J té the pNER €520 00 ayal detarimings that
behind Order C. The internal book |ooks Iike
Oltdes Bl 066 B¢ repricedait §20.00)8liecdbvargpfein dilaxeride dndrtied NBBY €sder B
the last order, Order E. It conpares the MaxPrice of

@ 1 thEbdsPQer0 Dhe trRerhd1DodBRBkHAL tHIQ) ., and det er mi nes
that Order E must be repriced at $20.00, as its

YoXEDbinE | ANt dolifg DREr DefniBAURl MaPARr |E i1s inserted in
PrHE80 T T oMk BY 'BuY 5867 26lod” 0€holgi The internal Dbook
i 0g 99 TKeS 1B 0T % BLYH -1@ 19,95 i\i@@ggha ges to $20.01.
6665 ICOI%a(,bg Bl 300 S Y’ |u§0691. retrieves its
best—order e “"gp" €S 7Te NaxPrice of O der
E($20-01 \Ox;dp,rlﬁhl Buy B0 @19 } ag—edt er m nes t hat

O dor— B Qe ‘2’(;0,,@‘&'1‘9;9,9 202 JpU as its MaxPrice

."i‘#h‘ﬂ%é} naithe EPEL geﬁcg?qg: gt §E ey i i?e%fo;%zcﬁ?ir C. I
!
sl B ine o O oo 5o et (0 s s

Oder C It
Order C must be repriced at $20.00, as its MaxPrice and the NBB are equal. Order C

is inserted in price/time priority behind Order B. The internal book looks like this:

Price point Tracking Order Details MaxPrice
20.00 Order B: Buy 500 @ 20.00 20.01
Order C: Buy 300 @ 20.00 20.00
19.99 Order A: Buy 400 @ 19.99 19.99
Order D: Buy 600 @ 19.99 20.01
Order E: Buy 200 @ 19.99 20.00

[0062] The order matching engine 21 retrieves the next best order, Order D. It
compares the MaxPrice of Order D ($20.01) to the NBB ($20.00), and determines that
Order D must be repriced at $20.00, the lower of its MaxPrice and the NBB. Order D

is inserted in price/time priority behind Order C. The internal book looks like this:

Price point Tracking Order Details MaxPrice
20.00 Order B: Buy 500 @ 20.00 20.01
Order C: Buy 300 @ 20.00 20.00
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conpares the MaxPrice of Order C ($20.00) to the NBB
($20.01), and determ nes that Order C nmust remmin at
woReoetiarwent executabl e price of $20.00, the | eeeUSei06/017253
its MaxPrice and the NBB. [0067] The order matching
an ne 2 1 retrieves jts next-best order, Oder D It

conpar es| OxderiPuy 600 @:20¢§0 520]/01) to the NBB
($P0D1) | Qe A Busr490@B490%ar Or 8299 D trust be repriced
at $20. Ol Order B: (Buy9Q @B i18.89 and 2:@0 NBB are equal .

Oder Dis inserted in the internal book behi nd O der
Po6Ihe Thet erdenimaichig bugikes 21 i kigievdsi the hgoader, rderoEdeft
mat ching engine 2 1 retrieves its next-best order,
@ntpares fhe MbxRrioept@sisr E (($20000) forthe NBBf ($2.00)y and deR0inethat
to the NBB ($20.01), and determines that O der E nust
OsiRBEmmAat bé fepriced at §10t00e xeityMatitrize pnd the NBB $2@q@0. Ordee E
| oner of its MaxPrice and the NBB. [0069] The order
I¥adsehédig peibgiimepriority betinid @rdesDi The In&sihal doakelboksTike dlris: A.
It conpares the MaxPrice of Order A ($19.99) to the
Wele pdiAL] 0 LlraciamfoRt Peliines| t atPrdeder A must remain
at20.66 CUTGRLB:F@L30a826.007 | ce20b1 $19. 99, the |ower
of T1S VEXGHLGE Bl00w 206 | (U800 - | The NBB changes
032070 Ot Thuy &6 @28%0 M ehbg g¢ngine 2 1

retri ?Vﬁ‘”drh@r]t’ekhyﬁ 20.00 JELZWt he. current
c;\ig%gu T ECBEY 400 399,99 | °219.99) s hi gher than

t+he—NBB 00)—the—eraef—rust—be—repriced | ess
@?ﬁi?ﬁ&%w@m R B C and £ whi ch have ti e

F 6RE | ' ﬁ%fb%g‘?f?éle% 2V Pt one g BhgPRe B 1 1

L raSues Ma%ﬁw@%’f‘brf 2l 515 mNEH (550.065 and determines that

Order B must be repriced at $20.01, as its MaxPrice and the NBB are equal. Order B

is inserted in the internal book according to its new price of $20.01. The internal

book looks like this:

Price point Tracking Order Details MaxPrice
20.01 Order B: Buy 500 @ 20.01 20.01
20.00 Order C: Buy 300 @ 20.00 20.00

Order D: Buy 600 @ 20.00 20.01

Order E: Buy 200 @ 20.00 20.00

19.99 Order A: Buy 400 @ 19.99 19.99

[0066] The order matching engine 21 retrieves its next-best order, Order C. It
compares the MaxPrice of Order C ($20.00) to the NBB ($20.01), and determines that
Order C must remain at its current executable price of $20.00, the lower of its
MaxPrice and the NBB.

[0067]  The order matching engine 21 retrieves its next-best order, Order D. It

compares the MaxPrice of Order D ($20.01) to the NBB ($20.01), and determines that
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70058 O S NEB dages to $20.00.

[0071] The order matching engine 21 retrieves its best order, Order B. As the
current executable price of Order B ($20.01) is higher than the NBB ($20.00), the
order must be repriced less aggressively, at the NBB. Order B is inserted in the
internal book behind Orders C and E, which have time priority at the price of $20.00.

The internal book looks like this:

Price point Tracking Order Details MaxPrice
20.01 Order D: Buy 600 @ 20.01 20.01
20.00 Order C: Buy 300 @ 20.00 20.00
Order E: Buy 200 @ 20.00 20.00
Order B: Buy 500 @ 20.00 20.01
19.99 Order A: Buy 400 @ 19.99 19.99
[0072]  The order matching engine 21 retrieves its next-best order, Order D. As

the current executable price of Order D ($20.01) is higher than the NBB ($20.00), the
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Example: Tracking Liquidity Order Size Trumps Time Priority

[0074]

As illustrated in the previous examples, Tracking Liquidity Buy Orders are

ranked according to their current executable price (CurrentBuyPrice), not according to
their maximum pegging price (MaxPrice). However, although the orders are ranked
in price/time priority at their CurrentBuyPrice, an order’s size will trump another

order’s time if the higher-ranked order does not have sufficient size to fully intercept

an incoming order and prevent any part of it from routing.

[0075]

previous example:

In this example, the NBB is 20.00 and the orders are ranked as in the

Price point Order Details MaxPrice
20.00 Order C: Buy 300 20.00
Order E: Buy 200 20.00
Order B: Buy 500 20.01
Order D: Buy 600 20.01
19.99 Order A: Buy 400 19.99
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Exanpl e: Tracking Liquidity Orders in a Locked or
Crossed Market [0080] In this inplenentation of the
wonwenki®e, resting Tracking Liquidity O ders eonuiSmee017253
to peg to the NBBO even if the NBBO shoul d becone
| ocked or crossed. This is true regardl ess of whether
Thinposing triarkgt gentek 2Q reg@mesdhe @BO%‘&EPF‘%F ‘pates in the
| ock/ cross or not. Additionally, in this
i npl enrenfell #¥H@30-00he i nvention, Tracking Liquidity
Orders are accepted and acti vat ed even if the NBBO.,i s
[00176F adyThe oodee thatshing reogive & 1 whtsrminerethal the incpi i % Is
If the NBBO is | ocked or crossed when an incaomn
nearkbeabld. St srives thobesbender, Ozder Cadkeamparss #if ety Qlj’f‘dé}@oo
that can intercept the incom order will execute at
shdres) lto theesizeanf thxr mseridg prdec €450] %@183)} Anthesizg of fhenigpaming
Market Center A is alone at the NBBOw th 200 @ $20. 00
oider 3R2ed® B2 8izO@f OffieC; the erdees| cahuns matdbiesorling ¢o thijrales for
The posting market center 20 receives the follow ng
Teadk@lpTLiquidiey OlersA:  Buy 300 @O0.02, Tracking Liquidity
-> Order B: Sell 400 @19.99, Tracking Liquidity The
[06Tr NBeClriR At enginel2 reiréwss (i dent béstatrderhOrder E. It
current NBB, $20.00. It prices Order B at the current
JOBRhreP AR G2 offOfdet El @60 SBdrésPiio e exsefSthe iimcontieg order (450
exarrpl es below, the Tracking Liquidity Orders are
%n AD the’ §26€61SBe FhedRliRY ordbiOexcBelisCiBé izt PEIOrdst Bt QisleraB
non sp ayed orders. As resident trading interest has
hlll Crxle%@rr awaynmar ket interest at the sane price,
the orders are shown ranked ahead of Away Market A

[bg’%iz] ThEorda £5iBhe BRGKe b ORSeves K8 nbkti test &Buels Ok @ STt
compares the size of Order B (500 shares) to the size of the incoming order (450
shares). As the size of the incoming order is less than the size of Order B, Order B
can fully intercept it. The order matching engine 21 executes 450 shares of the
incoming Sell order with Order B, completely filling the incoming Sell order. It
cancels the remaining 50 shares of Order B. The internal book looks like this after

Order B is removed:

Price point Order Details MaxPrice
20.00 Order C: Buy 300 20.00
Order E: Buy 200 20.00
Order D: Buy 600 20.01
19.99 Order A: Buy 400 19.99

[0079] As illustrated in this example, Tracking Liquidity Orders cannot be
aggregated to intercept an incoming order. Instead, the order matching engine
retrieves the highest-ranked order with sufficient size to fully execute the incoming

order. The size requirement trumps the time priority of the resting Tracking Liquidity
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Order A: 300 @20.00 Order B: 400 @20.02 MaxPrice =
20.02 M nPrice = 19.99 Market A: 200 @ 20. 00 Market A:

w0Qm620102 Mar ket B: 500 @ 19. 98 Market B: 200 @@0/U83006917253

Tracking Liquidity Orders are not displayed to the

r ket p] ace, the NBBQ re s.unchanged. [0Q083] ->
Okfoen: Rleaavet Pr@r &%ﬂ&é@rﬂ dARRPriqryy ovs Qeslards. é@der B was
crossj ng Mark er A. . The NBBQ is now crossed
edowrddg steg amagl @91}086 polstsadue éts abilibt toraret Hieriizedrgiigment,
detects the updated NBO of $19.99. It retrieves O der,
whichels & fyndagenia] prereguigite for dhes geeeptione gl ann Tragking lipwidity
price allows it to be priced down to $19.99, and
Qsdari ces Order B at the updated NBO price of $19.99,
foll ow ng Market Center B into the cross. [0085] The
Examploa Traoking Liguidity Qrdarpintadiosked oyiiradsed\Markieh NBBO i s
now crossed, Order A and Order B are al so crossed.
086l er In th,is idpldénmentatiom of the svdenting, testing Biatking . ideidgy Quders
only execute against incomng orders that are about to
coniinge &f peg toche OEXBOgvemdf KetNBBOtshoul@ Becohrs lodict e rcrossed.
Order A nor Oder B can route, the orders cannot
Ghizcistme aggirdiess of avdiethet kier postinge matkied tigpert 20epartiqipateseia the
overlap. Thus, it is permssible for both orders to
leeRiztads BE bty e Additibietly, it @isnialpldntentation of thehimugttioh,hEiatking
prices are presently crossed.[0087] The posting market
CRuidy GlekaeLhdtested ARl Adtivatedena iOHRENBBO iOaleddy TockBdl r
200 @varket As Market Orders are eligible for routing,

Fsed I wigdhl 1AE okded Ut SickivedSellt tHe BBOBIs So&ked &r crossed when an

incoming order is about to route, a Tracking Liquidity Order that can intercept the
incoming order will execute at the locked or crossed price.
[0081] In this example, Market Center A is alone at the NBBO with 200 @

$20.00 to 300 @ $20.02. The internal book looks like this:

Bids Offers
MarketA: 200 @ 20.00 MarketA: 300 @ 20.02
MarketB: 500 @ 19.98 MarketB: 200 @ 20.03

The posting market center 20 receives the following orders:

=> Order A: Buy 300 @ 20.02, Tracking Liquidity

=> Order B: Sell 400 @ 19.99, Tracking Liquidity
The order matching engine 21 prices Order A at the current NBB, $20.00. It prices
Order B at the current NBO, $20.02.  For illustration purposes, in the examples
below, the Tracking Liquidity Orders are shown in “reverse-display” to indicate their

status as nondisplayed orders. As resident trading interest has priority over away
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(400 shares) exceeds incomng Buy Order Cs size (200
shares), the order matching engine 2 1 matches Order B
wonods/irder C at the price of $19.99, the NBO PCI/US2006/017253

cancel s the remai ning 200 shares of Order B after the
mat ch because Tracki ng Li qui di O ders_can I
neagkss iptesh AlRS S@Fé?fi??etge i B “38@?‘%?&“ Bf%&’?é}ﬁm“e‘
Orders in the Directed Order Process [0088] This
dexanple illustrates the priority of a Tracking
Liquidity Order conpared to a Market Maker's Directed
[0982] | Theinteraaliboplelooks Wekithis' envi ronnent. In this
exanple, a Market Maker 31a has a st Lng_in etio
wi th the po®idsng nmar ke et e 0 _t h3 -M
Orcler A: - 300 (22 20.20 Crder B2 4002002
MaxPrice = 20.07 Mirrice == 10.00
MeakeiAv e d00 @o20.60 per mi ssi ongedMarkesA:  BHY @30D2pur poses of
NihdiketBeX 80p{ae19.98 Di r ect ed Fi|[MarketB: a2@ @e2043d price
specified by the Market Maker. [0089] For this
LxamkRg LifeiditytCraaalarb ook displayai s titehmarkeiplaoni thg NBBO
orders when the NBBO is $20.01 to $20.03: - O der A
BiMind GRar@40. 00 - Order B: Buy 8000 @ 20.00, Show
Si ze = 500, Reserve Size = 7500 -> Order C. Buy 1000 @
00892, 3r agkkCdate B elicyesststfer 20T @ 1209, @osmingMirke
price of Order Cis $20.01, the NBB price. The

tﬂ{t&?sﬂ he RSO hQRScrbdsk®(sh061d $1099). 1 n this exanpl e,
the fol I

ow ng valid Directed Oder 1s received by the
| NOTIRGKRE nhRdH: nd GEIB3E thS ApdAeO NBD of $19.99. It
@gg‘ﬂ] ssTlggrS;e to (irhrlgg{:tegégrders to I\/B?ket Maker MM :
retrieves Order B, determines that Order B’s specified minimum limit price allows it

to be priced down to $19.99, and reprices Order B at the updated NBO price of

$19.99, following Market Center B into the cross.

[0085]  The internal book looks like this:

Order A: 300 @ 20.00 Order B: 400 @ 19.99 €
MaxPrice = 20.02 MinPrice = 19.99

MarketA: 200 @ 20.00 MarketB: 200 @ 19.99 €
MarketB: 500 @ 19.98 MarketA: 300 @ 20.02

[0086] As the NBBO is now crossed, Order A and Order B are also crossed.
However, by definition, Tracking Liquidity Orders can only execute against incoming
orders that are about to route off the posting market center 20. As neither Order A nor
Order B can route, the orders cannot execute against each other, even though their
prices overlap. Thus, it is permissible for both orders to remain active in the internal

book even though their prices are presently crossed.
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-" Sell 1000 @20.01, directed to Market Maker MM
[0091] In this exanple, the Market Maker MM has a
webtersdizmei nstruction with the posting market eemntseoogzd172s3
to buy 2000 at $20.01. In this exanple, the order

mat chi ng engi ne 21, upon receiving the Drected O der
(P57 warﬁ@tpomémarw‘?nw@@%&t%% %gllog@rgeqré?rés a
Directed Fill priced at $20.01, a penny better than

t he pds@udarCnBrkdl0 @dYlarket Best Bid ($20.00) and al so a
penny better than the NBB ($20.00). [0092] Although .
Ay MetkienQrdeisqud eligibje for seuting andTragking Liquidiyy 31l Quser 8? size
and was resting in the internal book before the .
@00 swrasiicdietds ingomingBuyr@rder 41’3 5ize) 08 sharey), the Qeder matching
i ncom ng order matches with the Directed Fill

apgine 24 tnetchen Obeh Bl WithoPrdeh€ at/thelpeice pBkIO09; the NRO. It cancels
Directed Order Process. This is because the Directed
6k danaifing 286 shires ofy Ondeg He mftpr thermatsh beaussxBraeking hiquirkity
the Tracking Process. Directed Fills always have
Ordesrchi ynlpesscutdoaaki ng Liquidity Orders at the sane
price, wthout regard to tine priority. [0093] In a
Ehtabrfp®y: etinkingof Erekih@l iqaidite Orddieinbhe Diréotedl @dekeRrocess
Process, the posting market center 20 may all ow

f0egs|St eTie d¥amisiet ilEdeRdsS tHeophiorant 6 a ViatltitiglLiGuidiky drder
"Guarantee Orders" instead of using standing

¢dnTafed b Ak EOVIERERE Difcdtcl Wilt 8N afudticbitfa@ifp @bvifdnidedt. In
I'n"such an inplenmentation of the Directed O der

RisQ&ERRle, 4 MalRE KkerakK @hs Mhndd@ingrietias Hith @R (Isfey mbuRet
Buy 1000 at $20.01 in its virtual book, theresults

' L8 16 TobR9sle aTNMBted AN |
il sy D e g eyt

%{Eﬁe&ﬁ% o fket 4 Hﬁ%&k&j O edleivBE AT SR RSI0AIIARED. FHRkhe

I ng Ity Oder, because the Directed
grgc?sres 5F tﬁfse&gmﬁéeacﬂfr&%‘ed Fill has a size and price specified by the Market

Maker.

[0089] For this example, the internal book contains the following orders when the
NBBO is $20.01 to $20.03:

-> Order A: Buy 1000 @ 20.00

= Order B: Buy 8000 @ 20.00, Show Size = 500, Reserve Size = 7500

- Order C: Buy 1000 @ 20.02, Tracking Liquidity Order

The current executable price of Order C is $20.01, the NBB price. The internal book

looks like this:
Price Display Reserve Liquidity | Discretion Tracking
point
20.02
20.01 Order C:
1000 @ 20.01,
MaxPrice =
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first. [0094] As illustrated in these exanples, a

Directed Order is executed against the Directed Fill
wonodshe1®srt ual Guarantee Order of the desi gnared/us2006/017253
Mar ket Maker ahead of a resting Tracking Liquidity
Order_at the sane price. Exanple: Ranking of a
Tracking Liquillity Order Conparedlta Market Nai@/02
.06t s QrdertAre |Lea@rdgBket |Maker Glar ant ee |Process
[ 009h] oD exardbe@ 20.Ustirates tHe priority of a
Tracki n@0l00qui ¢ity Order gonpared [to Market Maker
Quot s GideriBt an options trading environnment. In this
exanplse) @ve0.6eef Makers 3 1 may send quotesjonly for
Issues I n which they are assigned. In this exanple,
[béw] i ntiaraRl exbRplk, GRnbRbwiag tvald fiitekoi Orgerois deceivedienthe
the NBBOis $2.00 to $2.10: Order A: Buy 100 @1.95 ->
@él‘ﬂ? miketRidNieSOP frGh e B8 with B\Webhiggorred 30 dir&e setemseto Siarket
= 750 -> Oder C Buy 100 @2.05, Tracking Liquidity
MiE: MNer nal book | ooks Iike this: [0096] In this
exanpl e, the Market Maker Quote Book 33 includes the

fol | oyl g 1*0}\)/'\/@ 20\0E UBedddb Rickdt Makbevibead Mar ket
Maker, and MVB are regul ar Mar ket Makers. Al

@ e binflg; aﬁlgfeeﬁﬁ'l\){ﬁﬂetaﬁll&léf MNI€ hed 8 elafdiMe inStradtio adh

ed in t ternal book. In this exanple, the

t { d
i %ﬁ%@%ﬁ%@%@é‘{ E e R0 DB0P R ReneT T e

%ét?}gg% 113% g[b Ore@elé‘lQ% (Stl%?ﬁlré%tgcp Okder 0L MOk INMker MMI,

recel v | ow ng or der:
automatically generates a Directed Fill priced at $20.01, a penny better than the

posting market center Best Bid ($20.00) and also a penny better than the NBB
($20.00).

[0092] Although Tracking Liquidity Order C can also trade at $20.01 and was
resting in the internal book before the Directed Fill was automatically generated, the
incoming order matches with the Directed Fill generated on behalf of the Market
Maker in the Directed Order Process. This is because the Directed Order Process has
a higher priority for execution than the Tracking Process. Directed Fills always have
priority over Tracking Liquidity Orders at the same price, without regard to time
priority.

[0093] In a different implementation of the Directed Order Process, the posting
market center 20 may allow registered Market Makers to create a virtual book of
“Guarantee Orders” instead of using standing instructions to dynamically generate
Directed Fills. In such an implementation of the Directed Order Process, if Market

Maker MM1 had a Guarantee Order to Buy 1000 at $20.01 in its virtual book, the
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Sell 500 @2.00 [0098] Tracking Liquidity Oder C has

the sane current executable price ($2.00) as the three
woOhodea19eker bids ($2.00), and al so has tinme pCT@SR0¥/017253
However, as Lead Market Maker LMMis quoting at the

NBB ($2.00), LMMis eligible tg trade in the Lead.

ek oK ssemaI hec e S s bet BT AR EEGE irected
step ahead of MV to trade up.to a specifie

Qnderr taritel dQ0® &t B2 1ayith Markpt Makepl ?’HP‘Q “é%t‘jh’EJF &raraigey
is also entitled to trade ahead of Tracking_ Liquidi Ly
@derenotthesEragking/Lignisisy Qydss hepavss the fgiterted Ot Brqcaisicrsrutes

are eligible for execution in the Lead Market Maker

fizstar ant ee Process, and Order Cis not displayed. Wen

the order matching engine 2 1 determines that a quote
[08941ar kas dlubteated in thast exaniilesah Djregied Ordar ds exeputed againshipe
behal f of that quote. The incom ng sell order matches
DRE:teddHill paiht ¥ intub Guarhnts®Ordsoef thedesignatgd Manket Makgy aead of
$2.00 in this exanple. The internal book remains
aRsigTyadting [0Q88ity Ctier dvklrdsate Priker Quot e Book now

| ooks like this:[00100] After the incom ng order
EXaadis Rankinpef b @eakiva i kgidifyiOrder Cunaapadto &arkan dlake

remai ni ng 300 contracts trade according to nornal
Rrtheedat MaRkdd Makerd GyardntdecPsodess t he Di spl ay Process: 200
contracts match Market Maker MVR's quote @2.00, as
[9Bs]hasThis NexaRpicOtliubyatey e phibritanel W\VBrackingl Lig@0ity Order
contracts match Market Maker LMMs quote @2.00, as
de(}jﬂatba_stotmmemhmqwe@\ae rin MYBopliBk1ikingAenvirhemenmc o thip
order is conpletely matched in the D splay Process, no
%Hg)leo Miket! N8kdrd) 80 Thd}0 sl Aioteks Sondy Brl isddlee it ovhéchethey are
wth Order Cin the Tracking

assigned. In this example, the internal book contains the following orders when the

NBBO is $2.00 to $2.10:
- Order A: Buy 100 @ 1.95
- Order B: Buy 800 @ 1.95, Show Size = 50, Reserve Size =750
- Order C: Buy 100 @ 2.05, Tracking Liquidity

The internal book looks like this:

Price Display Reserve | Liquidity | Discretion Tracking
point
2.05
2.00 Order C:
100 @ 2.00,
MaxPrice = 2.05

1.95 Order A: Order B:

100 @ 1.95 750 @ 1.95

Order B:
50 @ 1.95

[0096] In this example, the Market Maker Quote Book 33 includes the following

bids, where LMM 31a is the Lead Market Maker, and MM2 and MM3 are regular
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Process. Orders in the Tracking Process cannot execute

until all orders and quotes at the sane price have
woxemukedsfirst in the Lead Market Maker Guar aRCE®AIS2006/017253

Process, the Display Process, the Reserve Process, the

Li quidity P . and the D i P "
MR UL DS B R et SRt BB Hh FreiRy gred

except for the Routing Process. Exanpl.e: Ranking of, .
thm g0l ok o 91 RO, BB A PrIGRTEh SomIguRS 10 their
Quotes in the Directed Order Process [00102] In this
timestapipe in thesednensp shogAdel™di ng envi ronnent, a Mar ket
Maker who is not the |lead Market Maker is granted the
SMnanbetgvlaker 2ges f or Biflsar ant ded parti ci pati on according
to t MMRul es of Bid@0PD@ 269 ed Order Process. In this
exaniMM t he | ntBid360 @d6&k |looks as it did at the

begi miv3g i n { heBiléadl@mabket] Maker Guarantee Process
exanpl e above, and the NBBOis still $2.00 to

[889740: [ DRINBBOTethidasteripleMalkeo0 @UDIE (Babk 800%| THe posting
sane follow ng bids, where LMMis the Lead Market
NRk6r cerBER N8 eheDMBovAhgordegul ar Mar ket Makers. All
three bids were received after the orders were al ready
storeg galyb%?bmmernal order book. In this exanple

al so, the quotes are prioritized according to their

@hij@ﬂ afRskiAs Ligaldit9 \Urder| @040 sahitecuNBBQxecutdile Hicet(62.00)
2.10 (800 x 800). In this exanple, the Directed O der

is{]tﬁg e VRkQREIRPhiEs (:ﬂ?.zdgg Qnd 986 hikGiniPpriceity. CEOWSer, 0 Lead

order sending firm is perm ssioned to direct

%ﬁi%[ Rak@ It&q?{ei%'hgtﬂ{é Aggﬁgﬁl (Em)M,VEl\mbs cliile &SR ih Hige

OW Nng cted e posting market center

294 Markaelhker Whal@e Pocest "EAMLH dnfitddiokedp Alebs MVB to

trade up to a specified guaranteed percentage (e.g., 40% in this example). LMM is

also entitled to trade ahead of Tracking Liquidity Order C as only displayed orders
with time priority are eligible for execution in the Lead Market Maker Guarantee
Process, and Order C is not displayed. When the order matching engine 21
determines that a quote is marketable, it automatically generates an order on behalf of
that quote. The incoming sell order matches 200 contracts (40% of 500 contracts)
against LMM at $2.00 in this example. The internal book remains unchanged.

[0099] The Market Maker Quote Book now looks like this:

Market Maker ID | . Bids
MM?2 Bid 200 @ 2.00
LMM Bid 100 @ 2.00
MM3 Bid 300 @ 2.00
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[00105] Tracking Liquidity Order C has the sane

current executable price ($2.00) as the three Market
woOkb@ri2bidds ($2. 00), and al so has tinme prioritpCcT/US2006/017253

However, as designated Market Maker MMB is quoting at

the NBB ($2.00), MWMB is eljgible to t e in.th
[Pec et mepmingerrdsr TSt fad e, N Cupranige
of MR and LMMto trade up. to a specifi e%lh\%ua ant eed.
Ppesesse ifs dgfeaipiag $00 wppucintrads; accdingpiogiormpppriqeding Riprity
entitled to trade ahead of Tracking Liquidity Order C
ralss intike Display Prodgessr der Process has execution priority
over the Tracking Process. The incom ng sell order .
ne¢ cBes c@b@cts antahadorket Makey MMBBOetl@r 208 8y MJa hastime
MVB at $2.00 in this exanple. The internal book

r emaiptisrity peérdi\diichnd MMI0Bf The Market Maker Quote Book
now | ooks |ike this:[00107] After the incom ng order
trades in the Directed Order Process, its remmining
300 qomtsmats nigtchddarker Mhleer DN saquoRr @c66 aaEdBYIdias gime
to normal price/tinme priority rules: 200 contracts
natcliyribﬁ@m&rWQer MWR's quote @2.00; and 100
contracts match Market Maker LMM s quote @ 2.00
[00108] As illustrated in the precedi ng exanples, in
(00 63] € RO the REYmiRE ofdbieisi comPletdly MmatchedViar the DidgkdyeRrocess, no
guoting at the NBBO al ways trades ahead of a Tracking
oo St thY ifdofhgle @ertifavaRPR thlekéfite WitlVBideetC Mathe Tracking
quote at the NBBO nay execute in the Lead Market Maker

s n@)ﬁﬁrsaﬁ %eﬁﬁckiﬁé;ﬁoasi ah 6k xEEieaintiPaD 0RRE;, andEbtes at

e regular D splay Process. AUt hese processes have

t@% gé&{l%fn%fcyeqﬁé e)Eeiaﬁte{{ Flﬁs? ki 18 LBEPHARSt MRk Gkdnf@ Process, the

der w execut e ahead of a Market Maker

]gi’%gltag tPi(r)cpcleys e ﬁ&grvgg?&ciéﬁsg %’ﬁlé%%w'dﬁil tpYoct¥sdGhd the ObisérEiinary

C on prrcers and the Mar ket
Process. The Tracking Process has the lowest execution priority except for the

Routing Process.

Example: Ranking of Passive Liquidity Order Compared to Market Maker Quotes in
the Directed Order Process

[00102] In this example, in an options trading environment, a Market Maker who is
not the Lead Market Maker is granted the same privileges for guaranteed participation
according to the rules of the Directed Order Process. In this example, the internal
book looks as it did at the beginning in the Lead Market Maker Guarantee Process

example above, and the NBBO is still $2.00 to $2.10:

Price Display Reserve Liquidity | Discretion Tracking
point
2.05
2.00 Order C:
100 @ 2.00,
MaxPrice = 2.05
1.95 Order A: Order B:
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Maker's quote is inferior to the NBBO [00109] It

shoul d be noted that the precedi ng exanples are only
woypowayg1™6 expl anation in regard to the priori PgT®82006/017253
Tracking Liquidity Orders in conparison to Market
Maker quotes, Directed Fills, Guarantee Orders_ or
thei | f00@tliBndl Be@Ients. The Directed| Order
Pr oceéssOmiedBor {t he Lead rket Maker Guarantee Process
may besSDipldiented in a nner that differs from what
I's described in these exanples, without altering the
foonak) neTheaMarkiet Maké! @udté Bbolainvmdésethe Make follguatgebidss where
its functional counterpart) always executes ahead of a
TR ki tRQL daid Quidrkkit IWaker ARMBIR aht @B awe rpguila ddrke dMadkerg. All
Tracking Liquidity Buy Order is Received [00110] Fig.
thrdel Bilhs et REcitddearRf BResAers e ARcilg dtdpgd nhike dntelmnl order
mat ching engine 2 1 when a trader at an order sending
bbdkNIR fhisS&Bmplealsd! BE kidigs did pririlizéd/adBouingrtel dieirttimetamps as
posting market center 20. At step 100, a new Tracking
kigwsdity Order is received by the order matching
engi ne 21. The process first stores the limt price
S tthe 1T (™BkPrice") on the incom ng
.PE?EiNEHf?EuuuuB%ugggigqﬁer‘ as indicated at step
12— |uug||. L.E—dca 0 00 bcution price of the

.?ZL“IVM L. qu. BE "Z@YOI)“' will change during its
Max

F4h+

Hs—pree—+s—capped by the specified

" t 104
SR e e BRSO TRAT R el BieER eh e R Rirected
t 106, th d t th th

Qs Pty gpe iq"oéﬁé%pqsﬁnfhé"rk?ﬁ%m o ks G asﬁémg BRH36
Li dity Buy Od It d t hi

FoBbPisEendgo s [o e RETHALNAFEET SR LB e opdsabe
NBB, the process sets the current e ecut abl e price
follomineliraigdmmerdo fhepostinganarke 67t ?’fg? Tracking Liquidity

Buy O der
- Sell 500 @ 2.00, directed to Market Maker MM3

[00105] Tracking Liquidity Order C has the same current executable price ($2.00)
as the three Market Maker bids ($2.00), and also has time priority. However, as
designated Market Maker MM3 is quoting at the NBB ($2.00), MM3 is eligible to
trade in the Directed Order Process. MMS3 is entitled to step ahead of MM2 and
LMM to trade up to a specified guaranteed percentage (e.g., 40% in this example).
MMS3 is also entitled to trade ahead of Tracking Liquidity Order C as the Directed
Order Process has execution priority over the Tracking Process. The incoming sell
order matches 200 contracts (40% of 500 contracts) against MM3 at $2.00 in this
example. The internal book remains unchanged.

[00106] The Market Maker Quote Book now looks like this:
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equal to the MaxPrice, as indicated at step 108. On

the other hand, if the MaxPrice is greater than or
wequml12i6t he NBB, then the process sets the cBRCTAIS2006/017253
executabl e price ("CurrentBuyPrice") of the incom ng
Tracking liquidity Buy Cr equal to the NBB, as
i Matketa¥iaker BB &t ep 1Bids Finallly at step 112, the
TracNIM@ Li qui dilig 200/@ ZP@er| is inserted in the
Tr ackiMid ProcesBild0e@ 200t He i nternal book, in
priceViMi3ne pri orBity00 @2.00dijng to its CurrentBuyPri ce,
as indicated at step 112. It is inportant to note that
[0DEO7Pr defieri ther mbkmiigacder tiadg iro thet Dirccted ePrder Process, its
execut abl e price, and not according to its maxi mum
Rt oftfdctaradd v the MisEHs Piosest hedording ol eir@alagice/time
indicated at step 114. Inconmng Sell Order May be
FRRReiud] € Against a Resting Tracking Liquidity Buy
C)der [00111] Referring to Fig. 4, an enbodi nent of

theg PIeCEsRSicts %atdm&kéttl@aldépﬁl\}l? g qﬁfﬁé Eet.ocend er 20
recei ves an I ncom ng regular (i.e., non-Tracking

Li qui @iyt Xxltra@%lnln %11%51‘1{ l‘ﬂﬁ/ﬁ\}i’@ﬁﬁf{ @@@0 process for

an incomng Trac |qU|d|ty Sel der is

g)lgh@ tr gts %stl{?xteg ' th§ ﬂé‘gé déxag? es, St anl %leo&ﬁﬁnt of the

"ng rmr center elv a regu ar i ncom ng
S5t e YB3 5 RGOS L0 el BT
TEF MBI (-t R S e
L LR e B8 50 o

where the retrieved Buy Order. is a Track

r2aler Displgg Brachss- Al thEseproteses haye Prlawc?vgdﬁg&aa it Pl
ek i Drdetoyilerso et G Marker MRS Ripengy i the
rekine LoGiay OHer’s Gureb Rt Priseciaat TS i dhe Market

cannot match, so at
Maker’s quote is inferior to the NBBO.

[00109] It should be noted that the preceding examples are only by way of
explanation in regard to the priority of Tracking Liquidity Orders in comparison to
Market Maker quotes, Directed Fills, Guarantee Orders, or their functional
equivalents. The Directed Order Process and/or the Lead Market Maker Guarantee
Process may be implemented in a manner that differs from what is described in these
examples, without altering the fundamental principle that a Market Maker quote (or
its functional counterpart) always executes ahead of a Tracking Liquidity Order at the

same price.
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step 134, the incomng Sell Order is processed

according to the rules that govern the order type,
we 206/121M6 may be included in the internal bookpcrmwstmdo17253

to a superior away nmarket, or cancel ed because it
cannot be execut ed |nned|ately The process term nates
Ing , ging Lig Buy O 8IVBack to step 124, if
t he prl ce of the inconi ng, Sell Order is less than or
(001181  tBigthidlustestasithapseressynplynesated by itheorderHasichingeengine 21
process proceeds to step 126, where it retrieves the
WBB 2 trderst eportigssending fifsk 3¢ sends @ heacking liuidify Buy Quder to the
retrieved Buy Order is at or better than the NBB. (In
pidséngmargetoeen20, bt stept10P.camey Bagkiny Higpidity Oadens@rev&lwg by
Liquidity Order, the order is at the NBBif its
el prdentBulyiPg buging 2. ethearocess firkiestauBBhg limit psiceppegified by He
process determnes if the retrieved Buy Order is a
tladac KiMegPtice]) balitteyinéantieg TrdckingtLiqudityoByy Onden ashiadicated at
incomng Sell Oder and the retrieved Buy Order are
s1§ D026 dAMiough theeuaen eheatiae pdredifiige Tracking Liquildy iyy Order
rul es that govern their respective order types, as
widneRdeatiriag its liffmé,38. prith & @appeddsshd specifiehB@dkoerics,” which
determne if the incomng Sell Oder still has
AveNétahyes! ARBlep il 04 tittprsdesretti®Ves thé Nhtial BesoBid(GNBBI'). At
Order does have quantity renmining, the process

&5}5“106‘ YRS prloBess deRrndifiékt e pite kY Shduliebd pickenkip absighied to the
Oder and returns to step 124 to repeat the process of

BELAMEITRARG: th&ﬁl i§f By OrdeRC RHoBYthiehy compdfifig theMaxPrice to
execu e Wth the Hext best retrieve Buy Order or not.

NFE Offh e MMICC it LR GRNBB, S8 [prdkddeteth e heent
conpletely fill then the process stops as indicated

?}Lecﬁ‘ttaﬁg Ipflléez(e g[xg%ﬂ gPrfE‘)@ & Eﬁeﬁﬁco@[ﬂﬁg TiaRkifk ERyuid?e, Buyf Order

e retriev Buy der “is a Tracking Liquidity Order,
Eﬂx%gtro Jo N{a{cﬂgcgs 1gcﬁ$a?éﬂt Q@P bPé O el SR Wh R0 irhaxPrice is

s elig e for routing at step

%r%gter {han o} eJ;uSal to !ﬂ@'iln?s Hhackt g%cgs%fsdthé YurFHY eXdost8ble price

(“CurrentBuyPrice”) of the incoming Tracking Liquidity Buy Order equal to the

NBB, as indicated at step 110. Finally at step 112, the Tracking Liquidity Buy Order
is inserted in the Tracking Process level of the internal book, in price/time priority,
according to its CurrentBuyPrice, as indicated at step 112. It is important to note that
the order is ranked according to its current executable price, and not according to its
maximum executable price. The process is then complete as indicated at step 114.

Incoming Sell Order May be Executable Against a Resting Tracking Liquidity Buy

Order
[00111] Referring to Fig. 4, an embodiment of the process for when the posting

market center 20 receives an incoming ‘regular’ (i.e., non-Tracking Liquidity) Sell
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coul d possibly trade against the incomng Sell O der
and prevent it fromrouting. If the incom ng Sel
wondsrizigpe i s not routable, then a Tracki ng LPQuius2aiog/017253

Buy Order cannot trade against it, and the incom ng
Sell Order is processed according to the rules {hat ‘
Qrdereisrillusiated r(gher progese fqreangincomipg nhsacking Ligwidiy sgll Qyler; is
may be repriced | ess aggressively), as_ indicated at
ilosrpted 3d Figa ddinsteasl).p i steps] 20e i nogingsmagketsgegisr 20 yeceives a
[00115] Referring back to step 132, if, however, the
regudarinogige$dll @deie rThe ppisr ingtching gRgines2 k progses s gefivatsd-
then the process proceeds to the "NMatch TL BUﬁ El se
[BOLIZR" At sepe2?, thesprogeds tetricyes the bsstdhighesbpriegd)yBuy Order on
described in detail below, to determ ne whether the
the postiay achrkEt agnkdrn The prpgesithep dBmpaiek therprice pf the retrieved Buy
alternatively another Tracking Liquidity Buy O der at
Ofiler ®AhE pited efthe maoming S Qrderj asindichted pnstepni24g (Bethe case
Oder, or if the incomng Sell Order nust be routed to
Rher@ aRYreiRVEEBuy Dedeedsla Thicking LipaditVErdsh, thien theypriee of the
Rout e" process is conplete, the process stops as
ieftiveRt BeY aOrdst efatl42. e{a0Rkd6lis Rhé eMrackigg t biguidity ®rder’s
the "Match TL Buy El se Route" process referred to
eReMEBIIyPrice, Uity Minggicay If fhe prccosfalisintaning Bell tdedisabt less
step 150. At step 152, the process conpares the Leaves
B4R 6E Edudl Bfthé Plcd sTaReTdhEvaEe By Oréle] the whietshcahsotintacht 66 ht
order size if it did not partially execute prior to

| | i EOReE & Rbcekde ab@kdihEiottle Tul@catipgvern the
%g%ﬁ?gﬁkghﬁﬂgg%ﬁger. Bylgefinition, % Tracki ng O der
68 %Bé ye.%,xf Ohi SeBHALAR in 3Rk InRGRITHRSK, GbEted 1o\ eSRrisH Zveay
I's equdl ©r lower, as it nust fully intercept the

8159(?{ $rOPIEHE  he SN i@ ﬁiﬁ&g be P& FhmEAREIyACIThE rBRess
routrng. k

C A
erefore, if the retrieved Tracking

Lqui di ty Order has sufficient size to match the
#ﬁ me%éfg Lié%‘antity of the incom ng Sell Order, then

T
t ea}1 %¥ gciluglF% t\qpreettrtl]e%gd hﬁ? OI&e?%ﬁ!:e? then the process proceeds to step 126,
where it retrieves the NBB. At step 128, the process checks whether the retrieved
Buy Order is at or better than the NBB. (In the case where the retrieved Buy Order is
a Tracking Liquidity Order, the order is at the NBB if its CurrentBuyPrice is equal to
the NBB.) At step 130, the process determines if the retrieved Buy Order is a
Tracking Liquidity Order. If it is not, then the incoming Sell Order and the retrieved
Buy Order are matched with one another according to the trading rules that govern
their respective order types, as indicated at step 138. The process then checks to

determine if the incoming Sell Order still has quantity remaining at step 140. If the

incoming Sell Order does have quantity remaining, the process continues to step 144
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Liquidity Buy Order still has any remaining quantity
after the match, and if it does, it cancels its
woemwiini?g quantity at step 158. The reason f oPCTHIS2006817253
because a Tracking Liquidity Order can only nmatch once
according to the business rules for the order type.
whetrigyeohe sextdesfBuyaPrder apd remnsiorsp dyto renpat e rﬁ’gf’cg?sz‘&"
is canceled if necessary. [00117] Referring back to
detespiniEwhatlier thedngoming 8&lb@rdpy easexpryta Y iifhitha next beghyetrieved
Order does not have sufficient size to match the ful
BeaQuisr oqumht Op $heatther hand, ifdginpemige SI Ordse has hegw porppietely
process continues to step 159, where it checks to see
filledathyn the giacess stobs Iy iadikatedatisienditdi ty Buy Orders exi st.
I f additional Tracking Liquidity Buy Orders do exist,
[0bEh] t hRefpiring dmsk corstepnidds if thestetjpvdd Buy Prdee is @ Tracking
retrieves the next best Tracking Liquidity Buy Order.
Biquiglitg [@rdd2thert e pro@sedaerotiees Kb the dneedng érdehis aneotder type
best Tracking Liquidity Buy Order is eligible to
e wligibkyfoeratinght st 132s ICitris, einBuYickicg Ligaglity Buy Order
previously described, it is possible that a Tracking
dultpeksibly tBidy agdinket theSinguniag Sell Orddp@nd pleeert Gr frémo routieg. If
NBB I f it has already been capped at its specified
Itle Thdonfifd S&1 OMRX Bypeie ot olitableg theat Trheldig Miqaidity rBpry Order
Liquidity Buy Order is priced at the NBB, then the
BInA6E e #BhidstNE dn@ thé &eohing, SelherdRr iist protessddsactardimg o itlie
this retrieved Tracking Liquidity Buy Order has
sl thsti 0Em ShZSrdbiOtypd et Cie Riay b RandRRA b ig mae bk r&Prided less
even though the preéevious Tracking Liquidity Buy O der
g %esgﬂgl]y}, L intifdhed ¢ RpKI3ACnk titrdeb e fBuibatéd &l Step daE'S

e sufficient size, then the orders match as

Elﬁﬁ%]i ib?)g/feg&nﬁsﬁ&%g (te(% o8p 150VERWevd:rS the Mdmit@Sdl Offier type is

I quid oes not have sufficient size

?{iéi@g o bb Pifled! %n%é;@ﬁééss @gﬂ&ké&@ ‘{Snget QSLERL RS EMORbGe

ecks to see er Irtional Tracking Liquidity

B T A R, ot
%1166,0 ’ret%%@v%cri eTrLlékirggetﬂi(i]uelch%S u?/ eOpd%l)*(,t onb %ﬁém&[v@ﬁlk iaﬁlgher Tracking
Liquidity Buy Order at the same price, can trade against the incoming Sell Order, or if
the incoming Sell Order must be routed to an away market instead. After the “Match
TL Buy Else Route” process is complete, the process stops as indicated at step 142.

[00116] Referring to Fig. 6, the “Match TL Buy Else Route” process referred to
above is illustrated as the process is initiated at step 150. At step 152, the process
compares the Leaves quantity of the incoming Sell Order (which is its full order size
if it did not partially execute prior to this point) to the size of the retrieved Tracking

Liquidity Buy Order. By definition, a Tracking Order can only execute against an

incoming order whose size is equal or lower, as it must fully intercept the order to
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Liquidity Buy Order. [00118] The process continues in
this fashion until it either retrieves a marketable
wonrewkizmge Li qui dity Buy Order with sufficient BCTARIS206/017253
el se failing that and having eval uated each Tracking
Liquidity Buy O der whose current execution .price_is
peaventheyeNBRsingle Sharp 0p CRRHACE roay g’ﬂ“&%4.ef%ﬂ’tef°§?’e‘g e Friqved
process routes the incopging Sell Oder to one or nore
Tuaeking haquiditysBuit Ordsehagspiliciat gegfiofpateibthe Al Lo paguapy &F
that govern the routing of the order type. Afnﬁé th§<
thenincoming SelbPrdeoythrarthderders matchirepeltotherat seR P 4 &IdF fradelp
the NBB, if the process deternmines at step 166 tq,at )
prioed ot ter NBBi | IAttep Hifarthe processndateimings whetheg the Tracking
processed at step 168 according to the rules that ‘
IgjquiditynBthOrdsr stdll has pperemaining quahtity adaiihe suaichogndif  does, it
incoming Sell order might be posted to the book or
@hcs s igibinhgruaming at sepAkist Thomeasen fopdhis ischepmse 2 Aracking
the incomng Sell Order has conpleted, the process
LLiguiticy @ caii oslyepatd!y nceRepording g ey buskiesrgruldsfor thie ayder
Buy Orders When the NBB Changes [00119] Referring to
b THR provesntdph et swpaTe aferang ednvahsingsizalie carcaied dnceessreyy
B price at step 300, it checks to see if any
[00 B | nﬂefbxirﬁg ibadk 89 sBYYLSOY il @tfesretiiesdd DrackirpLiqoidity Bag Order
expl ained and illustrated earlier in this docunent,
§dR8 nbiiBE RatricRAOKzCE MAEH 1 hBifilll Bedvies iddkitycoft e afcoming Sell
Tracking Liquidity Orders with different executable
Bidef, fon (RSprH QB cHliHu RS Sk 158 e if ERals theedif empakidiont]
thel'r specified "MaxPrice" value and are no | onger at

’fﬁ?kik%@iqtu}éfﬂﬁ 'g%KIQﬂhéfs Thac ki Aitloh&lirsliking 1BgMdiy Bey Orders do

priced a BB are eligible for trading, all

did Ctjﬁ{er{]&e giaﬂ%gg %Bﬁt}ﬁu stpAB0 SwitERY it ReBEVel BhelRxt best Tracking

reeval uat possi bl e reprici ng when the NBB

Eﬂlﬁﬁ% Buy lGradeN G 3RY15BEhd Srodddchecks to see if the next best Tracking

Liquidity Buy Order is eligible to execute by evaluating its CurrentBuyPrice. As
previously described, it is possible that a Tracking Liquidity Buy Order’s price will be
inferior to the NBB if it has already been capped at its specified limit price
(MaxPrice). If the next best Tracking Liquidity Buy Order is priced at the NBB, then
the process returns to step 152, where it checks to see if this retrieved Tracking
Liquidity Buy Order has sufficient size to intercept the incoming Sell Order, even
though the previous Tracking Liquidity Buy Order did not. If this Tracking Liquidity
Buy Order does have sufficient size, then the orders match as described at step 154.
However, if this Tracking Liquidity Buy Order does not have sufficient size either,
then the process continues to step 159, where it checks to see whether additional

Tracking Liquidity Buy Orders exist. If additional Tracking Liquidity Buy Orders do

38



same as a Tracking Liquidity Buy Order's current
executable price, then no repricing is necessary and
woOhersord®™s remains at its current price. HowevecCT/ustoo6/017253

the new NBB price is lower than a Tracking Liquidity
Buy Order's current executable price, thenthe order. .

is6 tthea thigrecase contippgsde atep 4 vhere ipretriqvgssthe next best Tracking
aggressively) at the new NBB. Simlarly, if the new
hiprdigr BeeOrdsr.hi gher than a Tracking Liquidity Buy
Order's current executable price, then the order can
[06118ht | Bhiel prodses enntineey im fhihkaphion ugtil it gifherpretrieves a marketable
aggressively), but only up to the lesser of its .
Tacking Biguiditsl BuyeOrdenywilBpsuficient sizp.0or1¢ley] failingsthapnggpving
the process retrieves the highest-priced Tracking,
dvialyaiied iedoh Backin® IigniditnBdy Qrdes mdwse30urent dxecysion PESS istah the
conpares the price of the retrieved Tracking Liquidit
BBB, fustqrrodeed tchstem &64. NBBstpp iL6% .the propdse roudes tﬁBBle@H!g
than the current executable price ("CurrentBuyPrice"L
Ofdet heorteadr r@v adajl nadicisna thd WB B a¢oprdig/tothelaprmal hes that
the retrieved order nust be repriced | ess
SOeMme6 Foutihy of the otder sypendfiet the iproodesSels@tdsr hdseatisfied the
of the CurrentBuyPrice of the Tracking Liquidity Buy
S Haharkédat the DIBH) éf theprobiBBdetaminasai stert b that tist apger3titR has
If, on the other hand, at step 304, the new NBB is not
nesktylrbafiniB it Yaprocesll dt biep Co8 aeoidiipylrthe mlafthdtipovern the
retrieved Tracking Liquidity Buy O der, then the
Wd@tctﬁﬁe? e$OMd rBMEMddrof Heafcodiify SHMh@d hightiitqokisd toths beok
if the new NBB is greater than the CurrentBuyPrice of

biNgselirikhd O @ithe 16 FaH 62 @n bpd NBY. Bayr thE BesminkSell DedeNBE:
I's not "greater than the rrent BuyPrice, this neans

E&h‘?plaéé,‘{&}ée{elgsn@?,ﬂﬁ&esa’ig{gpq’ﬂg order does not need to

e repri Cc I's case, the process stops at step
gg%icir_%eﬁ'l g%i_r&% ]iiguitigi Buy étcfel's%éh the RBIE Qgnbdsqui di ty Buy
_ _ 0] _er_ep_rlce, en othe_r

:H@e ]; Lﬁgéh‘?%pt;iﬁ‘gé ?, S@F%E@fﬂr@egsy reBVes Gr Aeteinifiéd 4 n&PNBB
price at step 300, it checks to see if any Tracking Liquidity Buy Orders must be
repriced. As explained and illustrated earlier in this document, the internal book can
contain a multiplicity of Tracking Liquidity Orders with different executable prices,
as some Buy orders have already been capped at their specified “MaxPrice” value and
are no longer at the NBB. While only Tracking Liquidity Buy Orders priced at the
NBB are eligible for trading, all Tracking Liquidity Buy Orders may need to be
reevaluated for possible repricing when the NBB changes. If the new NBB is the
same as a Tracking Liquidity Buy Order’s current executable price, then no repricing
is necessary and the order remains at its current price. However, if the new NBB

price is lower than a Tracking Liquidity Buy Order’s current executable price, then
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[00121] Returning to step 306, if on the other hand,
the NBB is indeed greater than the retrieved Tracking
woizonsidivy Buy Order's CurrentBuyPrice, then tReT/US2006/017253
retrieved order may potentially be repriced nore
aggressively. To determ ne hom1aggresslvghy it cany%%
thee prder mwst aleysphecieprieednlower A€o deshirREeHRCON 3hMecey -
| ower, the MaxPrice or the NBB price, and mjst ch80 €,
Simidartyo i the gfewt NBBt miise Jp ihigher thir a TiacKing, &1aUHIty By s@o s
it conpares the NBB to the MaxPrice value. |f the NBB
querent cxequtablet pricet tham theherdert sananptantialiygles pricefidyigher e, more
val ue, then the process proceeds to step 312 where it
agptessitelnd, buabulg upfo thh éesn pf énviERrioe pekthe pew ABBMrCeK| ng
Liquidity Buy Order equal to the NBB price. If, on the
[00120f hainsdep 0% thy poesss refdtes rha bighest-pr¢edplragiang Riguidity
the NBB is greater than the MaxPrice value, then the
BuyoOaRE andnit istepe3Ddt chesprogsS 1@ onknpares jthe priigscisthe fretripned
order is already priced as high as it can be, i.e., if
TrhekifLiGeidinBByPOrdee td the acjudIBR priceh & thiand NBB iy idssithan thie
the order is not yet priced at its MaxPrice, then the
SRRk Scus®leSprich ¢ Cliren By BiiaePy dftke afridvbd Tiackiok Liyidity Buy
Liquidity Order equal to the MaxPrice val ue as
ORIE GRhaRe Ririevb®Brddd fust[tRQdRRkd Nst ageréssipelyciToghiskead, the
CurrentBuyPrice of the retrieved Tracking Liquidity

ﬁ;‘Hé’esQﬁé@ fhe vali® PHIRCERSerRIRPYi0s! 85 tHeOTradkey BigbidityMBey ertér
nserts the Tracking Liquidity Buy Order in the

%déﬁfté Che R 1988 SS ihdE¥Rld Rteh 2.1 1L &F thabthBankd,ae step 894) the

e price/tinme priority of its new CurrentBuyPrice

%@3\5 N%{B dié?]pté@%ﬁﬂiﬁ%h@(fﬁ% o B0 SyrrkitBuytrRE ot 1 rbitiendddithdking

rrent BuyPrice did not change because it

%@‘,dﬁ% ?22 Q%f%e?,t théd e [gg?ggsicﬁﬁtinu@sc’to%pefom WESe Rlch&KER see if

e order es not need to be re-ranked in

B By LGRS b g
13{1)9 Ir eir.t ¥ tl%%]gisd ot %re%f& fan tﬂefCJ}%n%%)xtiée?ﬁﬁé means the prices
are equal, and the order does not need to be repriced. In this case, the process stops at
step 308, because if this retrieved Tracking Liquidity Buy Order does not need to be
repriced, then other lower-ranking Tracking Liquidity Buy Orders will not need to be
repriced either.

[00121] Returning to step 306, if on the other hand, the NBB is indeed greater than
the retrieved Tracking Liquidity Buy Order’s CurrentBuyPrice, then the retrieved
order may potentially be repriced more aggressively. To determine how aggressively
it can be repriced, the process must determine which price is lower, the MaxPrice or

the NBB price, and must choose the lower of the two prices. To this end, at step 310

it compares the NBB to the MaxPrice value. If the NBB is not greater than the
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orders exist, then the process is conpleted at step
320 as shown. If, on the other hand, additional orders
wdaomxisté t hen the process retrieves the next POEAIS2006/017253
Tracking Liquidity Buy Order at step 322, and returns
to step 304 and repeats the process egescri b 31?06"{?
refeieved rprdes’s IMaxPripe valusy thep thfchroessy progeed Lostepe” et ¢t
The process continues in this fashi o(g ntib{dgl I th
i valvd offthe iCuereatBuyPrive of dhe Dragking, Liquidity BieOrdsh pqug] gt
are conpl eted. Incomng Tracking Liquidity. Sell r.
NBB Recre e thootherdjandsithe procgss Aetenmpngsed S%émpﬁiatcta&’%% 1s
i mpl emented by the order matching engine 2 1 V\@(:n a_ .
dreast eharathe dviaxdirige vakse e ghef Pro¢RSD GoriBHeRs oastan Ak Viigre It
Liquidity Sell Oder to theposting nmarket center 20. .
ohtckstifthe Bex, is alrerdypiieed i high 2 itgan gwy-, it urrentBuyPbrice is
recei ved by the order matching engine 21. The process
dauslstd tist MaeRicetvelub. ifi the prdecés mopereti Hiriced abifs MpePriceaiiest the
("MnPrice") on the incomng Tracking Liquidity Sell
oS setfghd ireaBeyPrice of e P@Rking\Liqwidigh Ordes uply Bnthe
execution price of the Tracking Liquidity Sell O der
MikPrice halggs iddicatedatistep 3l4fetine, its price is capped
by the specified "M nPrice," which never changes. At
%pm] 204 fiert RErigih® GrRSCurfatBiyByies of the maievahBiacieg Liquidity
fer ("NBO'). At step 206, the process deternines the
Bhy Ofiet,AY probykehtigesnt sepl b, ywirssit gseds tho Trdvking Liquidity
I ncom ng Trr)acki ng Liquidity Sell Order. It does this
Blly @000 8 Traskidd PRIckRelel@ dfhe NEGnal bosihecdutdilly e ghe
IS greater than the NBO the process sets the current
Eﬁée‘/‘tﬁné ooty St iRehdwPCuentBurice hilien c IiTon gheTvthek hargl, the
ifquidity Sell Order equal to the MnPrice, as
H&giﬁjﬁ?tﬁ&‘ﬁ@ﬁy uePordiS CiltedtBEyrRidbalid R dhangé Hebumse it was
nPr

ce'ls’less than or equal to the NBO, then the

[ ; I "N 1he _Edeplidesmorsed tob
?lﬁ%(a? ?ltti%sf’nﬁ%%’rﬁcr@gag %iutrrelgﬁﬁ%dqﬁi Stltje?? )}Q’Stg?klr O der eqllJ1 al teo )

g’ehreanll(\é%clbh tt%sln{eﬂlqi ERxe dfh@‘pro%%s%%o%es to step 318, where it checks to

see whether any additional Tracking Liquidity Buy Orders exist. If no additional

5<t3t(s)

orders exist, then the process is completed at step 320 as shown. If, on the other hand,
additional orders do exist, then the process retrieves the next best Tracking Liquidity
Buy Order at step 322, and returns to step 304 and repeats the process described
above to determine if this next order should also be repriced. The process continues
in this fashion until all Tracking Liquidity Buy Orders that require repricing are
completed.

Incoming Tracking Liquidity Sell Order is Received

[00123] Fig. 3 illustrates the process implemented by the order matching engine 21

when a trader at an order sending firm 26 sends a Tracking Liquidity Sell Order to the
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Finally at step 212, the Tracking Liquidity Sell Order
is inserted in the Tracking Process |evel of the
wonw@ringlds book, in price/tinme priority, accordpagusen0s/017253
its CurrentSellPrice, as indicated at step 212. Note
that the order_is ranked according o jts current .
RogRg pakptecpier 2, At 208t m&aew?@imwdw O i3 tiiefriyed b
executabl e price. The process is thﬁn,conplete as
thp grdermalghing engirg2 1> 1lhe professirpigiamen theligprigg pepidied by the
Execut abl e Against, a Resting Tracking Liquidity Sel
mdge(“MipPricel) oRérdpeqnipg (Teacking .Ll@eldl%S@h%s&r,rﬁéndeed at
the process for when the posting market center 20
sterc 212y eblthongh theenirens exeaagjon price qtjthe Trackipg LigujdityjSe Order
Liquidity) Buy Order is illustrated (the process for
will ¢hangsrdunipg Tts lifskimegits prigaiiticapyedanythoppesiief $MinPrice,” which
illustrated in Fig. 2 instead). At step 220, the
noyst ¢haggavarkstep9is e pROessactipves sheaNptingal Best Ofeb ANRP™)-
Buy Order. The order matching engine 2 1 process is
Ac$tery 2060 the[[DE:E&5]cteiinines dhe pRi@ that sheuldrhspeessntlyeassipradde the
the best (lowest-priced) Sell Order on the posting
masda TeskingrLiquiitiey PelbOetes fthiers thisfpacamspating therMip@ries to
the retrieved Sell Order to the price of the incom ng
B WBD.dHTthe BinHrivdiicgtael thin the dBQ) 24k prOdess seftrethe awneent price
where the retrieved Sell Order is a Tracking Liquidity
PoiaentSélPede ) dfce Ghcontify MedckingVisiquidiy ISelDrOider tduat to she
eval uated is the Tracking Liquidity Order's
M PrRB! a38hdifHtddCR step Q8.1 DE tRY difirinasd, Jif thé MihBrideris kkes thén or
the incom ng Buy Order is not greater than or equal to
thRl Rthe RBY, thed@hd Blobdss 4atsl theQulreddiRE (“CuneASEITRiceT)E ke
cannot match, and at step 234, the incom ng Buy Order
[ ¢ iaf 1R NBO s iSAVREDattsh 210.
g?%@&&{§%§?%g§8@?ﬁ??gﬁéﬁ&%gaﬁhcIuded in the intefﬁgl

E%Qﬁy af chﬁ% 8¢h (e afr%ll&ﬂl riQhid AYVR¥I Brakel inRfted AR Bécking
| C e exe

ecause annot uted i Mmedi ately. The
Process level of the internal book, in price/time priority, according to its
CurrentSellPrice, as indicated at step 212. Note that the order is ranked according to
its current executable price, and not according to its minimum executable price. The

process is then complete as indicated at step 214.

Incoming Buy Order May be Executable Against a Resting Tracking Liquidity Sell

Order

[00124] Referring to Fig. 5, an embodiment of the process for when the posting
market center 20 receives an incoming ‘regular’ (i.e., non-Tracking Liquidity) Buy
Order is illustrated (the process for an incoming Tracking Liquidity Buy Order is
illustrated in Fig. 2 instead). At step 220, the posting market center 20 receives a

regular incoming Buy Order. The order matching engine 21 process is activated.
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process term nates at step 242. [00126] Referring back

to step 224, if the price of the incomng Buy Order is
wgnrestier79s han or equal to the retrieved Sell Opd&mUS2006/017253
price, then the process proceeds to step 226, where it
retrieves the NBO. At step 228, the proces cks
(ARLASh o1 Atee 22<1he wrpess Sapdvegihabes GV PEF SEU Oroct mafhe
the NBO. (In the case where the retrieyed Sﬁll Ordgr
Rosting matkek panipr-Li i RIPGSyS theaspmprie thsr i 9The rettipved isth

if its CurrentSellPrice is equal to the NBQ ét iteg
Owler totthe piigec dkesingremiag FRup yders ag ydicpted 7t Sé‘%Pe%F“‘s fny the case
Order is a Tracking Liquidity Oder. If it js not,
wheze theh eetiigyed el fOmgy isOp dispekingd Ligyislity dPidpieiaen pidgq of the
Order are matched with one another according to the |
tetrigdléch gSellu| Qrdert Hhat dovevelvatedeily thespuweking eLiguigily Order’s
types, as indicated at step 238. The process then |
ClreakSe!1Puced eveitsVindrick.) t Hehé pdempidie BrppmiyeiBry Srdar jis not
has quantity remaining at step 240. If the incom ng
SuaterGhateor dmelstotibes prigeuelithé tepriavedrSilh Ondgr, there the rogdassseannot
continues to step 244 to retrieve the next best Sell
fadByr andrad stee D34, nise incoring B AArderois Ipeqwessed advordinmiodhe rugs
det erm ni ng whet her the incom ng Buy Order can execute
thiaf fovervethe oxder BPste.g et magediighdedn der inernahbook, @utdadHe a
other hand, if the incom ng Buy Order has been
SPaRbrafvly ndrkdt] @tanddi@betdige r@aRS He Tkaptd dmmicdiictat B
at step 242. [00127] Referring back to step 230, if
%l’ggesgeetrﬁl{ngfégag seeplupOrder is a Tracking Liquidity

der, then the process deternmnes if the incom ng
RI0986] | ReRRing! 4K t )éﬂ-ﬁ dats hé peleé OF lecint@hing Bilyl Oglentis
step 232. If it is, then a Tracking Liquidity Sell

gegl%f thaf? gt RP RSB r¥ribveadR1agdbnsrice! then HRCGRBE8I piBudeds to
er and prevent it fromrouting. If the incom ng Buy

gel?j ?56 t%ﬂ%ﬁa it SethQles HRUNBD! eat &b}t sl HiRCkbRGs biiedky Whéther the
el [ Orde

rs cannot trade against it, and the incom ng

RiXeveli 481 ol der RIaPGARREChALCHONBO H11 fhe LA where the retrieved Sell

Order is a Tracking Liquidity Order, the order is at the NBO if its CurrentSellPrice is

equal to the NBO.) At step 230, the process determines if the retrieved Sell Order isa
Tracking Liquidity Order. If it is not, then the incoming Buy Order and the retrieved
Sell Order are matched with one another according to the trading rules that govern
their respective order types, as indicated at step 238. The process then checks to
determine if the incoming Buy Order still has quantity remaining at step 240. If the
incoming Buy Order does have quantity remaining, the process continues to step 244
to retrieve the next best Sell Order and returns to step 224 to repeat the process of

determining whether the incoming Buy Order can execute with the next best retrieved
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rules that govern the order type (e.g., it may be
canceled, or it nmay be repriced | ess aggressively), as

wondictiaimd at step 234, and the process term nRCEAISAI06/017253
step 242. [00128] Referring back to step 232, if,

however, the_incom ng Buy O.der .type js eligible t e
el e or st e olpeoega! pecrmiag By it hapdpc Coptfedly
Sel|l Else Route" prqcess,, as indicated at step 236,
filled, thensthe proeess sPLRSIRAIF A 8P 24 det er mi ne whet her
the retrieved Tracking Liquidity Sel| Oder, or .
[89127herRefersingibagk (9 §isp 30y liste| rejeuest SeH Qe & ahd racking
price, can trade against the incom ng Buy O der, é” i f
Ligeiditn Ooder.rtherBthp poycatsy defimines & the incepingoOrdsy is @R prder type
mar ket instead. After the "Match TL Sell| Else Route"
thatds ekigible forcrontingsat stept233. Bf i de shenax bigeking Ligniity 268 Prdgr
step 242. [00129] Referring to Fig. 7, the "Match TL
®eald postibly tiRdel agtinspthe deomingBey Pedgr prgl prgvsns itjfepom routing. If
illTustrated as the process is initiated at step 250.
tAe isbmng?Bay Ordee tpreois et ratahiartken Taeking higuidity et Prdgrs
of the incom ng Buy Order (which is its full order
@hie tiakle iapainkit dt, mod theaintoming Buyx@det i pedessed tagcarding to the
point) to the size of the retrieved Tracking Liquidity
1oek lthdDpaesin tByordeftypri (iggrit may Be amicelady dDitmay barepgeddyless
execut e agai nst an incom ng order whose size is equa
&ordsavay), asifidicitedatStep 284, layd thetpescessperntiimtesat stepr 2420
prevent even a single share or contract fromrouting.
@hﬂﬁf OREferrink Bableto” #éy 232y €l hdwavek ithginkoreinis BuyyOrBed type is
der has surficient size to match the full Leaves
A1A81E kd Ve Riutdaettien ‘ﬂ%rﬁ&sﬁgﬂ)cé}dﬁ% thet‘IMict e Sell d&isesRoute”
mat ch each ot her at step 254, and the trade is priced

@fﬁcésﬁ,ecls WRGeatelat SbEP3R 2R ddsBifbeRliR &8s belewtorleRBfine whether
ether the Tracking Liquidity Sell Oder still has

@¥etfi€x!€ﬁiﬂ£dﬁﬂleg%qaﬁ&ihl YelPLdRE, of RfothERtTedtkin@NGquidityi $ell Order

oes, it cancels its remaining quantity at step 258.
g}ge Ea%?ezlﬂ%e,f %B thaldd §%di1§t REGRLRENABUY BFder, N itihel i cdining Buy
er c onl'y mat ch once. The Pprocess stops at step
6zé%r %{utsF be &ll¥ed to an away market instead. After the “Match TL Sell Else

Route” process is complete, the process stops as indicated at step 242.

[00129] Referring to Fig. 7, the “Match TL Sell Else Route” process referred to
above is illustrated as the process is initiated at step 250. At step 252, the process
compares the Leaves quantity of the incoming Buy Order (which is its full order size
if it did not partially execute prior to this point) to the size of the retrieved Tracking
Liquidity Sell Order. By definition, a Tracking Order can only execute against an
incoming order whose size is equal or lower, as it must fully intercept the order to

prevent even a single share or contract from routing. Therefore, if the retrieved

Tracking Liquidity Sell Order has sufficient size to match the full Leaves quantity of
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remai ning size is canceled if necessary. [00130]
Referring back to step 252, if the retrieved Tracking
woizgqsiidiy Sel | Order does not have suffici ent PET/AS2M06/017253
match the full Leaves quantity of the inconing Buy
Order, then the process continues to step 259, where
the incéraink Buy @rdesctherf th eydersdentels @ﬁlapthqrraéén@p Aefh endythe dreds)is
Sell Oders exist. If additional Tracking Liquidity
Biekd aOtlie NBQilo Agxdtert 256, hbn prosessprieranres cuhpthon b Trasking
step 260, where it retrieves the next best Tracking
LiujditdSell Ofet stilChad@ny romaingquantty aftente pragsbeans! 16 Kelogss it
to see if the if the next best Tracking Liquidity Sel
@nckdy its :emelning quaetity at sxelis Thoyeasom fardhis igbeicause a Tracking
CurrentSel |l Price. As previously described, it is
pigsigitplGrdérnein eniy maatdh nopel i Ghe gdidcyss Seopls aOrstipr 2% pitércany
will be inferior to the NBOif it has al ready been
RRRPEE stle id dabcad@biChddeedryl i nit price (MnPrice). If the
next best Tracking Liquidity Sell Order is priced at
BUEIBQ{eﬁ:HE@ bakletoPst@CERRSif 1t tetriesed Draskiep LRRlity el rQrder
ecks to see if this retrieved Tracking Liquidity
&fé's o€ suffdRentittd foGhAH the ifdle Ledves Qiadtigegtthé ineoming Buy
i ncom ng Buy Order, even though the previous Tracking
biddH 'tﬁjénttue piekdss @Krﬁ'ﬁﬁes‘:{b Gtep 989, Wierd ibtifeckLiblsteifatly additional
Tracking Liquidity Sel der does have sufficient

Z’{aéﬁnéﬂh%mltw&%ll &S §x1§fatIP£Bd1tﬁ>§aldﬁ§&diﬂ duiaip el Oaders do

However, 1f this retrieved Tracking

e; %luﬂhgrl fh¥ %Egs cgltﬂﬁl'és 08D 2801 Wil R r&HEVek BieQiekt BekZRracking

her the process continues to step 259, where

[ hﬁﬁﬁ%‘ﬁgﬁ drﬁers Skt é%}? &L éhcfa}?rgéésé ORRks & @6 kf e if-the e Bext

ers exist. onal Tracking Liquidity

faci(m%gﬁ d\?&}{%@ll@f ?lfgﬁbg{)tg Sel;lfgwpé"ﬁgxt GRS AURAISEMPrice.

ere est Tracki ng

hﬁggelvg)gt%l dg Haedgt(iiseé({sglel t]dﬁ llT{QE 1n &Elﬁﬁtz S?fg?ﬁg?ﬁg’%éé Will
g{:g (glgﬁo:' tlna lﬂflﬂ(gtly étsga h%llwl%e[)eew éalﬂpgcfjgtf g ls;%@ﬁieﬁ'lﬁﬁt pAke
(MinPrice). If the next best Tracking Liquidity Sell Order is priced at the NBO, then
the process returns to step 252, where it checks to see if this retrieved Tracking
Liquidity Sell Order has sufficient size to intercept the incoming Buy Order, even
though the previous Tracking Liquidity Sell Order did not. If this retrieved Tracking
Liquidity Sell Order does have sufficient size, then the orders match, as described
above, at step 254. However, if this retrieved Tracking Liquidity Sell Order does not
have sufficient size either, then the process continues to step 259, where it checks to
see whether additional Tracking Liquidity Sell Orders exist. If additional Tracking
Liquidity Sell Orders do exist, then the process continues to step 260, where it

retrieves the next best Tracking Liquidity Sell Order.
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eval uated each Tracking Liquidity Sell Order whose
current execution price is at the NBO, nust proceed to
webtew/126W6 At step 264, the process routes therPCmasniongl7253
Buy Order to one or nore away nmarkets at the NBO,
according to the norng| uIe t hat, ﬂ%overn t.he rout] ng
table

W’I?’He dRgyBioCcEsy GRNtinpes 'é‘r }Oﬁé‘&}?ﬂ §1ﬂ§15§/et’€‘f"&é|"‘ Rt
sati sfied the awa rrarket/s at the NBQ, [ tH"é dOﬁess
gan

Jeckgilieddi S e.zemtn srtficiemesiasy i FIss fpiling aving
quantity remaining, rocessed at step 268,
a&l@ﬁt@. qagh Trecking uqumcbfy &eﬂég rdejoviase Y@ BYegution; Brjse s at the
g., the remainder of the incom ng Buy order m ght be
wﬁ aapist progeed DGR 261 AitsEpRGhnhe pEIESSTORC Be wwomnfgoﬁuy
an updated NBO After the incomng Buy O der has
Ewdspite preior mprs giraycearkets af the MRQ nceprding épthegrmal rules that
Repricing Tracking Liquidity Sell Oders Wen the NBO
@hreamy the rp10DE 32 theRedatypen ghften i igcongng Rk Prddndapiabisfecglsthe
receives or determnes a new NBO at step 350, it
ahvey srketts & de NBOzifithe Pravessidatgrrhinep st diep JoGpt theprderssill has
nmust be repriced. As explained and illustrated earlier
iqarttity smeliminggritris procéssed attseepr2al abaoding tnthe owlesathat govern the
multiplicity of Tracking Liquidity Oders with
didet 8pertg. aleiabidbeoiplid ihesning Bug order feght bopabedso thabeok
al ready been capped at their specified "MnPrice"
vakle midh cadtiue @ vaid §&T analpdhtdé NNBO. A the iwohyhg Buy Order
Tracking Liquidity Sell Orders priced at the NBO are

@hd Snpiced, M pkdcashitéieninaddslat Ste@TH0o. ng Liquidity Sel |
Orders nay need to be reeval uated for possible

'RRBfidifd TAMAEDiqhiaky NRCORANWES the NBd\ehdhgw NBO i s the

Same as a ITracking Liquidity Sell Oder's current

S0 alferRid ©Fig. DNFRerd Be pROBEsk fdcBidled ¢ dBRARASAT dewtNHO at
the order remains at its current price. However, if

tgteéﬁ 336 % &ﬁ@sl% ls&Lif by Jf'f'aglti cﬁﬂﬂﬂy Rell Ot ngstLHe%ﬂrQEd YAs

CGrder’s current execu price, then the ord
@ﬁl&n@d Wﬁlustrated earlier in this document, the internal book can contain a

multiplicity of Tracking Liquidity Orders with different executable prices, as some
Sell orders have already been capped at their specified “MinPrice” value and are no
longer at the NBO. While only Tracking Liquidity Sell Orders priced at the NBO are
eligible for trading, all Tracking Liquidity Sell Orders may need to be reevaluated for
possible repricing when the NBO changes. If the new NBO is the same as a Tracking
Liquidity Sell Order’s current executable price, then no repricing is necessary and the
order remains at its current price. However, if the new NBO price is higher than a
Tracking Liquidity Sell Order’s current executable price, then the order must always
be repriced higher (i.c., less aggressively) at the new NBO. Similarly, if the new

NBO price is lower than a Tracking Liquidity Sell Order’s current executable price,
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be repriced higher (i.e., |ess aggressively) at the
new NBO. Simlarly, if the new NBO price is |ower than
wa 2006ackiong Liquidity Sell Order's current exeedrailshkme/ 017253
price,then the order can potentially be priced | ower
i.e., nore aggressively but only down to .the
é%@@ efdeb(fanipp nmlwmpelée%lﬁwert e AOTE %B@%Yq?@eb“t ralydewp
At step 352, the process retrieves the | owest-priced
tpithecgreaiey of itgMinfiricy anskihe ney ¥BO Prigéd at step 354, the
process then conpares the price of the retrjeved
[PPEEKi ndt tercfiabe progess Fetipvge thedevastariord wragloe fAqudity Sefl
the new NBO is greater than the current executable
@rdet end AtCUapr Bt t%e Iprapess dleen) coptpareh therpsice obthe getripved dirpring
Liquidity Sell Oder, then the retrieved order nust be
Ligpidity &dll (de taghe es\sNIé(D;prlcEr o If HiesnednHBQ; isesrpaiercibian the
sets the value of the CurrentSellPrice of the Trackin
hirgui gietutatBeprice(F QarentSeliPtiee” hefithtlBOjicvad Trasking ddquidity Sell
step 362. If, on the other hand, at step 354, the new
ORI, itennthé regrievad erdet mast Hehrepricad Uess aggredsively. To this end, the
CurrentSell Price of the retrieved Tracking Liquidity
Fotdss Ssite valub eftht ICarpitS el e 0O thiei Travkingt IdqdigpSEbOG1der to
where it checks to see if the new NBOis |ess than the
B meRMNISO)] dsRndicedit sidpe3 et eivitiel othenbdndngr didpoidditieynew
Sell Oder. If the NBOis not less than the

QB0 B HoBelehtB¥ hef thel Vil JTRAN EukrEifSNIPHEE 5f BE Settiehed! Trackity
the order does not need to be repriced. In this case,

T&;[ﬁldl?& QER BRde RAStha brost8RortRMes QQQ%’%G wheré RicBecks to see if
rieved Tracklng iquidity Sel der does not need

1R nbf NEP s 1§s§ %an AR RRITPH QW e 18t U JUOTrd ki iG@idity Sell
Liquidity Sell Orders will not need to be repriced

&eperlf w&q\%ﬂéﬂ n&8E rtﬂég{‘ﬁlot(ﬁm%hﬁmlﬁ% thif m@z{hsttﬂ@pﬁéeg Qe

BO i s |n wer than the retrieved

g{]lﬁﬁ lﬁh{ﬂ %el‘dr&g &k Yot DELd tOQedl%ErlédO{ﬁ HROERE! hE Hdé@ss stdpeat
ere

rieved order may potenti al be repriced nore

?tglg 5?8?,’ %'eé’a%gey if t};@ regr?etvgcﬁ Iﬂ'aﬁﬁmg Sttt §e<l\’lsd)1)ﬂ§x] does not need to be

repriced, then other lower-ranking Tracking Liquidity Sell Orders will not need to be
repriced either.

[00134] Returning to step 356, if on the other hand, the NBO is indeed lower than
the retrieved Tracking Liquidity Sell Order’s CurrentSellPrice, then the retrieved
order may potentially be repriced more aggressively. To determine how aggressively
it can be repriced, the process must determine which price is higher, the MinPrice or
the NBO price, and must choose the higher of the two prices. To this end, at step 360
it compares the NBO to the MinPrice value. If the NBO is not lower than the
retrieved order’s MinPrice value, then the process proceeds to step 362 where it sets

the value of the CurrentSellPrice of the Tracking Liquidity Sell Order equal to the
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it can be repriced, the process nust determ ne which
price is higher, the MnPrice or the NBO price, and
wousds/iecimese the higher of the two prices. To porasendo17253
at step 360 it conpares the NBOto the M nPrice val ue.
If the NBOis not |lower than the retrieved order's |
NBO price dfvanl the otherhand.ithepieesss determpnes @b aar 3¢Gthat the NBE)is
where it sets the value of the CurrentSellPrice of the
lawerdkdnrthe MinRrice ivalye, Jesin| thagpreiesss @QXHRWS%SthmB@hﬁPi“é'@?CkS
If, on the other hand, the process determ nes at step
i866 otdeats alrbalyBiCed a5 Ibwweit carhies i.¢.hif thel Gimrenidel Redgejeequal to
then the process continues to step 363, where it
thdMEinBsice Valub elf dhederderiisnadlyetaaiggd grits ddigPrige, themtheProcesseats
be, i.e., if the CurrentSellPrice is equal to the
thé QRrrerSeliPaicel of thiefTradkingdrigedity ©rdeoequabto the iMigBricg valuesas
M nPrice, then the process sets the CurrentSell Price
iaflicstbat ftepckd.ng Liquidity Order equal to the MnPrice
val ue as indicated at step 364. [00135] After
[oems'aci Bfjert RRprichg denChedntRilPde of the hetrivetdr Trvidag Liquidity
Tracking Liquidity Sell Order, the process continues
S SdeR tiRERoccdd@ninids tb REEBEE vitRe: i inderks thg Thackiug diduydity
Sell Order in the Tracking Process |evel of the
$dit Orda! in RO KAk Biodehs tievel e thé iigernbl Beokpbdcordigy tothe
its new CurrentSell Price value. If, on the other hand,
bR nibieApHdrRY Jel iBUAGH CirreiRbélPace 8alus. QF b MlieSethbiPharle the
di d not change because it was already at its MnPrice,

Prackify q_,ri(gﬂicﬂ s@l &R BBent$diPRcd AR AbtdSHangO BEcalSY it was
6] e

need T e-ranked in the internal book. The process

a04ky 3%%\/1&%?&, aP ad6fhinethe k€p B3, HRAGKS ofder &RE n¥REDR be

any additironal "Tracking Liquidity Sell Orders exist.

f j L d | t it

R R 0952 R S8 BOERE el
addi t i.onal i St. . s i@y
B S i B Sy s =1 ) pdmnn

§ 58 B0 oS Idr RSe ok O Shrfedsh A7 GPGRNA. 16 e QR fand,

additional orders do exist, then the process retrieves the next best Tracking Liquidity
Sell Order at step 372, and returns to step 354 and repeats the process described above
to determine if this next order should also be repriced. The process continues in this
fashion until all Tracking Liquidity Sell Orders that require repricing are completed.

[00136] Examples of how Tracking Liquidity Orders of this embodiment operate
are provided below. It should be understood that the order and quote prices and sizes
discussed in these examples are by way of example only to illustrate how the process
of an embodiment of the invention handles Tracking Liquidity Orders. Tracking

liquidity order behavior is not limited to these examples. For illustration purposes, in
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to determine if this next order should al so be
repriced. The process continues in this fashion until
wabkbosficewki ng Liquidity Sell Orders that requi PET/US2006/017253
repricing are conpleted. [00136] Exanples of how
Tracking Liquidity Orders of this enbodi nent operate,
the exqmrndes etayy, ithe Biagking Lignidity @rdses 3ip deavay Bogeverigdisply” to
order and quote prices and sizes discussed in these
mdigatp their status appondisplayed etdempl e only to illustrate how
the process of an enbodi nent of the invention handles

] ceilLl ] (10 = (A 32913 P < -
behavior is not linmted to these exanpl es. For

Tracking Liquidity Orders are shown in ]
MaekeeCamerdi, Spduayitg $20.00disea02 ThesfoHowingbuworders are posted in
nondi spl ayed orders. Exanple 1: Incom ng Tracking
theGnterdaltbpolBuy Order is Posted [00137] In this exanple,
the NBBO is $20.00 to $20.03 and an away market,

Mar ket Oedek ¢ By 8060 @00t00N$haB20ze00540p RE2OveBBe =TI360

foll owi ng buy orders are posted in the internal book:
- O der Older BUBUH 06D @22M000, Show size = 500, Reserve
size 7500 - Order 2: Buy 1000 @20.00 - Order 3: Buy
300 @1e):893- ded @t19.9el | 600 @20.04 [00138] The

i nternal order book 1ooks like this: [00139] The

publi s engen. Repkeo Wiocdy only shows di scl osed shares,
| ooks like this: [00140] The posting market center 20

TRASE]Y €Sht REerh o RVbAUE 10814 8ike this; O der 5: Buy 400 @
ggﬁg!g Tr aE’EPT ngOLc?qui dity [0%1481] The process is
activated d”ﬁids' eferTing torFig. 2, at gy 10Z, the

85775500 @ 20.00 MarketA: 400 @ 20.03
Show size = 500, Reserve size = 7500
Order 2: 1000 @ 20.00 Order 4: 600 @ 20.04

MarketA: 700 @ 20.00
Order 3: 300 @ 19.99

[00139]  The public order book, which only shows disclosed shares, looks like this:

Bids Offers
Posting Market Center 1500 @ 20.00 Posting Market Center 600 @ 20.04
Posting Market Center 300 @ 19.99

[00140] The posting market center 20 receives the following order:

- Order 5: Buy 400 @ 20.02, Tracking Liquidity
[00141] The process is activated and, referring to Fig. 2, at step 102, the process
stores the specified limit price on incoming Tracking Liquidity Buy Order 5 ($20.02)
as the value of its “MaxPrice,” the highest price to which Buy Order 5 will follow the
NBB. The process continues to step 104, where it retrieves the NBB ($20.00). The
process compares the MaxPrice of Buy Order 5 ($20.02) to the NBB ($20.00) at step

106. In this case, the MaxPrice is higher than the NBB, so the process sets the current
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stores the specified limt price on incomng Tracking
Liquidity Buy Order 5 ($20.02) as the value of its
wONBocARIi®e, " the highest price to which Buy O &#em/u52006/017253
will follow the NBB. The process continues to step
104, where it retrieves the NBB ($20,00),. .Jhe process,,
eXeARiceRriqerRf %3@1\9‘(&1@ uigily, Bay er5(lf$£‘tﬁ. d%“eg@wﬁf ce
NBEBWS$20. 00). at step 106. In this case, the.l\/BxP[Ij ce.
paganeiegh iy the RS tavise ((BE-0Q ot sieR 1300 cERePIOEsSS 1pspgs Tracking
current executabl e price of the Tracking Lj ui%iiit Bu
Ianwidity Buy Ordey fdnto ghe Tracking Srppess aublysl 'é‘i%)“ BOQYI%% step
NBB price ($20.00) at step 110. The process jnserts
mﬁawﬁm gt isirankediacording t@thecprios/time pyiqrife ofr s, CuprggfBuyPrice
Process subl evel of the internal book at step 112,
(FRRPQ. i At the prinskefd$20:WoQttlerg! tand (Qrderp? et/ havgpriority over
priority of its CurrentBuyPrice ($20.00). At the price
DrhclkdroLigaiditBuePrder At GrapkingLigndity QrdoS sranked lagt ameng
Tracking Liquidity Buy Order 5, i.e., Tracking
the gudedi that Gmdradesati $20:Mnk eBhe procesariv sgmplaed gt deien 1A zas
can trade at $20.00. The process is conpleted at step
indidatecs i ndi cated. [00142] The internal book | ooks |ike
this: [00143] As Tracking Liquidity Oders are not
[00542]] ayBe, inteinal ok llooks tikathis: book remai ns unchanged and
still looks like this: Exanple 2: Tracking Liquidity
Buy Order Cagiapt I ntercept [ ncom ng SelOffedsder [ 00144]
Oler POF00THy 20006 Ket _cent er 20VkRerd:: Wes @ peo3 ol T owi ng
HAEdize = 50 REJer sizee! 150500 @ 20. 00 [00145] At step
Aecder 2:11000% 26.00 T N€ ProCess TGEl £V &80 1d)20.04
Order 50 400 @ 20.00. MaxPrice = oraer, wich Ts Buy trder 1
26.02 “ s conpares the price of
retrieved Buy Order 1, at

[00143] As Tracking Liquidity Orders are not displayed, the public order book

remains unchanged and still looks like this:

Bids Offers
Posting Market Center 1500 @ 20.00 Posting Market Center 600 @ 20.04
Posting Market Center 300 @ 19.99

Example 2:  Tracking Liquidity Buy Order Cannot Intercept Incoming Sell Order
[00144] The posting market center 20 receives the following order:

> Order 6: Sell 9500 @ 20.00
[00145] At step 122 in Fig. 4, the process retrieves the highest-priced resting buy
order, which is Buy Order 1 in this example. The process compares the price of
incoming Sell Order 6 with retrieved Buy Order 1, at step 124, and determines their

prices are equal. As the prices are equal, the process retrieves the NBB ($20.00) at
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prices are equal. As the prices are equal, the process
retrieves the NBB ($20.00) atstep 126, and conpares
woheospri®e of retrieved Buy Order 1 ($20.00) tecrhs20d6B17253
at step 128. As the prices are equal and the orders
are eligible to match, the process checks to see if
stepiiR6ad pormpyescelice £T ey Bk Ordeg | (0w e Bt sgp
step 130. . In this exanple, Buy Order 1 is not a
1282 &R thegPricyere gAYa) aed e ordessare gligiple se Batchnike prasessichecks
500 di scl osed shares (i.e. the Show size) of Oder 1
tp gea Waetped| By Ordse éds addadking higuidisy Qder b sten| 13Py | la ghis
for matching Reserve Orders, as indicated at step 138.
croonladiuyT@rient dceot g Tregking Ligeidisy Oper,40 thejproegspringtehes the
that incomng Sell Order 6 still has 9000 shares
580 disclapidehares tieathe Shew size) ofddnderel/ inghe Risplag processsccdsding
order, which is Order 2, at step 144. The process then
te themormal rdessfoemateling RedeerecOnders oo riptigated at step b8 ce of
incomng Sell Oder 6 ($20.00) with retrieved Buy
[W1d6l ZThePe@eSOIhemtat step h40, 2dterntiged that insontihg Selt Oodes 6 stk
equal , the process retrieves the NBB (still $20.00) at
Iat 60001 2Erea nslaithbiecto riade sotih atiriday thermeet bt by antder, lvéhidNBB
at step 128. The process then checks to see if
Ordérr 2, ew atdp By, @hdgrocessi therarcfuractol si¢p 124q wihdiet iy chnpkess the
step 130. In this exanple, Buy Order 2 is not a
pic@ ok ino@mini Peil Drtiyr 6QA3AE.00) with feitevpd Bag Oederat ($h@e0)tdpstep
1000 shares of Order 2 in the D splay process
128 C XgdinNgs the preed®t eg{hdllj the PrdcEs rBMEERItRONBBI @EH $26.00) at
indicated at step 138. Order 2 is conpletely depleted,
sepd 26 and @RS faPPUY ORIk N ief RRINID® akstepl 981474 prBB&ls then

process determ nes that incom ng Sell der 6 stil

décks §OQU iBRASRSI BURD:@PLEs b ik BEA iglidis) ORed 4Gster/\B30. in

there are no nore disclosed orders to buy at $20.00

tgiﬁ gxzﬂqﬁ& I BHBCER ot b tTra'%RiYngiicgugdiFyhﬁdX}? 6K R PraVe QG stEhes

retrieves Buy O der 7500 reserve shares at

t?% ﬁe)ﬂ(g)??hggg ot (Siller A thé%)iﬁi%&’ [n%cests I&@co%iﬂé: %o o BaiSsrice

matching rules, as indicated at step 138. Order 2 is completely depleted, and is
removed from the internal book.

[00147] The process determines that incoming Sell Order 6 still has 8000 shares
available to trade at step 140. As there are no more disclosed orders to buy at $20.00
in the Display process, it moves to the Working process and retrieves Buy Order 1°s
7500 reserve shares at $20.00, at step 144. As before, the process compares the price
of incoming Sell Order 6 with retrieved Buy Order 1 at step 124. As the prices are
again equal, the process retrieves the NBB (still $20.00) at step 126 and determines
that Buy Order 1 is at the NBB at step 128, At step 130, the process checks whether

Buy Order 1 is a Tracking Liquidity Order. As noted before, Buy Order 1 is not a
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of incomng Sell Order 6 with retrieved Buy Order 1 at
step 124. As the prices are again equal, the process
woetosieyms the NBB (still $20.00) at step 126 &Qw/US2006/017253
determ nes that Buy Order 1 is at the NBB at step 128.
At step 130, the process checks whet her Buy, O de i
TiscPa RO P, o {1 Rpctes TS b5 L BEFBF ShTERg! QFet
1 is not aTracking, Liquidity Orger, 0 the er cess .
imie Ssking procrsFocardige iAol ples Iggm Regorv, Ofgegs, again
Wor ki ng process _according to nornal rules for matchi ng
aRadisnipd atyiapel38,; Bay Qrder dds sompleiely depleied. andis rameyed Figin t
Oder 1 is conpletely depleted, and is renoved from
interealibevler nal book. [00148] The process then deternines
that incomng Sell Oder 6 still has 500 shares
[60148) afilhe procesy o determiney thes) Gncoming Felf Ordgred gl has 500
addi tional shares at $20.00 in the Wrking Process, at
shdreyaviidable oliadpatetepsld0niy dsretase phradditionelahprgs #$38.84 ¢ the
and retrieves Buy Order 5. The process, as before,
Wearklng Psodess, sttsep 142Ahapcasomogrsds thelfzagkingdoasss and seHeYeg
Sell Order 6 ($20.00) with retrieved Buy Order 5. As
ByyOrdedfr The pocess, Tasaekire getluing tio sticp Y240adlegompates thr prige of
($20.00) is the value stored as its CurrentBuyPrice.
ildo@miRs SeleOrden 6t ($26.08)xwip ketrived Bagudideras el Buy Pider 5 is a
process retrieves the NBB (still $20.00) at step 126,
‘BAkifdaligEidiy©flet, I8 brice(520.60)dcithBuyluExtded abits CuradntBuy@rice.
NBB at step 128. The process then checks to see if
TiRtpricey BOthBUskatpReire 8quab astwdil.adke Pepckdsareirididsyth ONBEY (stifl
step 130. In this exanple, Buy Order 5 is a Tracking
$20Q0) &tistep 196081d, devdiinflds tEEREicVEEBUY Oidead iOa the BBBCAttsEp
with order types that are eligible to be routed off

lg@.e TRO BEJcES AT dElks 46 e 8F reé#Rved Bup ORRr 3 3a TibEnD LRuRR
eterm nes that incomng Sell Order 6, as a regul ar

4 & <REi166d ' ISHI& is b AraR N LiqAdIEy Oler, which
dt)]iqg?rlgf %P éggl {nglhgl%séant]%arra c(%H%JuyISOréer g ell%co%di ng]r tW olc

thils it G%ah (())ﬁlyt&@cu% QR ol déPEPes HAVEY Sfigibletto 68 RoRE &P the

posting market center 20. At step 132, the process determines that incoming Sell
Order 6, as a regular limit-priced order, is eligible to route, and is therefore eligible to
match Buy Order 5 according to the rules for the order types. However, it can match
Tracking Liquidity Buy Order 5 only if it complies with the ‘size prevents routing’
rule—namely that the number of remaining shares of the incoming order needs to be
less than or equal to the number of shares available to trade in the Tracking Liquidity
Order to prevent routing. The process invokes the routine to determine if the
incoming order can be fully intercepted, as indicated at step 136.

[00149] Referring to Fig. 6, the process compares the size of Tracking Liquidity

Buy Order 5 (400 shares) to the remaining shares of incoming Sell Order 6 (500

52



Tracking Liquidity Buy Oder 5 only if it conmplies
Wth the 'size prevents routing' rule-nanely that the

wourodsar16 remai ni ng shares of the incom ng or#@er/use®ds17253
to be less than or equal to the nunber of shares

- available to trade in the,Tr?pkin@_§iﬁg;gity Crge@ Lo,
shares) afteny K5at idaghe HemuessrgriEy oF IABRESCH Eder § Frpsrds thg Sz
determine if the incoming order can be tullﬁ h
of Araskipe geridityaBuy Qedes ¢ ladhisexamplp Qregr S ioppfdepe enough to
Referring to Fig. 6, the process cong res the_ size ﬁﬁ
provantkOrdgr bi fgem dPutingBuds @rigait, the roerss Hsicuaines; that rzﬁéac ng
remai ni ng shares of incomng Sell Order_ 6 QSOgsh@re%L
LaquidityeBuylGler Aeannpictradecand shequiegsess Bypasses Traeking higuisdy puy
Order 6 exceeds the size of Tracking Liquidity Buy,.
@dete arfsl Gontinues 4o siga i, evhem it drecks fosseq i therg apseany rﬂs‘ﬁ‘&ﬂnal
to prevent Order 6 fromrouting. As a result, the
Trackbessiqudine Boy Meders thatt conldapisibly intergesi with iroepipe Sell Srdes
cannot trade, and the process bypasses Tracking
dingpedddiAsyhoBelyxi€ itle probesa hupks fom away warkeididy whpsq paces gMalag
it checks to see if there are any additional Tracking
Withf] tickntng SBUYOed 6y &5 inliiited oustep pors sndifipds Madrehdy's Ridy #
incomng Sell Order 6 instead. As none exist, the
PODOE RS she ke Prodessonlgs tharéndinibg 480 stats of cpwing Sell Order
overlap with incomng Sell Order 6, as indicated at
GiMarkds. Bnsket WElE thés00esharks sndodedreades 2 Bid0ike. A8 sendho,
t he process routes the remaining 500 shares of

%lg 8%%5@ JetofhihesMGhcdhih® SPOKRE 6 fas Adielsatniny shideb svdilaie,
S

ares and decreases its bid size. At step 166,

LG 8 §c&‘§[ﬂ@t§,‘gsrﬁﬁﬁca§éﬂ%€ stpe@ ng Sel | Order 6 has
no remal Ni ng shares avail able, and processing is

et [ Rk 43 ep 170. [00150] The
ﬁﬁ?@$na?m%%%ng§%§§5 i&e {his: [ 00151] The public
ofd kstike thisTTExanpl e 37 OfRikl ng

Order 5: 400 (_Zf) 59.00, MaxPrice = MarketX: 4003p20BBT Wen the
20.02

Ia I 1
T Ut JUUR IQM

Tracking Process
MarketA: 200 @ 20.00 Order 4: 600 @ 20.04

Order 3: 300 @ 19.99

[00151] The public order book looks like this:

Bids Offers
Posting Market Center 300 @ 19.99 Posting Market Center 600 @ 20.04

Example 3:  Tracking Liquidity Buy Order Is Repriced at its Limit When the NBB
Changes

[00152] In this example, Away Market Center A changes its quote to $20.03 to
$20.04 (500 x 300). When the posting market center 20 has Tracking Liquidity Buy
Orders resting on the internal book and detects a new NBB, it checks to see if it

should reprice any of the orders.
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Changes [00152] In this exanple, Away Market Center A
changes its quote to $20.03 to $20.04 (500 x 300).
wers/i2ime post i ng mar ket center 20 has Tracki ngCT/US2006/017253
Liquidity Buy Orders resting on the internal book and
detects a new NBB, it checks to,see if it.should .
OB RGO, Hg- 6 dbroip] S TR, PR ghetiTaponipe
at step 302, the process retrieves t Tr.ackin .
LingditgiByy e oritfeihenpigfiest gurret gfﬁﬂs%aq’i% PF‘&%?LG- e highest

executabl e price (i.e. the highest rrent BuyPr.i .
CwrrentBuyPeg@npinethis examplss ilbmevsﬂ?%oﬁ%‘?f 5 EI‘?eOKB}’] f‘f}z"kmg
Tracking Liquidity Order in the internal book. The B
biquidiss Orderein thoriplamekbedke hbaypraess (b Serapargsothp figw NB

CurrentBuyPrice of the Tracking Liquidit Ckger
(18003)00) the turren@pyBite, of o TEKIELIgHILY Okeshad. 00 Hep
the NBB price is not | ess than the CurrentBuyPrice of
Jodacking Liquidity Buy Order 5, the process continues
to step 306 to determne if the NBB is ‘greater than_ .
{00@54Jur FrethtsBugiPplecsinderise WBB. price ist it desg fhanphecCurentBuyBrce
($20.03) is greater than the CurrentBuyPrice ($20.00),
sOTRcking Y daidith BugiOrpartse tei prddeys dvstipres testemditeto determine if
aggressively, up to the lesser of the NBB and its
tHYENIBB i i€ @réateAlthat tap (Ri@ntBupRrieriogtesls bothimexsenpleghBBB
($20.03) to Tracking Liquidity Buy Order 5's MaxPrice
($98 @3 PR oreatth thafl ST urion By Phiat ($201e0)NBEBiysOhlegH ean potintially
step 313, the process checks if Tracking Liquidity Buy

BX P8ed Idrs ag’ﬁrés@i@é% W to@idleder dTitlINBB and its &llakitricei”. At step
if its CurrentBuyPrice ($20.00) and its MaxPrice

692 AhOBroc Rt RoRPatdd theAIBIS [1$20.08) @ Medcking Mequidioc Bag Ordar 5’s
turn, sets the CurrentBuyPrice of Tracking Liquidity

RekpfRA850.02)! nadPddterRnes iaBthlVINE isAfigheRS At Bidp 883, lit Process
step 314. At step 316, the process Inserts

checks if Tracking Liquidity Buy Order 5 is already priced as high as it can be, i.e., if
its CurrentBuyPrice ($20.00) and its MaxPrice ($20.02) are equal. As they are not,
the process, in turn, sets the CurrentBuyPrice of Tracking Liquidity Buy Order 5 to
$20.02, its MaxPrice, as indicated at step 314. At step 316, the process inserts
Tracking Liquidity Buy Order 5 in the Tracking Process level of the internal book
according to the price/time priority of its new CurrentBuyPrice, $20.02. Away
Market A’s bid at $20.03 is superior to the price of Buy Order 5. At step 318, the
process checks whether there are any additional Tracking Liquidity Buy Orders that
may need to be repriced, and finding none, processing is complete, as indicated at

320.

[00155] The internal book now looks like this:



Tracking Liquidity Buy Order 5 in the Tracking Process

| evel of the internal book according to the price/tine
wonrimriziweof its new Current BuyPrice, $20.02. AG@YS2006/017253

Market A's bid at $20.03 is superior to the price of

Buy Order 5.__At step 318, t-heproecess—checkswhether—
there are aBiSadditional Tiacking—Ligm iy Buy—orders
M&\‘mtA ) i { @rd%fl.d 9(:)0 @'2 rp4nnne,

0.0 Megketht 300 @204 < [ 00155]

l'i ke this:[00156] The
nchanged and looks |ike

Qriders: A0 @ HGM ng Liquidity Buy Order 5 is na longer

at the NBB, if a marketable incom ng sell order were
[08156F I'Ehe @ublicbrddr bbbl &mtainﬁmnchangedmlg thoklikaghisel i gi bl e
to intercept it, as that would result in a
trade-througdidsvi ol ati on. Far exanpl e, i®fferhe process
PG Malerlen®k dS00 @158 | 3P0sti@eNarké Gentest 690 @2A0.04 t
woul d retrieve Tracking Liquidity Buy Order 5 at step
ALPracibd BlGHIRE BLY Bkdek BEs 1Y IoBES atthe NBB, if a rairkeibidpint@ning
retrieve the NBB ($20.03) at step 126, and determ ne

deli b def SRR rhdeflidl @t thys fBHY, iOv6El ndt kePARIKR)o intercept it, as
Infertor to the NBB at step 128. The process woul d

&L}%u‘fmgdlﬂﬁl% thaQe-Hr&h WRAationh EbLeratnplePiftti@sprbdss received an

I ncom ng Se order to Away Market A and then stops at
Al M uFanmmiy o T o e ot By
{3 3B APl Bl g S hapss eiverunies
St ot ghre Semb o R TRECRE Iy RE olbes (00
B OB S 41GRp{1bs S 1pd RSl ARERIEHI AR YRE 158 hhere

eves agal n,
i(%rllcl)t}{es the incoming Sell order to Away Market A and then stops at step 142.

Example 4:  Tracking Liquidity Buy Order Is Repriced at the NBB when the NBB
Changes

[00157] In this example, Away Market Center A changes its quote to $20.01 to
$20.03 (200 x 400). Referring again to Fig. 8, at step 302, the process retrieves the
Tracking Liquidity Buy Order with the highest current executable price (i.e. the
highest CurrentBuyPrice). In this example, it retrieves Buy Order 5 again, the only
Tracking Liquidity Order in the internal book. The process then compares the new
NBB ($20.01) to the CurrentBuyPrice of the Tracking Liquidity Order ($20.02), at
step 304.

[00158] As the NBB price is lower than the CurrentBuyPrice, Buy Order 5 must be
repriced less aggressively. The process sets the CurrentBuyPrice of Tracking

Liquidity Buy Order 5 to $20.01, the new NBB, as indicated at step 312. At step 316,
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Tracking Liquidity Order in the internal book. The

process then conpares the new NBB ($20.01) to the
wouoreaniBeyPri ce of the Tracking Liquidity O dect/us2006/017253

($20.02), at step 304. [00158] As the NBB pri ce is

| ower than the Current Bu C

thecprprese istrissTraciihg biauioie By @ﬁ@% Eaeking PRy 1% of
Current BuyPri ce of Trackln |qU| dlt¥ u % ﬁ's E
tigp ntagnal bople apReYHINGES thgquc BTty pf 4P é%w wrentiuy, {wéep

316,the process inserts Tracking Li th(g gfy
$20. OﬂhBuS{'Da@mSﬁwgs prioyity ouer| Axyay Market A bt ¥4 ‘Rprlces

according to the price/tine r|or|t [ new,
aBuequekiuBuigding interestrzgident on B\@;powlwé?ar ﬁ%‘gef&rso hat Prﬂ%ﬁ%eﬂéﬁf
Away Market A's bid at $20.01, as the prices are eqtﬁ
dwaly arket integest attthe e prissi Abstep B, therqsssstaheeks v ere
center 20 has priority over away market interest at
dré enysadditiopali Trecking Ligtidjty Bug Ortére thet mek seedclacheiegpriced, and
whet her there are any additional Tracking Liquidity
BitingQotlg Ipsoct g isomplaeds imlidated b0 ced, and fi ndi ng
none, processing is conplete, as indicated at 320.
00055 9] THENAteinal iRyok abwhieukk likothis: ooks | i ke this: [00160]
The public order book remai ns unchanged and still
Tooks Tike tHigs: Exanple 5:| Tracking LiQffedi ty Buy

eMhrkER0 400 | The3 post i ng

he follow ng order: ->

00162] Referring to Fig. 4,
rketAs 20016Pr OCESS T el OideVAS eotT)@bﬁ.en I
TeStJar buyorder, ich 1s Tracking Liquidity
ﬁ;?y%?é’."@i%.gm. s—exanpte. The process conpares the

0 r a:

0T i 1 BRERER PR st e ARTAR I UL I e
5is a Trackl ng Li qui dlty Order, its price is

Bids Offers
Posting Market Center 300 @ 19.99 Posting Market Center 600 @ 20.04

Example 5:  Tracking Liquidity Buy Order Intercepts Incoming Sell

[00161] The posting market center 20 receives the following order:
-> Order 7: Sell 300 @ Market

[00162] Referring to Fig. 4, at step 122, the process retrieves its best (highest-
priced) buy order, which is Tracking Liquidity Buy Order 5 in this example. The
process compares the price of the incoming Sell Order (Market) to the retrieved Buy
Order’s price at step 124. As Buy Order 5 is a Tracking Liquidity Order, its price is
currently set at $20.01, its CurrentBuyPrice. As a Market Order is always marketable
by definition, the process retrieves the NBB ($20.01) at step 126. At step 128, it
checks whether retrieved Buy Order 5’s price ($20.01) is at the NBB ($20.01) so that

trade through rules will be respected. As Buy Order 5 is at the NBB, the process
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currently set at $20.01, its CurrentBuyPrice. As a
Mar ket Order is always nmarketable by definition, the
woneowassoset ri eves the NBB ($20.01) at step 128CTAIS2006/017253

step 128, it checks whether retrieved Buy Order 5's
price ($20.01) is at the NBB 0. 0 that .trade...
rsimfo v B0, Wi Tbehersdecs Kot R g fdhbd Pifige
the NBB, the processcontinues to, st 130.. where it
Qe k STheprasess defermipes BaigRyy Qrdeg > i arf%@wque“ﬁga i%& flgry, At
Order. The process determ nes, that ng %}der S is.g d
skpat3e iy Rroepss deteyinysdibat inpemiag Ssil 1Qrger {5 3y Pegaditione
determ nes that incomng Sell Oder, 7, as an
Mawketn@ider, n eligiblgrir aputey ahdr is thesefare eligthle tq gajch fiuy Oudqr
is therefore eligible to match Buy Order 5 accprdlng,
dcoortling to theasles fr therredestynes. Hppever, iHeanevarh Tracking Liquidity
mat ch Tracking Liquidity Buy Oder 5 only if it
BonPtdees only ifit cdneplies iwith they ‘size nrexentoigpiing Tulpminamply fat {he
that the nunber of remaining shares of the inconin%
amiter ofvemdipingshdres ¢fdlsintdming orderrpgdy totbe leshthap gnesup! tp the
shares available to trade in the Tracking Liquidity .
Aniker of haes axadiable tooirde igthe Treekipg dapadityi Qroerikie prey g routing.
routine to determne if the incomng order can be
Thd biocésstisvokeptirdroutise iondéteratiedifahe sncoming3erdef oon b fully
Referring to Fig. 6, the process continues on to
meIRRed, dshelidat@vesiesilBOt i ty of inconming Sell Oder 7
(300 shares - the full order size) to the size of
Efo@@i‘]i NYefeirfiigl @i Fig. BUYheOp@edss Tohtils vhatoesympate teeheaves
52. 'As the incomng order size is |less than the

AR SinbdrfiHE Gl YOrf¥ AR (3081 shres & th@filhordsr §ied)rto skd kikee of
s i1 ndicated. [00164] At step 154, the process matches

ing i . D Bithr&§ bl stdp 138 Aé thé inbonling okdengjze

E?SE@%?%‘@“E“%W‘ Uratncamd R e $20. 01 the NBE
gl iqui 9 maBchSE Ferhlissibleds kndighted.
Eslésg %&n}%ﬁ@ﬁ%@mﬁﬁf f)rc_lf‘elt:| lﬁﬁéﬁ fe

I qui r 5 sti has unexecuted shares at

i(i]ﬁgéglm‘h sf%ﬁ 134 atﬁgtnﬁygesg nfikbhEd Y 358! ¥hatdsd indenti@Ssell Wkder 7
ares femat ni ng, e

with Tracking Liquidity Buy Order 5 at the price of $20.01, the NBB price. The
process then checks to see if Tracking Liquidity Buy Order 5 still has unexecuted
shares at step 156. As Tracking Liquidity Buy Order 5 has 100 shares remaining, the
process cancels these remaining 100 shares, as indicated at 158, and removes the

order from the internal book. The process completes at step 170 as shown.

[00165] The internal book now looks like this:

Bids Offers
MarketA: 200 @ 20.01 MarketA: 400 @ 20.03
Order3: 300 @ 19.99 Order 4: 600 @ 20.04

[00166] The public order book remains unchanged and still looks like this:

Bids Offers
Posting Market Center 300 @ 19.99 Posting Market Center 600 @ 20.04
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process cancels these remai ning 100 shares, as

i ndi cated at 158, and renoves the order fromthe
wonw@rinelds book. The process conpl etes at step RZO/US2006/017253

shown. [00165] The internal book now | ooks |ike this:

[00166] The public order book renarns unchanged and

st|II Iooks i k | > | m.ng, Tracki ng

: SECk Lol Sioan he posti ng
narket center 20 recerv the f 0 der ->
(e 62k é”heseﬂtmgwe@%f fec?*r’%ﬁc 8‘011’ d&ty [00168]
The NBBO i s to $20 (200 x.400). Although in

t hi s X8, Sellﬁe%@ }9999rrT5%4!ﬁ'1rﬁgL'ﬂP dity Sell Oder 8
includes a specified linmt pric hat, .cr osses
(00T68E i e NBRB §M0kiot 30003 GG 40D 2 g At BT
the posting market center's own order post e
igogung Tragking Lanuidity, Sallh@rdsh & dpelided 4 ﬁpﬁ‘rl?le‘g i‘lrnﬁfeprrcg (ngs"b‘S
irrelevant since the order cannot currently execute E
thet Srosgre dhiefduerant NB Rvipdet A’s bigkat R0} and legks %)/red)@ﬁmégar et

the floor that caps how |low the order will follow the,
MBEY’s Refh erdet hopkt (ofedyBuBOrdend 258628 thespecilied; fyait price is
specified limt price of $19.99 as the MnPrice of
ifrelacdoi sigcd_ihe Wwirdkr teynrSe brraBtly execBteatt itstspesifieyy MinPrieg s plhe
204, it retrieves the NBO ($20.03) for the purpose of
MeiPeiEdTblly Rigfifdiahé doat thansips howdowelen otdeewil fibloctbe AR
the NBO. At step 206, the process conpares the

Makhi a6 h'%ﬁlﬁ.tﬁéabrdcesst Nere\BO (pbAfiedInit prict oL aethe
that the nPrice is lower. In this exanple, as the

MirPicé 6£THaSkih@MRhidith 3811 Uider BROstep DE2. pAt@s204, it retrieves the
therefore, sets the current executable price (i.e.,

WOr 4.6 thPihk ?ﬁr)po%)ot?a%&nﬁﬁungt the rdNBongHip betweasthe MinPrice
|nd|cate at 210. The process then inserts Tracking

é'r%d%é B0/ Sedidp 560k phodedt doParks aRKVIMBriEY ($10.99) toakeNBO
the i nternal book at step 212 in price/tine

?g.gﬁ éélli/dn&'ierfrﬂn%s Hat e MimehideR¥ 0GRy, 2Kis @xampad)ds the MinPrice
is lower than t?le NBO, the process, therefore, sets the current executable price (i.e.,
CurrentSellPrice) to $20.03, the NBO price, as indicated at 210. The process then
inserts Tracking Liquidity Sell Order 8 in the Tracking Process level of the internal
book at step 212 in price/time priority at its CurrentSellPrice, $20.03, and processing
is completed at step 214. As Tracking Liquidity Sell Order 8 can only presently

execute at $20.03, the NBO, no trade through would result if it executed at this price.

[00169] The internal book looks like this:

Bids Offers
MarketA: 200 @ 20.01 Order 8: 400 @ 20.03, MinPrice =
19.99
Tracking Process <
MarketA: 400 @ 20.03
Order 4: 600 @ 20.04

Order 3: 300 @ 19.99
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is conpleted at step 214. As Tracking Liquidity Sell

Order 8 can only presently execute at $20.03, the NBQ
woaoderiagmet hr ough woul d result if it executed RCTHS2®G6/017253

price. [00169] The internal book |ooks |ike

this:[00170].. Th [ d boqk ' d
L O TolioraS U s Ul STRLDS, G0

Changes [00BHS| |n this exanple Away NBF Ket A ehanges
Rosténgc¥iarket GentennA0NE 1P 02 | PasimgMarks Gepter; 500 @/ 20704"
step 352, the process retrieves the Trackin iquidity
Semple(h: pkingLiquidity SojbOrdeg [ Res NN é*g%—b—ghce
(Qlianges the CurrentSell Price). In this exanple, it
retrieves Sell Oder 8, the onl Trapki%g Liguidit¥
(@A iIn thiseexamplss dataybMetket 7hehaneesc s STIEH i 904 ah 474X
the new NBO ($20.02) to the CurrentSellPrice of the
Refarcikg ng Fig. Quiatistey 362.0e ntS2e. B8jevesatheskragking hiqudity Sell
[00172] In this exanple, since the NBO price is not .
Qfdentith thédowesheurut exebtSel IpFice Ciee. diie CrupkPelrice). In this
Liquidity Sell Oder 8, the process continues to step
Safaplep itdetiievesisen Ortiert§)eheNBy Tsackingd.iquidity @ider in the internal
CurrentSel Il Price instead. In this exanple, the NBO,
$DRO TR )prdcsss! tB&Scdnipares thtensSuNBEN($SSRD )P itheCligatSaiByice of
so Sell Order 8 can potentially be priced nore
MO TEReR Y Auidityder (520.0H et giepaser of the NBO and its
"MnPrice."” At step 360, the process conpares the NBO
Eo"éi%]OZin t1fis T 241419 siatél Wheli NBOSarice Osdmot Sreatdvl riRni dlee
$19.99), and determnes that the NBO is higher. The
PLRGRSSIPricdof THhdkingSBkSidin) Sel0fde Bt ieprodss cantiofies to step 356
Tracking Liquidity Sell Order 8 to $20.02, the new NBO
B dtEminRSr OBt &ds Ahn He@RirrdRiBellPMce Sistad Shfthistekample, the
process inserts Tracking Liquidity Sell Oder 8 in the

TR kb5 9 988 St ¥R! CRfreiitb&IF:RE EB26W3)D@OKSell Order 8 can

potentially be priced more aggressively, down to the greater of the NBO and its
“MinPrice.” At step 360, the process compares the NBO ($20.02) to Tracking
Liquidity Sell Order 8’s MinPrice ($19.99), and determines that the NBO is higher.
The process, in turn, sets the CurrentSellPrice of Tracking Liquidity Sell Order 8 to
$20.02, the new NBO price, as indicated at step 362. At step 366, the process inserts
Tracking Liquidity Sell Order 8 in the Tracking Process level of the internal book
according to the price/time priority of its new CurrentSellPrice, $20.02. At step 368,
the process checks whether there are any additional Tracking Liquidity Sell Orders
that may need to be repriced, and finding none, processing is complete, as indicated at
370.

[00173] The internal book now looks like this:
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according to the price/tinme priority of its new

CurrentSel |l Price, $20.02. At step 368, the process
wohewkg1abet her there are any additional TrackpPagus2006/017253

Liquidity Sell Orders that may need to be repriced,

at_370 [0Q0BP#81 The intern : fers
MaskesA[ 8300.@30-%he public or rde 0
and still |ooks |like this:

Tracking liquidity Sell Cr ;

QRdardi vaM0 @IM1995] The post i ndlausaihepl

the following order: - Orde K)r@ﬁ”Seﬁ@OA@l?@-%m ag,
Tracking Liquidity [00176] Referring to FI% , t he
[p01TdP S SThe pablicatrdss bSek tem@ind onchgnged ang ethl loples 18 ARis: nanner
as it did Sell Order 8. Upon receiving Tracking
Ciquidity S@ids Order 9 at step 200, theOffrpcess stores
FoRtneMekeiGeattr | 300 @ m9xe (PbRingdarkst Geher 060RE@ 20.04
MnPrice at step 202, retrieves the NBO ($20.02) at
step 204, and conpares the MnPrice to the NBO at step

ROl t HRodnB RidckBioll Sqdi@weSelitdraer Whie BMEOPritds Received
process sets e current executable price (i.e

[iﬁﬁcz_%fntﬁglﬂoﬁ{d Garkdt Rentet@0Qeoeiviel the NI Owaid drter: s

at 5 . The process then inserts Tracking
Li qui I y Process | evel
of i tg (lth)réitelg)?né 11@86@1998 Elig%ﬁg%%wkgwbot h Tracki ng

d
l‘ph e N e i

ot 8 fia Seft Phad? 8" ol 'r&@%fn pfrb&'idgm?%]i@it}t 841 ORILS Adkep

use rit

;Eh%?ﬁ {)S el sldl?érfgé: ﬁ'@Of ec%&ed Hl%it \ég ?ﬁl?%&g%hycﬁ’&éf*s%mﬁlce at

as a sup M nPrice
Th | | ust
s ot Bk taﬁsé#%:a&g it St s e
IOCaFf‘ step 286 nﬁs théJl ﬁ/ﬁg[;rlce i ower th!gnefhg N@(ﬂ Ithess sets the current

executable price (i.e., CurrentSellPrice) to $20.02, the NBO price, as indicated at 210.

The process then inserts Tracking Liquidity Sell Order 9 in the Liquidity Process level
of its internal book at step 212. As both Tracking Liquidity Order 8 and Tracking
Liquidity Order 9 have the same CurrentSellPrice ($20.02, the NBO), Tracking
liquidity Order 8 has higher priority in the internal book because it has time priority at
the CurrentSellPrice of $20.02, even though Tracking Liquidity Order 9 has a superior
(lower) MinPrice. This illustrates that Tracking Liquidity Sell Orders are ranked

according to their current executable price, and not according to their minimum

pegging price.
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peggi ng price.[00177] The internal book |ooks |ike
this: [00178] The public order book is unchanged and
webkdé121meks |i ke this: Exanple 9: Lower Prior PCY/US2006/017253
Tracking Liquidity Sell Order Trades Wth incom ng Buy
O der Hm0179] The postl narket center 20 receives
I

[0048T] oTheinterge! bpelelooksli 10: Buy 500 @ 20. 03
[00180] Referring ta Ei g

best sel | oBiflsr, which 5 nQ
Markéthi 80@@nifillle. The proceq ’)me. R 400 @) 20, ry) MinPrice =
of incom ng Buy Order 10 ( JBKEk
retrieved Sell Order 8 (whdEEINEESEREEES o
RO Nk S ORI Crder 0 £00 €2 20.02, MinPrice =
process retrieves the NBO ([REEX
conpares it to the price of i IaRIES
($20.02) at step 228. As theMpkitde90@@26%ual si nce
elT-Order 8 1S at the NBO,| Grbe 4pr 66@gs20cecks to see
rf—SefT—Order 8 1S a Iracking Liquidity Order at step

%&gs 'nrﬂefﬂuﬁhceai«a&mo& istuREhaR B Still RloR Riferthis: t hat Sel |
a Tracking Liquidity Oder. At step 232,

fhp

-t o
nrncess rofrl evres—+S

R’

tthe plULebblj&gern1neS thatl i ncom ng Buyfféxder 10 is a
[AR arléef, Center V300 w7 1§’§§Jer PR M&rketlOdaRr t 1880 @ 20.04

pre—1of |uuu||g I, Oder 10 1S

ot eli]t al Ly &8 3Rl £ 18n SLiOMdeRPibaowWith HHébfik
Ze prevents routing'

IdeL,s i ndi cated at step 236. The process invokes
Eh e SRS By S T Ay O der oan
 nco ngr%aiﬁ?%@e@%@?@ggp Shares - the full order’
t%iazelsthﬁﬁft@rgyengi%z@seé Bemoreh? s e i L o Sfhich i

size of th
Tracking L1qu1d1ty Order 8 in this example. The process then compares the price of

incoming Buy Order 10 ($20.03) to the price of retrieved Sell Order § (whose
CurrentSellPrice = $20.02) at step 224. The prices overlap, so the process retrieves
the NBO ($20.02) at step 226, and compares it to the price of retrieved Sell Order 8
($20.02) at step 228. As the prices are equal since Sell Order 8 is at the NBO, the
process checks to see if Sell Order 8 is a Tracking Liquidity Order at step 230. In this
example, the process determines that Sell Order 8 is a Tracking Liquidity Order. At
step 232, the process determines that incoming Buy Order 10 is a regular limit-priced
order, an order type that is eligible for routing. As such, Buy Order 10 is potentially
eligible to match with Tracking Liquidity Sell Order 8 subject to the ‘size prevents
routing’ rule, as indicated at step 236. The process invokes the routine to determine if

the incoming Buy Order can be fully intercepted.
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i ncom ng Buy Order exceeds the size of the Tracking

Liquidity Sell Order, the process cannot nmatch these
wondsrig179 00182] The process, therefore, proceeds/use06/017253

step 259, where it checks whether any additiona

Tracking Liquidity Sell Orders are present, | e .

(PHBEL ittt seRring aBiE. 5 hprarss Sarorra i gt A uanticy

Li qui Order, so the pro trieves . its n

di ]
o mpmmewi Qe 1 Ctgifirebaihe Elgsier sl Brie Sz PEgTackine

Liquidity Oder 9, as indicated at step 260._Jhe. £ th
Inquidibssll QrderfiAG shargshat sigm 3520lp s example, plags e Sipp gt the
NBO by conparing its CurrentSel | Price ($20.0 o, th
M@K BOY (2idern excsedsptho size ofs the Fragking LL‘I“&Wd%%&/b%r’I the
Oder 9 is at the NBO and therefore eligible for
reowessLtaiimy magchtthise ordginpl e, the process once again
applies the 'size prevents routing' rule to determne,
[@8182% OFte, prodess, Herafore.cmmpeegdsigystepr238y Whes it gheaks Mhgther any
intercepted, by returning to step 252. [00183
dddftienaliTagrkingdiiquidity Salle@rdes 2re prpﬁgnbip@}@ee@@n@bh?gg SellQyder
size of incomng Buy Order 10 (500 shares) to the size
ofs d1et 1 Teikidg TiquidiiynQrdes, qoitei pryceSefetriaesisy next pggyJracking
shares) at step 252. Since the size of the incom ng
Biid®y Selt Order) whish isTBacktine Ljuidéty @rdertf), es Tidigakadrag step 260.
Liquidity Sell Order, a match is permssible. The
PROBRSEs deenpboriat SEAtOles 9i iscasv agthBUYBQOr bje comparingt ik
Tracking Liquidity Sell Oder 9 at the NBO price of
SRPerfRIPAS: (520020 aRe NBOS($20.0D54 step 1262 pr As Esmkinb diquidity
checks to see if Tracking Liquidity Sell Order 9 still
§ﬂ§0ﬁﬁy 9UN§XBE WS aih e R foré bligible For2&Gcution de thid exuatpld] Gig:
shares remaining in this exanple, so the process

t NGin' HPRdsthd i kQSinga®ld 10 Peahiae, @BtbeRnd .if
&‘?g%g:"ﬁ"é‘ %gﬁua?gﬁsghggfzﬁ%vg@? 9 i% renoved fromthe

RS B TSABE ihe  dga om v
[00183] Referring again to step 252, the process compares the size of incoming
Buy Order 10 (500 shares) to the size of retrieved Tracking Liquidity Sell Order 9
(600 shares) at step 252. Since the size of the incoming Buy Order is less than the
size of this Tracking Liquidity Sell Order, a match is permissible. The process,
therefore, matches incoming Buy Order 10 with Tracking Liquidity Sell Order 9 at the
NBO price of $20.02, as indicated at step 254. The process then checks to see if
Tracking Liquidity Sell Order 9 still has any unexecuted shares at step 256. Order 9
has 100 shares remaining in this example, so the process cancels the remaining 100
shares, as indicated at 258. Tracking Liquidity Sell Order 9 is removed from the

internal book. Tracking Liquidity Sell Order 8 remains in the internal book and is

available for matching.
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avai |l abl e for matching.[00184] The internal book | ooks

like this: [00185] The public order book renains
wanedsangmd and still | ooks |ike this: Exanpl e 2OT/US2006/017253

Tracking Liquidity Buy Order is Received and Ranked on

an tions Postin et Center [00186] The exanpl es
(0¢84 fdﬁhedWmﬁltPéagg’PNE?@ sthisustrate one inpl ement ation

of how Tracki ng | i mll dlf\/ Orders trade
mar ket pl ace Bigdsn t hese exa he G

Maiietdr 260 3pPoi nt ed Mar ket Crier §: 400 @ 2002, MinPrice =
Wien an appoi nted Market NREEN
Maker in the issue, then t HMYEASREENR
Oudarant360 @ pAP? i ci pati on wi|tMerketdo 0@ A0ers in
accordance with the busi neg®rderdes 660 @ Hb04osting

mar ket center. By way of exanple, sone of those

[00E85] € SBhef pubRS ordércbobk renaiveuhetthngaul ant stilDtodks liexdhisut i on
Process referred to as the Lead Market Maker Guarantee
Process 1 n tggs docunent. [(00187] It shofferd be

G FARACIRal 00& Mwkel |Vrkmis NkereTinge B00C@3G04
escripbed belfow 1S subject to changé and serves only
to iIIustrate the matching priority of Market Maker
BHREES1d: N T8kiald Puilify BES Uil isTR&ekkd gnd RaHKed bh ¥in Options

&8.,0n the posting nmarket center, and that a
IS&EJIZ[P&[C é(, Ssion of Market Maker rules,

@ﬁfﬁnsﬂgl L é)(:fet% th%nfgll hﬂeﬁﬁﬁgﬁeﬁluk atDOHO nﬂpl‘é:ﬁ@ntmpgf

ocunen s of this exanple,

g R iy e(?r%'eri trg/%%lél ng[y&t% i ot 1B e,
A ARBe AR 10t i anip s Tialkeh UEEE YEfbmg e BFhen an

par |C|pa|on W t

SRR UBAET o 4 BRI A R0 B
the i pcom n rder, af ter. cust omer

F%reyst FYHR d}art{cgpag% Jyjth, geoming: or ers h accorhgnce with the

business rules of the posting market center. By way of example, some of those

business rules are implemented in the Order Execution Process referred to as the Lead
Market Maker Guarantee Process in this document.

[00187] It should be understood that the Market Maker Guarantee Process
described below is subject to change and serves only to illustrate the matching priority
of Market Maker quotes in relation to resting Tracking Liquidity Orders stored on the
posting market center, and that a broader discussion of Market Maker rules,
responsibilities, and entitlements is beyond the scope of this document. For the
purposes of this example, the issue has a Lead Market Maker (“LMM?”), and if the
Lead Market Maker is quoting at the NBBO at the time an incoming marketable order

is received, the Lead Market Maker is guaranteed participation with the incoming
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the Lead Market Maker's quote have been satisfied

first. As the business rules for the Lead Market Maker
wGuareanime Process may be inpl emented di fferenPCyuseao6/017253

shoul d be noted that the purpose of these exanples is

not to illustrate Market, Maker rantees,, it..j .
opder.y 6t i BXAPTRIS PRI TP SRATREET RERBIS Atk ekink Sorbdinin
to Tracking Liquidity Oders w.thin the order. t chi
sty the ICqBE OFFE AIPCHSPREY ARdSrS Wil Pries HinE Btiordty 2 o

enmbodi nent s usgd bel ow for illu tratioq@gynﬁoseﬁ. Ht
thehlonaH dMazkes laker neoksdhay h Been; sAtisiRd feslaftp ESUEIREE T8 'PORRT
Away Market Center A's quote is shown jn_the s idb
Lieadh Marlet Maker GeatantygdireceBoHRy pe E%Pliré%{lﬁe‘ﬂ\fgffﬁré’[‘ﬂ%a%g?“ ©
LMM s quote 33 for illustration purposes aLtQ$%%p
nated hathelpurpogeiefithese peampiestisingtity llyairals Mokt Maket Guarantees,
different table 25. [00188] At the start of this . ...
ivis aorjiluetrate the ruBBE df Masket Mdakenqstes compaigd fo Brapkingfyiguidity
conmbi ned Quote Book | ooks like this: [00190] The

qudirs indthior te ordeooitchingénginedils Therinvantios 13 inaogyrlwyied deythe
Mar ket Maker quotes and di spl ayed orders, |ooks |ike
dnitiodimenBQBEIL peldh borpliisstrating pvmpdses. 1t shoulsiralspcbernotedthas dn the
the followi ng order: -> Order 22: Buy 20 @ 2. 10,
ckampleh Mgt Ebltpw, diway] RBASOTebreAly optsts showadn theapaws table
and, referring to Fig. 2, at step 102, the process
Stomiesed Qeots ook’ iaed.chd MarkepMaker MM scpnieris for dbustratipn
Liquidity Buy Order 22 ($2.10) as the value of its
ﬁd@e&’s’, hEdugh bWE hargkiegbtepmiyg ecttiably\bh isoredBoy diffecmt table 25.
will follow the NBB. The process continues to step
[bOfiss] WNAF B ktart beihis k¥Bple} theNBBB i§ $2.000) $2.T0ME0 pBOk ess
conpares the MaxPrice of Buy Order 22 ($2.10) to the

ofbinel QuoRtBodk Gk @ thish this case, the MaxPrice is
I gher than the NBB, so the process sets the current

executabte pgce of the Tracking Li qui dokgrsBuy O der
Man&ia: §F@ 00 T M BUYPTTCE TTMM: 30 @2.10
ILMM: 40@1.95 MarketA: 50 @ 2.10

[00189] The internal order book looks like this:

Bids Offers
Order 20: 10 @ 1.95 Order21: 20 @ 2.15

[00190] The public order book, which disseminates the aggregated Market Maker

quotes and displayed orders, looks like this:

Bids Offers
Posting Market Center 50 @ 1.95 Posting Market Center 30 @ 2.10
Posting Market Center 20 @ 2.15

[00191] The posting market center 20 receives the following order:

> Order 22: Buy 20 @ 2.10, Tracking Liquidity

64



paraneter) to the NBB price ($2.00) at step 110. The

process inserts Tracking Liquidity Buy Order 22 into
woOhevsficewki ng Process subl evel of the internal POTASR006/017253

book at step 112, where it is ranked according to the

rice/time priority of, its rrent BuyPrice (%2.00). At
BU2D: 1 B esbeesmstvardan: TG BEr 3 ahapp e pipepl
presently ranked first anpng the orders and 0
jtoresathe seecifigd liawlerrise @n A1copyng Piprldes biquigsy &gy &%3??2732-%
posting market center 20. The process is co et F t
Sttap valderobiss TVieNFese &ihe TEHON|ce thansh IR SIS
remai ns_unchanged and still |ooks like this; Big
e NBBs Tigmkesesy cogiinueg 9istepd O aKherssiy rqtieves the NBRUS 20 (The
%.95 Market Ao 50 ( 2.10 [00194] The internal order
Procdss pamparesdhe MakRuacetddiByty @iders220§$R d P tocthey 8B Bo(h2.09 hat step
2.00, MaxPrice = 2. 10, Oder 21: 20 @2.15 Tracking
Rtode ti5s @se)dire MaxPricoishigir hoo 1e3{BBise theutspqess ssisdles current
book remai ns unchanged and still |ooks Iike .
tlebwatix pripd of k: Trackng Livyidifyousd Order B ty dewrreiBidrice”
Intercept Incomng Sell Order [00196] The posting ]
paasrsétr) ae rthe NBB priec 12083 at Iseepf 010l ofthe) grasesdeinserts Kopekdne
23: Sell 30 @2.00 [00197] When a marketabl e i ncom ng
DigdRlity (Buy R @& 226ifkoitine Prackiss Pectsh atblévab ofthe &ena wedpr book
Lead Market Maker, the order matching engine 2 1
& LRPPI D, t Rh&¥ & Uik Erahk@ according to the price/time priority of its

CurrentBuyPrice ($2.00). At the price of $2.00, Tracking Liquidity Buy Order 22 is
presently ranked first among the orders and quotes, as it alone can execute at the price
of $2.00 on the posting market center 20. The process is completed at step 114 as
indicated.

[00193] The combined Quote Book remains unchanged and still looks like this:

Bids Offers
MarketA: 50 @ 2.00 LMM: 30 @ 2.10
LMM: 40@ 1.95 MarketA: 50 @ 2.10

[00194] The internal order book now looks like this:

Bids Offers
SR N VY ENG N Order 21: 20 @ 2.15
Tracking Process <
Order20: 10 @ 1.95

[00195] The public order book remains unchanged and still looks like this:

Bids Offers
Posting Market Center 50 @ 1.95 Posting Market Center 30 @ 2.10
: Posting Market Center 20 @ 2.15
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order in the Lead Market Maker Guarantee Process if

possi bl e. However, the Lead Market Maker is not
wenbisiizedét 0 guaranteed participation unless tkeTNs2doen17253
Maker's quote is at the NBBO at the time the incom ng

or der 1IIS {‘E‘CEI ved , 'Sg,llb%)er

ACHEIRG i 5
SeII Order 23 cannot ex ute in tﬁg Lead rket I\/Iaker
(00146 s (1% PrtipE et SHEFT Of oGP Buhe ‘P&’H}% ngine 2 1
processes the order as if the issue did not have a
Lead MOmHen23nvsebp0 @38 98] At step 122 in Fig. 4, the
process retrieves the highest-priced restin
(001981 . Viben panaskeigble H’SOIBF‘&e?rQerl i 1pGGEvefhia ﬁpdgsuﬁg%% élé}§ an
or the Working Process that can execute at $2
assiged dvead Murket MMiakgr, thecrrrer matclng cnginfet] stempfs fPrﬁxgcute the
exanpl e. The process conpares the price of inconin
dBedr|in Qredlenad ABarkg MaG) Guprehice BracpssyEpossible- cﬁlcﬂ@rveeih ead
step 124. As Buy Order 22 is a Trackin quU|d
Mhrdtetr Maker 5s poti enditlédstosguaragteed harticiphtios @?esq; the Market Maker S
Current BuyPrice ($2.00). The process conpares the
quoiecie at A NBBEX st tias tht frevpmingsyderriereegjved. . In fjs exqaple, the
prices are equal, the process retrieves the NBB
I(¥iR1 61Q) (4at@ 1 9P) k26feriant the NBB €82.00hesopn¢argng Sell Order 23
retrieved Buy Oder 22 ($2.00) to the NBB. As the
Rinh&RSechtetin SHBdad Muikdt Maker Gedrantee Rroedss, gndthe arder meatabing
the process checks to see if retrieved Buy Oder 22 is
éhghleaC pkdt@ssbd @ bdlet 3 el Bsuedid AdtdavelBDead MarkétiMaker.
exanple, Buy Order 22 is a Tracking Liquidity Oder,
isH) NBAKSp iAl Fib. £ake protess s thelighesteprided rdstylrglsuy
hat "are eligible to be routed off the posting market

GRABL &As tgge aﬁt no%rﬁé}s B Ui:ﬁ)%yﬂ*r@d’e@ﬁé‘r tHe WRElithg Pocésh attat can
Incomng Sel der 23, as a regular limtpriced

szeg@té Bt ﬁfO@ llﬂ IQ{TE’VC% "Fchkrlr%‘JLiguldﬁ*j‘ Buly Dridrenah die etinple. bTlee

Buy Order 22according to the rules for the

%g&%cgépﬁgsz tﬂgﬁz}‘iﬁg I%F indomiffPBei®rdd? 28" @2 W0 Fith Iréitibetidt Buy

it conplies with the 'size

LRy 5% tatS stépofg4i. ’195 Bdfﬂ)ﬁepmlayl"rﬁéﬁ{g Liquidity Order, its price is set

at the value of its CurrentBuyPrice ($2.00). The process compares the prices and

determines that they are equal. As the prices are equal, the process retrieves the NBB
($2.00) at step 126, and compares the price of retrieved Buy Order 22 ($2.00) to the
NBB. As the prices are equal and the orders are eligible to match, the process checks
to see if retrieved Buy Order 22 is a Tracking Liquidity Order at step 130. In this
example, Buy Order 22 is a Tracking Liquidity Order, which means that it can only
execute with order types that are eligible to be routed off the posting market center 20.
At step 132, the process determines that incoming Sell Order 23, as a regular limit-

priced order, is eligible to route, and is therefore eligible to match Buy Order 22
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t he nunber of remaining contracts of the incom ng
order needs to be less than or equal to the nunber of
woanieriactve avail able to trade in the Tracki ng BCguiSeioby17253
Order to prevent routing. The process invokes the
routine to determne if the_incomng order, can g
adeguding tp gheaules ferdhe order RS diNeyeratt Cg‘t E’ﬁwﬁ éré?&t“ég?@)‘ﬁj‘“y
Referring to Fig. 6, the process conpares, %}Fe S| e ft
By Qedar 28 aniyyif itieomplisg yitothfe sizo Proverss EJRE oSy 4 X ﬁ‘é
Leaves quantity of incom ng Sel|l O der 23% 0
theamimber bE remaittieg fentacts O dhe Biroming prdesmepds e 1ass thag, or
Leaves quantity of incomng Sell Order 23 excgged%éh(%
eqial ® thé niTmbez loif neptiapty availebly ttigdedn dasy Tragking,Ligpydidy Order o
exanple, Order 22 is not |arge enough to prevent, O der
pRSerftroutingo Rthi rpgocestsnepkesthg [reuting fie dgferaias i theeneRming geder
that Tracking Liquidity Buy Order 22 cannot trade, and
chihiee ftlp s sepedpasdsdisatetratstep m3p-Li qui dity Buy Order 22
and continues to step 159, where it checks to see if
[00199F Wefersiny toaFidi 6,i theatocdss aotupargs thecpiredift Tradhing Hanidity
that could possibly interact with incomng Sell Order
RS Orast ZRR0 Ahiraes)ao ehe Béaved peantityorfeseontiog Rell Oder 24ey0
mar ket bi ds whose prices overlap with incom ng Sell
EhiEREs 2fe a5 oidediigd estel 525t Apth 84aveandarftity dbinbemiagtSell
A's bid at $2.00. As such, the process routes all 30

GRN M35k &9 theisike RTREKIRE Liquiditd SuyZRdér@2Nh thie exafple, Order
Market A fills the 30 contracts and decreases its bid

Bl & Got BlgeSddRghl ROpretdi€ ORde? 28 SFontl @hiding) Mesa tdsalt, the process
I ncom ng Sell“Order 23 has no remaining contracts

' I i \ ' | @dnfot @5de, REd ahd @ebcads
‘%%/eg%{n?%é&t [%g%ér%]r E@Eﬁ% ?é%@%ot@i EIgatook edl’ ooks | ?kg

Sl P o s
tg os(e)el:( if frdfE ia San%%@iﬁ&%? q’r&ﬂﬁlg%iﬁdi!iityj E@}k ®rderKBat dWusd possibly
interact with incoming Sell Order 23 instead. As none exist, the process looks for
away market bids whose prices overlap with incoming Sell Order 23, as indicated at
step 164, and finds Market A’s bid at $2.00. As such, the process routes all 30
contracts of incoming Sell Order 23 to Market A. Market A fills the 30 contracts and
decreases its bid size. At step 166, the process determines that incoming Sell Order
23 has no remaining contracts available, and processing is complete, as indicated at
step 170.

[00200] The combined Quote Book looks like this:

Bids Offers
MarketA: 20 @ 2.00 € LMM: 30 @2.10
ILMM: 40@1.95 MarketA: 50 @ 2.10
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Exanpl e 12: Tracking Liquidity O der Intercepts

Incomng Order After It Trades Wth Market Maker Quote
wpQoO03]79¢ Lead Market Maker LMM updates its bpdTius2000/017253

@2.00. The NBBO is now $2.00 to $2.10 (60 x 80).

AP ot T germnpree el%n%%im inf 228 1 PRl 20

(2.00 I\/hrkptA 50 2.10 rnnomm The Infﬂrp.aJ—er—de{—T
: IS t hic- B

Tl"wiCkingPI'OL,L.::. ess Order 20: 10 (’ a5
OoRLYB] 1PH@ 1Pdbl i c order bopok now | ooks ljike this:
[ 00207] The posting nmarket center 20 receives the
[00202)Wi ke pubtie prder bdk damai@vuncBeiged 0 sl 1@ Bs likDth 58]
Al t hough in the previous exanple, Lead Market Mker
LMM was not Bidsitled to guaranteed part Ofepati on
“PetiatMairliet Eehted 0BE) 193t at | retiNBMariet Cagert i30e@ 2.10

thei ncom ng order was recei Vpgiting MRri®t Cétadri A0 @2.15
different now. ITn this exanple, the LMMbid (40 @
$2.00) is equal to the NBB ($2.00), so inconing Sell
A5 42 CRREREE ‘?dl NoddBeInkS tsl\f%é‘iﬁ'h Mﬂi&rAﬁer It Trades
armgk&%gf{ep g s exanpl e, Mar ket
l—s—gmrr&m—a e

Ker ed executl on of wup to 40% of the

hﬁﬁ“ﬁs g}'aﬂé&& Mﬁrl&:ﬁ MaKer LMM updates its bid to 40 @ 2.00. The NBBO is

now $2.00 to $2.10 (60 x 80).

[00204] The combined Quote Book now looks like this:

Bids Offers
LMM: 40 @ 2.00 & LMM: 30 @2.10
MarketA: 20 @ 2.00 MarketA: 50 @ 2.10

[00205] The internal order book remains unchanged and still looks like this:

Bids | Offers
ST SR e\ NN VY EN SRR Order 21: 20 @ 2.15

Tracking Process
Order 20: 10 @ 1.95

[00206] The public order book now looks like this:

Bids Offers
Posting Market Center 40 @ 2.00 < Posting Market Center 30 @ 2.10
Posting Market Center 10 @ 1.95 €« Posting Market Center 20 @ 2.15

[00207] The posting market center 20 receives the following order:
-> Order 24: Sell 60 @ 2.00
[00208] Although in the previous example, Lead Market Maker LMM was not

entitled to guaranteed participation because its bid was not at the NBB at the time the
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incomng order, after that order has first satisfied
any di splayed Custoner orders with price/tine
wonrimrizizwe As Tracking Liquidity Buy O der 22 Ras/usSRowe/017253
priority but is not a displayed Custoner order, and
Buy Order 20 is displayed but has an inferiar price
ifcgmirgsyrdempasoregeivesl, e, AUAHH IS Qlﬁefs%?o“(-hi“ EW’E““&P c ple
such, the LMMbid is entitled to trade fullg ?%ih24
LiMididnid (4§ @21 00Dischapal za theNBR(§2.00) o spoingoming Seif Ogdgr 24 can
mat chi ng engine 2 1 executes 40 contracts of inc%ning
eSepiute i0r the Leah Magket MakernGharpntes Beacessytgrihisjexanplg. the Lead
generated on behalf of the LMMbid at $2.00 in the
Nimet Miirek 64 givadodsed Guiequiion of uprte d8%sof thaLeayes AuprRfiLy pf an
inadifferent inplenmentation, the 40 contracts nmay be
iscoating eder] afidr ot sdetes figst saisfied ant disphaygd ERgemererdsss pHR
Lead Market Maker Guarantee Process according to the
pHoBAie priavitye & s(HIGngfLi@0dity Bul) Orden?R hasdimeanrigripg by syt 2
contracts may execute in the Display Process according
digplayed Cabtomed ardért b Bpy Ovddrt2p. i displayedebediag lag dnfgriorggrice
the process, the order matching engine 2 1 determ nes
(&18%), hé\6:@6is MgveSaloritybvde the IMNSItbid.| Abash2be EdRE bidis sntitled
available to trade. [00209] At step 122 in Fig. 4, the
BrREe Folly fhthiigdatEng Bell lUrgdreBtt inpthiscedmpies t They ofslgy matching
or der. there are no additional Market Maker bids at
&%’n@%la%cﬁt_@s? 4e RhachOoPindehgi Sell Dedebi2apdgainsta dmgseder
or the Working Process that can execute at $2.00, it

£u%1ﬁzit1%¥lﬁlsg|@ﬁ51§ﬁh loR Getal Ot kL ENMIMVIERIY a(@20Br in 22 Ticad Markset Maker
exanpl e. e process conpares the price of incomng

4 il B difbrbd niiati6N, e 4@ Zontkact
?ﬁ%%nt%ﬁ@’ée&% é%?%%%wggl %ﬁg&@ﬁﬁ% ngwti quidity oRTReR
%ajf Bl e e'g%tg?ﬁ{ va&)esg%)g:. gg;cf)ﬁ‘t}rﬁﬁsnﬁa}y Alebigte &f thetizad Market Maker

rent BuyPrice e process conpares the

%}r,liargrﬁge %Po%egeéc%{;lmn{éet% tbaloo} REYraRES (FIWAL. 60°S 24)Cand the

I Ces are equa he process retrieves the NBB (stil
$2. 00 t 2 . - t dai d
Byt SRR PR IE i sochi o A

price/time priority.) At the conclusion of the process, the order matching engine 21

determines that incoming Sell Order 24 still has 20 contracts available to trade.

[00209] At step 122 in Fig. 4, the process retrie%/es the highest-priced resting buy
order. As there are no additional Market Maker bids at $2.00 and there are no orders
in the Display Process or the Working Process that can execute at $2.00, it retrieves
Tracking Liquidity Buy Order 22 in this example. The process compares the price of
incoming Sell Order 24 ($2.00) with retrieved Buy Order 22 at step 124. As Buy
Order 22 is a Tracking Liquidity Order, its price is set at the value of its
CurrentBuyPrice ($2.00). The process compares the prices and determines that they

are equal. As the prices are equal, the process retrieves the NBB (still $2.00) at step
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prices are equal and the orders are eligible to match,
the process checks to see if retrieved Buy Order 22 is

wa 2006ackiong Liquidity Order at step 130. In thPET/US2006/017253
exanpl e, Buy Order 22 is a Tracking Liquidity Order,

whi ch neans that it _can only execute.w th ofd ype
e ndGOETRIes Ghenirice o6 FReAR BN PIORT 2 (e OBb et e By Refe
center 20. At step, 132, Llh% process determ nes tgat i
priced Aierfgualeand thy qedersyare eljgible todgRfety ¢ ‘?P’fﬂ"?s-sﬁ‘f‘F‘%!‘é 0 see !
order, is eligible to route, and is theregfore eligible
retsiened By Oeder %2 def Trasking ddquidifgOrdst atten 1n0e s‘nftglf egﬂaple’
order types. However, it can match Tracki ng Li Lii dit
Bupy Octeti 82 i92 Turking iyidity: OFdsri waichymepnst thef 1 g, ahly ‘exedlte
prevents routing' rule-nanely that the nunber of
wishraider Hges that ara eligiblstto s aoytpd pffithrypestias marksh gt F0p et
| ess than or equal to the nunmber of contracts . .
stenl 32athle pracesstdeterminesihattiecomring-Sall{ordes 2w per reguley brait-priged
prevent routing. The process invokes the routine tg
ordereisrelipiblei th raute andhis drerefgrestigible te match Buy @Irilgr 22 according to
intercepted, as indicated at step 136. [00210]
Refreles fonthetoedeFiyges. Bovidver, fircaic mesh doavhimg déquidity BuyAdrdes 22
Tracking Liquidity Buy Oder 22 (20 contracts) to the
bERVES corplivsiviith thé ‘dizequevent rSating’ Erldenar@ely (0 the number of
contracts) at step 152. As the sizes are equal in this
RN E corftfabts UTGRE S ofh@iige i aseds hathetlbs tharder sqerio the
trade. At step 154, the process matches the remaining
AR T RAf fctOhvailasl®Ond BedeSRI the QralkingZBiquidith Orderctoi prgvent
Liquidity Buy Order 22 at the NBB price of $2.00. At
fuBRe. 176e plddsss REVOKESHe 4RIk o wWhehhi®y if Ticaiakomigg order can be
Liquidity Buy Order 22 has any quantity remaining to

e hingpiiRgt 1t does not, it proceeds
%Lg@g?[grgéqudq%ngrcg&t he grocess stops. [00211] The

W@PS&M&&%%, ROk D cdsh kEmpdtbsSthd fstz8 fof MK HRVIE§uidity
Buy Order 22 (20 contracts) to the Leaves quantity of incoming Sell Order 24 (20
contracts) at step 152. As the sizes are equal in this example, the process determines
that the orders can trade. At step 154, the process matches the remaining 20 contracts
of incoming Sell Order 24 with Tracking Liquidity Buy Order 22 at the NBB price of
$2.00. At step 156, the process checks whether Tracking Liquidity Buy Order 22 has
any quantity remaining to trade, and determining that it does not, it proceeds to step

170 where the process stops.

[00211] The combined Quote Book looks like this after LMM moves its bid:

Bids Offers
MarketA: 20 @ 2.00 LMM: 30 @ 2.10
LMM: 40 @ 1.95 € MarketA: 50 @ 2.10

[00212] The internal order book looks like this after Order 22 is removed:
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[00212] The internal order book |ooks like this after

Order 22 is renoved: [00213] The public order book
woaalesi2iioke this: [00214] Wiile the invention Ras/usemn017253
di scussed in terns of certain enbodinents, it should
——b-@——app“:"' Q*‘:A +hﬁt the illventiun ;o ||u0 Al‘g IIIIILCU

Q@ﬁh@ﬂ'plo:@é IWhere are nundr der of

variations and ot her enbodj ments t hat may be enpl oyed
(082131 wo Tihepublis prdenfooliiqoks ke this: scope of the present
invention CLAIMS What s clained is: 1 A nmethod-for

i ncreasing iBidernal order flills on a naPlEE center
Bastipg MeikegCentero\A0d@dSa €posit RastingMerket Cenigit &30 @219

di spl ayed and nondi spl ayed ofadtimgsMerket@enigrde0 @3k
receiving and maintaining a tracking liquidity order
on the posting market center, wherein the tracking
{oogudjdi Whiletickainveneion lasboatdispbsay éotepnd af@edain embodiments, it
conmponent; review ng orders comng into the market
gRildebe hpreétidtal thatthel ihvendibsl infictesoslimitel. nithk embhbdiments are
agai nst a contra side order in the order book; wherein
¥R InAM By whySofdR4BpH18] dh@ thekDard ﬁulﬁérbksahahﬁaitlagsa vargttions
the order book, determ ning whether the contra side

Qﬁdj@cﬁeﬂ e‘ﬁlb@Huﬁehﬁ thd a9 lentpeStd Matlwoiild afifl 8¢ withinethéisdope of
the contra side order is a tracking liquidity order

q)rég@ﬁtnt\,%ﬁu&he incomng order is eligible for
routing; wherein when a determnation is nmade that the
contra side order is at the national best bid or offer
and is a tracking liquidity order and that the
i ncom ng order
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is eligible for routing, determ ning whether the size
of said incomng order is not greater than the size
woanwonent of the tracking liquidity order; angCnuse®icn172s3
if the incomng order is not greater in size than the
tracking liquidity order size conponent, executing
said incom ng order against the tracking liquidity
order. 2. The nethod of EL m.1l, wherein the tracking
liquidity order is a buy AH@? and the incom ng order
IS a sell order.3. The nethod of claim2, wherein the
“@ﬂékﬂﬁﬁuﬂﬂﬁU|dlty buy order defines a maxi num price
that the tracking |iquidity buy order can be set at
knd & micthed fitnorgsiag mt@ml OFfler ’éﬁs Pt BREkeksenigh &O%Wé?‘é% n
the current price parameter of the trackin quidity
buy drending g pesiisgarprkat ceer with displayedisad mo %f %}yﬁﬁl e@e’fSan
prevent a trade through violation. 4. The nethod of
ol erdenb@okswherein the current price paraneter of the
tracking liquidity buy order is reset every tine the
nat i oredlivigerd hiathtaining e tedeking disuidity orées amethh d@stgrg market
claim4, wherein the current price paraneter of the
tanter.k lwhgreinl thei wackingoligiadityi srdsethana hpuglisptayed amice ad size
maxi mum price, regardless of what the national best
tingpopentce changes to. 6. The nethod of claim3,
wherein if the current price paraneter of the tracking
|'i quirevitwingwydees cbeating Btostp afailet caner tddetgyminedf sifid drders are
di spl ayed and nondi spl ayed buy orders on the order
hakktablehgaihst 3 ClitRGideiogder ¢ thy ofdeybookder has priority
for execution with an incom ng marketabl e sell order

2 2,‘;‘% e\irvﬁer@lﬁ’ Qhbn ArPorder ik detb@dndlf b bk heirifbld ApginsRthk edder book,
determinir.lg whether the contra side order is at the national best bid or offer, whether
the contra side order is a tracking liquidity order and whether the incoming order is
eligible for routing;

wherein when a determination is made that the contra side order is at the
national best bid or offer and is a tracking liquidity order and that the incoming order
is eligible for routing, determining whether the size of said incoming order is not
greater than the size component of the tracking liquidity order; and

wherein if the incoming order is not greater in size than the tracking liquidity

order size component, executing said incoming order against the tracking liquidity

order.

2. The method of claim 1, wherein the tracking liquidity order is a buy order and

the incoming order is a sell order.
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7. The method of claim3, wherein if the current price

paraneter of the tracking liquidity buy order is equa
woaodshie1si ce of the di spl ayed and nondi spl aye®#Cbwg2006/017253

orders on the order book, the tracking |iquidity buy

rder xecu on Wth. an.incomn

" kTR lhg% PP cfirdy W ﬁﬁt&cﬁ“% o i B9 8 defines 2
order has nd n ndls Ia
e atrfi@% wﬁty 3%&&38 et S%‘?ﬁ?é%g
mar ket center. 8. The met hod of cIa|n11 wher ej
EWEKPRiGe [PRIGEetT @9 d’t‘*&éﬁm e SureG [prigy garaaley of e hacking
incomng order is order. 9. . The net hod of
dquidiebwi ordera cmps% Rl th@ natiosal Resk Bid 9EEq togyrgpept %E?‘l%ﬁg@
mnimum price that the tracking liquidity sell order
violatiee. set at and a fluctuating current price
paraneter and wherein the current price paraneter of
the tracking liquidity sell order is capped at the
national best offer price to prevent a trade through
i ol aThomethed of Thim dewhedinothe ehagninpice pramelphok the tracking
current price paraneter of the tracking liquidity sel
diuidity by arderds resay eveyy tiimmthetriationsh bésobid Ipripeghangsist er
price changes. 11. The nethod of claim10, wherein the
current price paraneter of the tracking liquidity
order is set no |ower than the mnimum price,
segar Theartholl oflchaim Uhevhazin the abrrée prico béremeter dLthe tracking
changes to. 12. The nethod of claim9, wherein if the
¢iquidiey torder i i€ Getp@y Alphtrethanfthd hexinnme lpring regaydiesi ofy whal the
order is superior to the price of the displayed and
MefichaBidsebie griceadhhngRk tber s on the order book, the
tracking liquidity sell order has priority for
execution with the i ncom ng nmarketabl e buy order that
is about to be routed off the posting

6. The method of claim 3, wherein if the current price parameter of the tracking
liquidity buy order is superior to the price of the displayed and nondisplayed buy
orders on the order book, the tracking liquidity buy order has priority for execution
with an incoming marketable sell order that is about to be routed off the posting

market center.

7. The method of claim 3, wherein if the current price parameter of the tracking
liquidity buy order is equal to the price of the displayed and nondisplayed buy orders
on the order book, the tracking liquidity buy order is eligible for execution with an
incoming marketable sell order only after the incoming sell order has matched all
displayed and nondisplayed buy orders first and is about to be routed off the posting

market center.
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mar ket center. 13. The nethod of claim9, wherein if

the current price paraneter of the tracking liquidity
weebds/1ar®er i s equal to the price of the displ agedsando17253

nondi spl ayed sell orderson the order book, the

tracking liquidity sell order is eligible for

execution with an i ncom ng marketabl e buy order only

after _the incam ng_ buy order has t.ched .all displ.aye
S ToR aresto ) Slmay Yhesr b dhearadk e Pauty podtis e Pydld
routed off the posting market center. 14. A nethod for
the incemingpider isadiuyQFdebr der fills on a market center,
conprising: providing a market center with an order
book havi ng di spl ayed orders, partially displayed
orders, nondisFIayed orders and published nmarket q@¥er
Quot Skhe methed of plgina Sd Whereint BF ffaplng hﬂw&EJkiS%g ordey dridfies 2
order having a nondisplayed price and size conponent
winime [iss thah gheneacking liguidite rsell wirlsr 6ambe B af pad gifligtuating
liquidity order is not displayed to the marketplace |
amctnivpsce parambter endaovtiersin Hieqeiright pries perpmpsk of the tracking
superior price to the displayed orders, market naker
Hauddinsset edep Braaped|ay the ingtidnal/eadt offc eriss togmeyentretraderibrapgh
incomng order is eligible for routing and i s not
giok&b®r in size than the tracking liquidity order size
conmponent and wherein the tracking liquidity order
having a superior price that grants it price priority
ahead of the displayed orders, market nmaker quotes and
par t i phd Meb® Bf sl 9OWHEEIH, the Bisirent peidd pegarhétepuafothe yracking
order executes prior to the displayed orders, market

GGty SUAURS isdodt S firad thy nslicupl tRyrdfeo pdl@rchangts. A
method for increasing internal order fills on a market
center, conprising:

11.  The method of claim 10, wherein the current price parameter of the tracking
liquidity order is set no lower than the minimum price, regardless of what the national

best offer price changes to.

12.  The method of claim 9, wherein if the current price parameter of the tracking
liquidity sell order is superior to the price of the displayed and nondisplayed sell
orders on the order book, the tracking liquidity sell order has priority for execution
with the incoming marketable buy order that is about to be routed off the posting

market center.

13.  The method of claim 9, wherein if the current price parameter of the tracking

liquidity sell order is equal to the price of the displayed and nondisplayed sell orders

74



providing a market center with an order book havi ng

di spl ayed orders, partially displayed orders,
woaoiiigpivayed orders and published market makePCquwsk®sNni7253

receiving and maintaining a tracking liquidity order

LI IR N AR R

liquidityorder is not displayed to, the nmarketpla nﬁ
ingeatieg maiksiablerbyyiqrigy oy edit%/"y MSPRIE gs"%“ﬁ??é‘ba 03‘&%3
to the displayed orders, nmarket maker guotes ?E%F .
displayed pnd naaidispleysplews ! ordesy st adds AR &9 P tayted Al pgsting
order is eligible for routing and the renai ni ng size
rofrketigentemcomi ng order is not greater than the tracking
liquidity order size conponent and wherein the
tracking liquidity order having a price that is the
same as the displayed orders, market maker quotes_ and
Par t iAamkethodifos priceopsitlg brtated] srder fills ory BRIKEFeptel GPHPHSIE:
order executes subsequent to the displayed orders,

nar kerovidikera madiet serterd wishr ani ardey bapls diadips odisplghed sorders,
16. A posting market center, conprising: an order book
iirtidily diisp pily edy @ deramandisplalied prdassenid pulolishest magket maker quetss:
for receiving orders, including tracking liquidity

or derrsceivingdasl naigtaing e ttracking diquidisyorder fheying tagdngdigplayed
code for analyzing and processing tracking liquidity
SRS sizécompnesarthd pstinginerkeaicdentey whietelin the eratiineliquadity
and executing the code for anal yzing and processing
bra@ci nBdisplayel &b thy nFdelRe ahdweteinrthd trackingriopiditytoeder has
the interface receives a tracking liquidity order,
Wo§IeRbNprida®o HRURsplaybe Brdexcabikerialiee Yidvssandrsiatly displapest
Into the market center to determne if said orders are
orders; and

wherein an incoming order is eligible for routing and is not greater in size than
the tracking liquidity order size component and wherein the tracking liquidity order
having a superior price that grants it price priority ahead of the displayed orders,
market maker quotes and partially displayed orders, the tracking liquidity order
executes prior to the displayed orders, market maker quotes and partially displayed

orders.

15. A method for increasing internal order fills on a market center, comprising:
providing a market center with an order book having displayed orders,

partially displayed orders, nondisplayed orders and published market maker quotes;
receiving and maintaining a tracking liquidity order having a nondisplayed

price and size component on the posting market center, wherein the tracking liquidity
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mar ket abl e agai nst a contra side order in the order

book; wherein when an order is determned to be
worodeaetob e agai nst the order book, determ nespalash®e/017253

the contra side order is at the national best bid or

Wbt 05 U Sy O
e D 1 BT o5 o e ST R e

best bid or offer and is a tracking liquidity order

gielgrsg t he i ncom ng order |s eligible for routing,
det er nj nes whet her the Si z sai d 'Qf .Qrder F
not gVBefgigpn f"r‘?gﬁ“’tgﬁ’é degis,elig BH%WPg &t t?‘ﬁée W%E&?I%Fgo the

liquidity order; and wherein if the incomng order is
ﬁ@@mgwgecaf'@rls PRt Beater tham he FckingJiauidiny ardeq g coppapegh And

si ze conponent, executes said incom ng order aﬁglnst
pyhereiny the epeking liquidity ergerdraying 2 priee thtds hesemngs Fhgrdisplayed
center of claim16, further conpr|3|ng an interface

peslersmaaniehimekergquntes andoparisiyndisnteser cxrdarvn e tigeking Sqwdiy

for automatically generating an order on behal f of

stfch execuferpsubsaghent te the ldisplavedeoriders dmarketrmakeriquatesiaad partially
mar ket abl e.

displayed orders.

16. A posting market center, comprising:

an order book with displayed and nondisplayed orders;

an interface for receiving orders, including tracking liquidity ordets;

a posting market center memory for storing code for analyzing and processing
tracking liquidity orders;

a processor for interacting with the interface and executing the code for
analyzing and processing tracking liquidity orders stored in the memory when the
interface receives a tracking liquidity order, wherein the code, when executed:

reviews orders coming into the market center to determine if said orders are
marketable against a contra side order in the order book;

wherein when an order is determined to be marketable against the order book,
determines whether the contra side order is at the national best bid or offer, whether
the contra side order is a tracking liquidity order and whether the incoming order is

eligible for routing;
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wherein when a determination is made that the contra side order is at the
national best bid or offer and is a tracking liquidity order and that the incoming order
is eligible for routing, determines whether the size of said incoming order is not
greater than the size component of the tracking liquidity order; and

wherein if the incoming order is not greater in size than the tracking liquidity
order size component, executes said incoming order against the tracking liquidity

order.
17.  The posting market center of claim 16, further comprising an interface for

maintaining and publishing market maker quotes and for automatically generating an

order on behalf of such a quote when such quote is determined to be marketable.
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