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Question 1: Should OPR apply to all visible markets and to all orders displayed on those 
markets, or are there circumstances where the application of OPR should be limited? 
 
OPR should not be limited but rethought and redesigned to embrace changes in market structure.  
However under current regulation for a marketplace to be considered “protected”, quotes must be 
visible, accessible and immediately executable. If a marketplace meets the above criteria then OPR 
should be equally applied. 
  
Question 2: Should OPR apply to Hybrid? Should it continue to apply at least with respect to active 
non-SME orders that are not restricted from accessing the best-priced displayed orders on Hybrid?  
 
The Liquidnet community has long held that investors should have the right to choose the type of 
counterparties that interact with them. The Liquidnet model provides our community with that choice. 
 
As proposed, Hybrid restricts access to SME orders taking liquidity and therefore quotes are not 
accessible to all market participants. Therefore, OPR should not apply to Hybrid quotes.  The 
complexities surrounding achieving the objectives of OPR versus the introduction of the Hybrid model 
highlight the need for greater review.   
 
Question 3: If Hybrid is implemented as proposed, how should the best-priced displayed 
orders on Hybrid be treated for the purposes of consolidated display requirements, and why? 
 
Since Hybrid does not meet the current criteria for protected market status under OPR, it should be 
treated as an unprotected market.  However if Liquidnet were to propose similar functionality, we 
would suggest that the aggregate quotes provided by Hybrid be displayed as broker 001 
(unattributed) quotes.    
 
Question 4: What should the appropriate reference price be for determining whether a dark order on 
any other market has provided minimum price improvement as required under the Dark Rules – the 
Away NBBO or the NBBO that includes a Hybrid best bid and/or Hybrid best offer? Does the answer 
to this question depend on whether or not OPR applies to Hybrid?  
 
Since the Aequitas Hybrid model does not meet the requirements of IIROC’s protected marketplace 
definition, price improvement calculations should use the Away NBBO.   
 
Question 5: How should fair access requirements be applied with respect to access to visible 
marketplaces? 
 
Fair access requirements should be applied to visible markets equally.  Our own experience has 
shown that standards and restrictions on access can be used to create safer markets for clients to 
interact in and that better align with their trading interests. Having said this, regulators need to ensure 
that proposed restrictions are reasonable and fit within the current rules framework.  
 
Question 6: Should visible markets be fully accessible or, like dark pools, should access 
restrictions be permitted? Why? What are the criteria that should be used to determine if the 
differences in access are reasonable? What impact, if any, could restricting access to the best 
displayed price have on confidence and market integrity? 
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Question 10: In light of the details of Aequitas’ proposed market maker program, is it 
reasonable to provide the benefit of priority to a market maker in the Dark and Hybrid books when the 
market maker’s corresponding obligation is limited to the Lit book? If not, should there be market 
making obligations in Aequitas’ Dark or Hybrid books? 
 
Again this depends on the net benefit provided by the market maker.  Extending the priority privilege 
to the Dark and/or Hybrid books could assist market makers in building and decreasing positions as 
required to manage their lit book responsibilities.  However, since there is no obligation for market 
makers to trade in the Dark or Hybrid books and therefore no return for the priority value that would 
be afforded to them, they should not be given any priority preference.   
 
Question 11: Should market making benefits accrue with respect to obligations for market making in 
non-Aequitas listed securities? If so, why and if not, why not? 
 
More detail is required around the Aequitas market maker proposal in order to make any firm 
statements about the proposal.  We are told the rights of the market maker but are not provided with 
the obligations of the market maker in order for us to be able to determine the net benefit. We do 
wonder about the “orderly market” effectiveness of a market maker operating solely on a marketplace 
that has a small share of overall volume and whether the rights given to a constrained market maker 
would be warranted. 
 
This is an interesting question because it highlights that the role of the market maker has been greatly 
impacted by the introduction of multiple markets.  When there was only one market to trade TSX 
securities, a market maker’s trading was linked to the listing market.  The market maker was able to 
source and release shares in one place and effectively manage the risk associated with discharging 
its obligations.  
 
With the introduction of multiple markets, the connection between the listing market and the benefits 
of having a market maker was weakened as trading now could occur away from the listing market.  
The market maker obligation remained with the listing market and the benefits of the market maker 
were not extended to other markets trading the same security.   
 
Question 12: Should DEA clients that are not subject to the direct regulatory authority of the 
securities regulatory authorities, IIROC and/or the exchange be permitted to act as market makers? 
Why or why not? How would the following facts affect your response: (i) the DEA client market maker 
must be sponsored by an IIROC member and (ii) the DEA client market maker must be a member of 
a self-regulatory organization such as FINRA or otherwise subject to appropriate regulatory 
oversight? 
 
Trust is fundamental to the Canadian market. A preferred role such as market maker impacts strongly 
on trust. Both issuers and participants are assured that IIROC member market makers are registered 
representatives that have met educational requirements and obligations set forth by our regulators. 
They are experienced in trading Canadian securities and the nuances of our markets. They are also 
directly under the oversight and jurisdiction of Canadian regulators. Even if the DEA market maker 
was sponsored by an IIROC member, we are concerned that if an issue arose with their market 
making activities, Canadian regulators may have difficulties in discovering the root of the issue(s).  
 
In addition we caution that allowing foreign traders who are not bound by the same requirements of 
an IIROC member may not provide the same level of service.  This does not mean that they would 
not provide volume and quotes, rather they may not necessarily respond to market conditions and 
events as would an IIROC member market maker. 



        

 
© 2012 Li
 

 
Que
and 
exch
 
Anyt
anot
mak
as w
DEA
regu
an in
 
Que
who
 
The 
appl
whe
 
Que
parti
relev
 
We 
appl
 
Que
chan
forw
crite
 
The 
rule(
appl
bend
have
proc
 
Que
esta
 
 
Liqu
regu
dem

quidnet Canada Inc. Mem

estion 13: W
registered 

hange? If s

time you m
ther you ha
kers do this
well as cont
A client; rath
ulator rules,
nequality in

estion 14: H
ole? 

Aequitas H
lication and

ere one is a

estion 15: P
ticipants in H
vant benefi

do not disp
lying OPR t

estion 16: H
nges to tha

ward on a pi
eria or thres

OSC shou
(s). Hybrid 
laud innova
ding of the 
e been dev
cess sets a 

estion 17: A
ablished reg

uidnet feels 
ulations sho

monstrated a

mber of IIROC and a memb

Will an un-l
investment
o, what are

make except
ave the pote
?  Market m
tinuing educ
her they jus
, policies an
n the certific

How might 

Hybrid mark
d would be 
ccessible b

Please com
Hybrid outw
its and risks

pute the pot
to Hybrid w

How should
at framewor
ilot basis an
shold might 

uld consider
as a protec

ative approa
rules or pro

veloped usin
bad preced

Alternatively
gulatory fram

that consid
ould be und
a need to c

ber of Canadian Investor P

level playing
t dealers th

e the potent

tions or cha
ential to tilt 
makers from
cation requ
st need to a
nd procedu
cation and/o

Hybrid imp

ket, if treate
detrimenta

by all partici

mment on w
weigh any p
s. 

tential bene
when it does

d the princip
rk impact th
nd be reeva
t be approp

r Hybrid in t
cted market
aches to ad
ovisioning o
ng a structu
dent that ot

ly, should H
mework for

deration of c
dertaken on
change thos

rotection Fund.  

g field be c
hat also see
tial implicat

anges to ru
the playing

m registered
irements. T

acknowledg
res. There 
or qualificat

pact the qua

ed as a prot
l to market 
ipants and 

whether the 
potential ris

efits of the H
s not fit the 

ples of the 
he OSC’s co
aluated bas
riate to min

the context
t should no
ddressing is
of short cuts
ured approa
ther groups

Hybrid be re
r either visib

commercia
nly after car
se regulatio

created betw
ek to becom
tions in term

les or polic
g field one w
d investmen
These Cana
ge they are 
is no forma
tion require

ality and int

tected mark
quality and
another by 

potential b
sks to the m

Hybrid mod
current rule

current reg
onsideration
sed upon so
nimize pote

t of the curr
t go forwar
ssues in ou
s to create 
ach that ha
s may explo

equired to b
ble or dark 

al proposals
reful recons
ons.  

ween DEA 
me market m
ms of fairne

ies to acco
way or anot
nt dealers m
adian requi
familiar wit

al test of thi
ements of th

tegrity of the

ket, would c
d integrity. I

a subset o

enefits of H
market as a 

del. We do h
es.  

gulatory fram
n of Hybrid
ome criteria
ntial negati

rent rule set
d as an “ou

ur marketpla
“quick fix” s
s proven su

oit, leaving o

be modified 
liquidity? If

s that are no
sideration o

client mark
makers on A
ess or mark

mmodate o
ther.  Does 
must meet 
rements ar
th Canadian
is knowledg
he two type

e visible ma

complicate 
t would cre

of participan

Hybrid for th
whole? Ple

however ex

mework and
d? For exam
a or thresho
ive impact?

t and not un
utside the ru
ace but we 
solutions.  O
uccessful. T
our markets

d to fit clearl
f so, how? 

ot consisten
of the gover

Liquid
200 Bay Stre

Toro

ket makers
Aequitas’ p

ket integrity?

one group o
allowing D
certain acc

re not requi
n marketpla
ge. This de
es of marke

arket as a 

the current
eate a two-t
nts. 

he marketpl
ease identif

xpress conc

d any poten
mple, should
old? What t
? 

nder any pr
ules” pilot. W
do not sup
Our rules a
To digress f
s in confus

ly within the

nt with exis
rning regula

dnet Canada, Inc
eet – Suite 3400
onto, ON M5J2J4

P: 877 660 6553
F: 416 504 8923

proposed 
? 

over 
DEA market 
creditation 
red of a 
ace and 
monstrates
t makers. 

t OPR 
tiered quote

lace 
fy the 

cern with 

ntial for 
d Hybrid go
type of 

roposed 
We 
port a 

and policies
from this 
ion. 

e 

sting 
ations has 

 
 
 

c. 
0 
4 
3 
3 

 

s 

e 

o 

s 



 

 

 
Canadian regulators have historically done a good job at balancing the interests of applicants and 
Canada’s need for strong capital markets. Canada’s “dark rules” are a recent and excellent example 
of careful consideration of broad regulatory principles preceding application approval, and one that 
has rightfully been respected and emulated by other jurisdictions. We believe Canada has an 
opportunity here to consolidate its global leadership position by applying these same principles again, 
and would encourage the Commission to do so, providing a clear and considered framework to 
innovate within. 
 
Thank you once again for the opportunity to share Liquidnet’s views and expertise in these areas. We 
would be happy to contribute further, on any follow-on questions this debate provokes. 
 
Regards  

 
 
 
 
 
 

Robert  Young 
CEO, Liquidnet Canada 


