Options Trading Rules

CHAPTER 6

MARKET MAKERS

Rights and Obligations of Market Makers

608.
Each Market Maker shall be entitled to enter quotes into the Options Trading System either upon receipt of quote requests or in accordance with the obligation to provide continuous quotes.  Upon registration of a Market Maker permit, a Market Maker shall notify the Exchange of its election to either respond to quote requests or provide continuous quotes. All Options Contracts resulting from an order comprised in a quote being matched by the Options Trading System must be allocated to its House Account.  Subject to compliance with Options Trading Rule 518, each Market Maker will be permitted to enter a number of quotes simultaneously into the Options Trading System.

609.
Subject to Options Trading Rule 610, if a Market Maker elects to respond to quote requests, it shall be obliged upon receipt of a quote request for an option series in an option class for which it holds a current Market Maker permit (i) to enter a quote into the Options Trading System at least for such minimum number of Options Contracts as prescribed by the Board; (ii) to hold the quote for such minimum period of time as prescribed by the Board; and (iii) to respond within such period of time after receipt of the relevant quote request as prescribed by the Board. Subject to Options Trading Rule 610, if a Market Maker elects to provide continuous quotes, it shall be obliged to provide continuous quotes for the assigned option series in an option class for which it holds a current Market Maker permit for such minimum number of Options Contracts as prescribed by the Board.  A bid and offer spread no greater than the maximum specified by the Board from time to time must also form part of each quote provided by the Market Maker.  All holders of Market Maker permits must comply with the regulations in the Second Schedule to these Options Trading Rules.

610.
Market Makers shall, in accordance with Options Trading Rule 609, respond to no less than a certain percentage of quote requests or provide continuous quotes for no less than a certain percentage of trading hours as may, in each case, from time to time be prescribed by the Board as more particularly described in the Second Schedule to these Options Trading Rules. 

611.
Each Market Maker must be available to respond to quote requests or provide continuous quotes on all trading days during the period for which its permit is granted unless specifically exempted by the Exchange.

Records of Hedging Activities

614C.
(3)
particulars of each Option Hedging Transaction conducted by a Market Maker or the Exchange Participant registered with the Exchange to conduct Options Hedging Transaction on its behalf; and

SECOND SCHEDULE

MARKET MAKER OBLIGATIONS

4.
Any quote that a Market Maker submits shall have a minimum quantity of 30 contracts and 60 contracts for option classes categorised in the Operational Trading Procedures as Tier 1 and Tier 2 option classes respectively.

5.
A Market Maker in responding to a quote request shall respond within 90 seconds of receipt of the quote request.   In addition, a Market Maker in responding to quote requests shall hold a quote for at least 10 seconds after initially entering it into the Options Trading System, unless there is a change in the nominal price of the underlying security during that period.

6.
A Market Maker in providing continuous quotes shall not be assigned less than 12 option series in an option class as may be determined by the Exchange from time to time.  For each assigned option series, a Market Maker in providing continuous quotes shall provide quotes for not less than 50 percent of the trading hours of an option class in a month.  

7.
The trade tariff (but no other fees) will be discounted for a Market Maker as follows:-


For option classes categorized in the Operational Trading Procedures as Tier 1 option classes:


(1)
Market Makers which have elected to respond to quote requests and have responded to 80 percent or more quote requests per option class in a month shall pay a reduced tariff of $1.50 per contract side on each transaction effected in such option class or Market Makers which have elected to provide continuous quotes and have provided continuous quotes for the assigned option series in an option class for 70 percent or more of the trading hours of such option class in a month shall pay a reduced trading tariff of $1.50 per contract side on each transaction effected in such option class; and


(2)
[Repealed]

(3) Market Makers which have elected to respond to quote requests and have responded to less than 80 percent of quote requests per option class in a month will not receive a fee discount or Market Makers which have elected to provide continuous quotes and have provided continuous quotes for the assigned option series in an option class for less than 70 percent of the trading hours of such option class in a month will not receive a fee discount.  


For option classes categorized in the Operational Trading Procedures as Tier 2 option classes:

(1)
Market Makers which have elected to respond to quote requests and have responded to 80 percent or more quote requests per options class in a month shall pay $0.80 per contract side on each transaction effected in such option class or Market Makers which have elected to provide continuous quotes and have provided continuous quotes for the assigned option series in an option class for 70 percent or more of the trading hours of such option class in a month shall pay $0.80 per contract side on each transaction effected in such option class; and
(2)
Market Makers which have elected to respond to quote requests and have responded to less than 80 percent of quote requests per options class in a month will not receive a fee discount or Market Makers which have elected to provide continuous quotes and have provided continuous quotes for the assigned option series in an option class for less than 70 percent of the trading hours of such option class in a month will not receive a fee discount. 
8.
In the event that a Market Maker fails to respond to at least 50 percent of quote requests per option class or fails to provide continuous quotes on the assigned option series for at least 50 percent of the trading hours of the option series in accordance with this Second Schedule to the Options Trading Rules in two consecutive months, its Market Maker permit for that option class shall be revoked unless it can show to the satisfaction of the Exchange that it has reasonable grounds for failing to satisfy its Market Maker obligations during that period.

9.
In assessing the rate of a Market Maker in responding to quote requests and the rate of a Market Maker in providing continuous quotes for the purpose of Rule 8, the Exchange may, in its absolute discretion, take into account all the relevant circumstances including but not limited to the general conditions of the cash market and/or the options market, either as a whole or of a specific option class.
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