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Important Information About Equity,  Options and Futures Exchange Rules

1 .  M a n i p u l a t i v e  T r a d i n g:  I t  i s  a  v i o l a t i o n  o f  e x c h a n g e  r u l e s  f o r  a  c u s t o m e r , 
a c t i n g  a l o n e  o r  i n  c o n c e r t  w i t h  o t h e r s ,  t o  e n g a g e  i n  m a n i p u l a t i v e  t r a d i n g , 
i n c l u d i n g  t r a d i n g  d e s i g n e d  t o  u n l a w f u l l y  i n f l u e n c e  t h e  p r i c e  o r  v o l u m e  o f  a n 
i n s t r u m e n t ,  a n d  t r a d i n g  w i t h o u t  a  b o n a  f i d e  i n v e s t m e n t  o r  h e d g i n g  o r  s p e c u l a t i v e 
p u r p o s e .  M a n i p u l a t i v e  t r a d i n g  i n c l u d e s ,  b u t  i s  n o t  l i m i t e d  t o :  " w a s h  s a l e s " , 
" m a t c h e d  o r d e r s " ,  " p a i n t i n g  t h e  t a p e " ,  " s p o o f i n g / s m a l l - l o t  b a i t i n g "  ( s e n d i n g  a n 
o r d e r  t o  a n  e x c h a n g e  i n  o r d e r  u n l a w f u l l y  t o  m a n i p u l a t e  t h e  e x e c u t i o n  p r i c e  o f  a 
s e p a r a t e  o r d e r  o n  t h a t  e x c h a n g e  o r  o n  a n o t h e r  e x c h a n g e ) ,  " m a r k i n g  t h e 
c l o s e "  ( s e n d i n g  a n  o r d e r  t o  i n f l u e n c e  t h e  p r i c e  o f  a n  i n s t r u m e n t  n e a r  t h e  c l o s e  o f 
t r a d i n g )  a n d  s e n d i n g  o r d e r s  w h o s e  p r i m a r y  p u r p o s e  i s  t h e  c o l l e c t i o n  o f  r e b a t e s  o r 
p a y m e n t  f o r  o r d e r  f l o w  r a t h e r  t h a n  i n v e s t m e n t  o r  t r a d i n g  o f  t h e  r e l e v a n t 
i n s t r u m e n t .

2 .  P r e - A r r a n g e d  T r a d i n g ,  B l o c k  T r a d i n g ,  C r o s s i n g  a n d  F a c i l i t a t i o n:  E x c h a n g e  r u l e s 
gove rn  t he  c i r cums tances  and  p rocedu res  unde r  wh i ch  cus tomers  can  seek  to  t r ade 
a g a i n s t  e a c h  o t h e r ,  i n c l u d i n g  p r e - a r r a n g e d  t r a d i n g ,  b l o c k  t r a d i n g ,  c r o s s i n g 
t r a d e s ,  f a c i l i t a t i o n  t r a d e s  a n d  s o l i c i t a t i o n  t r a d e s .  C u s t o m e r  m u s t  r e v i e w  r e l e v a n t 
e x c h a n g e  r u l e s  b e f o r e  s e e k i n g  i n t e n t i o n a l l y  t o  t r a d e  a g a i n s t  a n o t h e r  p e r s o n  o r 
e n t i t y .  S e e  e . g . ,  I S E  R u l e s  7 1 6  ( B l o c k  T r a d e s ) ,  7 1 7  ( L i m i t a t i o n s  o n  O r d e r s ) ,  a n d 
723  (Pr ice  Improvement  Mechan ism fo r  Cross ing  Transac t ions) ;  CME Ru le  539 
(P rea r ranged ,  P re -Nego t ia ted  and  Noncompet i t i ve  T rades  Proh ib i ted ) ;  CBOT Ru le  539 
(P rea r ranged ,  P re -Nego t i a ted  and  Noncompe t i t i ve  T rades  P roh ib i t ed )  and  NYSE L i f f e 
Ru les  615  (P re -A r ranged  T rades ) ,  422  (Exchange  f o r  Re la ted  Pos i t i ons )  and  423 
( B l o c k  T r a d i n g ) .

3 .  Improper  Market  Mak ing:  I t  i s  a  v i o l a t i o n  o f  U . S .  o p t i o n  e x c h a n g e  r u l e s  a n d 
A m e r i c a n  S t o c k  E x c h a n g e  E T F  r u l e s  f o r  a  c u s t o m e r  e f f e c t i v e l y  t o  a c t  a s  a  m a r k e t 
m a k e r  b y  h o l d i n g  i t s e l f  o u t  a s  w i l l i n g  t o  b u y  a n d  s e l l  s e c u r i t i e s  o n  a  r e g u l a r  o r 
c o n t i n u o u s  b a s i s .  I n  d e t e r m i n i n g  w h e t h e r  a  c u s t o m e r  e f f e c t i v e l y  i s  o p e r a t i n g  a s  a 
m a r k e t  m a k e r ,  t h e  e x c h a n g e s  w i l l  c o n s i d e r ,  a m o n g  o t h e r  t h i n g s ,  t h e  s i m u l t a n e o u s  o r 
n e a r - s i m u l t a n e o u s  e n t r y  o f  l i m i t  o r d e r s  t o  b u y  a n d  s e l l  t h e  s a m e  s e c u r i t y ;  t h e 
m u l t i p l e  a c q u i s i t i o n  a n d  l i q u i d a t i o n  o f  p o s i t i o n s  i n  t h e  s e c u r i t y  d u r i n g  t h e  s a m e 
d a y ;  a n d  t h e  e n t r y  o f  m u l t i p l e  l i m i t  o r d e r s  a t  d i f f e r e n t  p r i c e s  i n  t h e  s a m e 
s e c u r i t y .

4 .  O rde r  Des igna t i on:  I t  i s  a  v i o l a t i o n  o f  e x c h a n g e  r u l e s  t o  t r a n s m i t  a n  o r d e r  f o r 
a  b r o k e r - d e a l e r  a c c o u n t  o r  a n  a c c o u n t  i n  w h i c h  a  b r o k e r - d e a l e r  h a s  a  b e n e f i c i a l 
o w n e r s h i p  i n t e r e s t  u n l e s s  s u c h  o r d e r  i s  p r o p e r l y  m a r k e d  a s  a  b r o k e r - d e a l e r  o r d e r . 
U s e r s  o f  t h e  I B  s y s t e m  c a n n o t  t r a n s m i t  b r o k e r - d e a l e r  o r d e r s  w i t h  a  " c u s t o m e r " 
d e s i g n a t i o n .

BY OPENING AN IB ACCOUNT AND USING THE IB SYSTEM, CUSTOMERS REPRESENT THAT THEY 
WILL CONDUCT THEIR TRADING IN ACCORDANCE WITH EXCHANGE RULES.


