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NSX Regulation SHO Short Sale Circuit Breaker


What is the Regulation SHO Short Sale Circuit Breaker?

The Securities and Exchange Commission has adopted amendments to Regulation SHO under the Securities Exchange Act of 1934 ("Exchange Act") to implement a short sale-related circuit breaker that, if triggered, will restrict the prices at which securities may be sold short and to impose a "short exempt" marking requirement.

How will the Short Sale Circuit Breaker work?

When a security’s price decreases by 10% or more from the previous day’s close, the primary listing market will generate a trading status message denoting: Short Sale Restriction Activated.  The Short Sale restriction will remain in effect for the remainder of the trading session AND the following day.  If, on day 2, the security falls by an additional 10%, the Short Sale Restriction will be carried over to day 3, and so on.
When will the Short Sale Circuit Breaker be implemented?

The compliance date for the Regulation SHO amendment is November 10, 2010.

How will the Circuit Breaker impact Short Sale order entry to NSX?

Once the Short Sale Restriction is in effect, NSX will prevent orders marked Sell Short (54=5) from executing or displaying at a price that is equal to or below the current national best bid.  These orders will be rejected.

 During a Short Sale Restriction, a displayable Sell Short order will be accepted and reflected in the NSX book only if it is priced above the current national best bid at the time of entry.
Can I enter Short Sale Orders marked Exempt?

Yes.  NSX will reinstate the ability to enter orders marked Sell Short Exempt (54=6).  It is the client’s responsibility to determine when use of this tag is acceptable for submitting Sell Short Exempt orders to NSX.  

Any order marked Sell Short Exempt (54=6) will be accepted to give firms the option to enter an order as “short exempt” if that order qualifies for one of the exceptions in Rule 201(d), even when the price test restrictions in the relevant security are not in effect (i.e. the circuit breaker had not been triggered in the particular security).
How will NSX handle Hidden Orders when a Short Sale Circuit Breaker is triggered?

NSX will accept a hidden order marked Sell Short only if it is priced above the national best bid at the time of entry.  Any attempt to interact with a Sell Short hidden order priced at or below the national best bid will cause the Sell Short order to be cancelled from the NSX book.
In September, a new FIX field (tag 1688) was created to indicate Short Sale Exemption Reason to be added to orders marked Sell Short Exempt.  Will NSX require this new tag?
No, this tag will not be required.  If clients choose to include this new tag on incoming messages, NSX will validate to ensure that the tag is populated with a valid value; however, the information will not be echoed back in the execution report.  
Will NSX be offering a test date for the Short Sale Circuit Breaker?
Yes, NSX will be participating in the Reg SHO Short Sale Circuit Breaker test scheduled for Saturday, October 23rd.  Because this test is being conducted on the same day as the SIFMA BCP industry-wide test, we will be operating out of our secondary datacenter. Members with connectivity to our Philadelphia datacenter are welcome to participate.   

Where can I direct my questions regarding this change?

All questions regarding Single Security Circuit Breakers can be directed to the NSX Client Services Desk at (800) 843-3924, or nsxtrading@nsx.com.
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