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{ Abstract )

U. S. Securities Market Restructuring due to
Regulation NMS, and Its Implications for Korean

Securities Markets

This report has the following objectives: first, we introduce and
analyze Regulation NMS (hereafter Reg NMS), a new US regulatory
environment which is drastically changing the functioning of US
stock markets. Second, we discuss the implications of Reg NMS
and MiFID (Markets in Financial Instruments Directive), the
associated new European regulatory environment, for stock markets
around the world. Third, we derive the implications for the

Korean stock markets of Reg NMS.

Reg NMS is a set of four rules enacted by the SEC, which is
intended to realize the fundamental principles and objectives set
up in the 1975 Amendments to the Securities Exchange Act. The
SEC released the first proposed draft of Reg NMS in February
2004. After several public hearings, the SEC adopted a revised
version in April 2005. Reg NMS is scheduled to be enforced
effective October 2007.

Reg NMS consists of the following four rules:

¢ Order Protection Rule (a.k.a. Trade-Through Rule): This

is a rule to guarantee the Best Execution to traders. It requires that
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orders to be routed to whatever venue has the national best bid
or offer (NBBO) price. The Trade-Through Rule was enacted in
1981 under the intermarket trading system (ITS), but did not
work well because of outdated linkage technology among the
exchanges. Reg NMS requires improvements in the electronic
linkage of all US brokerages and exchanges, making the rule

more effective, and expanding the rule to all Nasdaq firms.

® Access Rule: This rule guarantees all traders full access,
without discrimination, to the NBBO for all the NMS securities,
using an appropriate state of the art information technology (IT).
It allows NMS trading venues to use private linkage equipped
with most recent IT innovation, as well as the current ITS. It
limits the access that NMS trading venues can charge for access

to no more than 0.3 cents per share.

¢ Sub-Penny Rule: This rule protects orders at the NBBO
price from being outbid by a very small amount. NBBO orders
must be beaten by at least 1 cent (1/40 dollar) for a quote
above (below) 1 dollar.

® Market Data Rule: This rule requires that market data for
NMS securities be consolidated, distributed, and displayed
effectively. It also improves the formula for allocating information
revenue to the associated self-regulatory organization (SRO) to

take into account the contribution to price discovery within the NMS.
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The following changes or effects are anticipated in US stock
markets soon after Reg NMS becomes effective. First, the niche
market for the provision of intermarket linkage will expand and
prosper. Trading venues will actively make use of these services
to obtain a competitive edge. Second, global investment banks
(IBs) will actively found new exchanges or purchase existing
exchanges, and fiercely compete for order flow against the
leading current exchanges and each other. Third, the SEC will
continue to take steps to help the US stock exchanges maintain

their leading position in the world.

The enforcement of Reg NMS (and MiFID) has the following
implications for the Korean stock markets. First, the enforcement
of Reg NMS will trigger discussion about competition and
consolidation in the Korea stock markets. The KRX consolidation
in 2005 produced a dilemma, since the detrimental effects of the
monopoly status of KRX have been realized, while the benefits of
indirect competition (within the KRX and against other neighbor
countries’” exchanges) seem not to have been realized. The
legislated monopoly status of KRX precludes the development of
“pseudo-trading facilities,” and thus the development of niche
markets, for example in overnight trading or intermarket linkage.
In turn, this will deter the internationalization of stock trading
and the development of IBs and IT associated with stock trading

in Korea. Second, IBs could emerge as competitors to the KRX,
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provided that the legislated monopoly of KRX is relaxed and IBs

are permitted to serve as trading venues.

Measures are needed to facilitate efficient price discovery and
give Korea exchanges a greater competitive edge within Asian
stock markets. The primary effort should be toward relaxing the
legal and institutional restrictions that help maintain the monopoly

status of KRX.
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4) VAL THEA 2 FHE 5T £ AAD F8 olfe USH
20 AA, lE s|dEolA “AIEFH S o F(Concentration Rule)’ & F-3}3}
A7) WEe 7 Aie olsel g FAYES AT & AUtk A4, A
S HF o= o, AEHe AES AEs & F AJHFHZF - Hmx
5(2002) =),
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AF Tt Bt F2 o= AVIHAY. o7]e gl 1967dFEH 1970
ol Z2A B A9 “F A AF9] 7] (back-office crisis)” 9] -2 2] 3]
H

.

e
ith
il
o
=
1)
aQ
Z
<
n
r (o]
pa
o

U g 53X

ZAAHRHY 19753 NAL 19343 ZAAHH| “Section 11A"E

5) AA I SECO] $-29} Mendelson(1987), Madhavan(1995) 2] ©] &3]
ATATGeGE 2, ARl A AF FF(market quality)ol]l VX]=
Qapol o) AT AnE QojHolx) 2rh(Fe] B Mayhew(2002)
Conrad, Johnson and Wahal(2003); =< #A: Amihud, Lauterbach and
Mendelson(2003), Barclay and Hendershott(2004), Bennett and Wei(2005)

Hz). &= AFjulrt FAAEE F%5 A1 (downstairs market)S A2

= A2 AAEG d4 9 olge Zola, 23y tvrrt F4H=

B (upstairs market)®] Fo] Rt dAHolgte= JHAE UTHStoll

2001) #3).

6) FAYRINY) AbAe B - Al BAe) BelH olFo] Bayd of
o Aelao] EENYSES UWAAd o] 20BFolH 12995 ooz
S7halM - A(el: AIFRIA, x, FEAANAM, AkH 5 AR
IA F)7E mhElE AleA EEEt ok Akt ol £ BE 192
Ao S48 dolgte S8 B IARRAZEA BASAT ofdl ¢3=
SECHl| 71@FA Ao Al eloll ek 2AMS A 8H3laL, ofol tigh HaiA]
Q1 “Institutional Investor Study Report(1971)"= SHAAHHe 1975d 7174
o] A @A7} =Stk ©o]F “Statement on the Future Structure of the
Securities Markets(1972)”, “Policy Statement on the Structure of a Central
Market System(1973)” 5°| SdAHHY 19759 W8S vt

% ok off

—~

A7
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AT S ngd 19759 RS FAAS wHEAA AE EH
“AHoR FaAE 2= S (securities of national importance)”
< YR ASAFALE (0] 'NMS') &
. 0194 7&&61 Fie ﬁéﬁ SECE= ARl

AAAA 7%
e BEA - Uy D TR AFFRAN D E7ER)0 hF 3

>

i

tlo
i_l‘l

o HE Pt HA xHoR BAHEE A1) FE
Q Al
=

A F JAEE 3= 29 “Best Execution” 9]

r (

TGl ZEFojof & WA - AXFR T
A fths AL w9 FuEh ole AA o]F
&o] F-3lo]EA7 (%, CLOB(Consolidated Limit-Order Book)
ZFolE T HFo A A&H HAolE), 4

Aol vlmFA A1l thek SECO]

o
B9 AL s kA Eebe Yo ohnky

7) SAel olslE Weksl s S8l FolAre AN TeH 2ok @
economically efficient execution of transactions, @ fair competition among
broker-dealers, among exchanges, and between exchanges and other
markets, @ ready availability of quotation and transaction information to
broker-dealers and investors, @ ability of broker-dealers to execute
orders in the best market, ® opportunity, consistent with other goals, for
investors to execute orders without the participation of a dealer.
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SAANH] 19759 MAL FrIF oz wIF AR EASHE
A qiA} #ES HHATE
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fixed commission)
A
BHoz A
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%
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e
4
N 30,
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o
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i
=
&
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=
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-
>

o
O

o ) 2
o
23k
N H,
o X
l
o
N
ofN o 4
lo
i
lo,
o
>
N
M,
A
=)
Ml
oy
>,
S

o

8) & ©l AF3HA Lt ol 937t 19759 FHAMHES NG 714
Ale] et

9) A7IA AFE AlFoldt 43 WS gu|E FYEo] ot F AxAH
2y AZ3H(BA] Nasdaq)2 =&°]aL, B W49
A Fo] v (matching) ¥l o] A7F == &9 Ul¥-8K(internalization)
b e 4 AaE TP

SAAHE] 19759 7178 olF A 309 d Tt SECTF Aol A Fo
H AEE dojA H=stA A PAPI Reg NMSel 12k 918 4]
2471 23EA JueE FAE Jth(Oesterle(2006) 7).

10)



II. Regulation NMS¢] F%1 7 13

th ¥y F £x): v]ZFAA A9 May Day, LZFFEA
9 F2

e

A 50 A EEgae UAT, 197090 Pl=F2 Aol A NYSE
7F AW Fargk Z 9ol dair s A g AX7F AT weps] SEC
T FARRS &A F2 #AS JFATIL “AGTFZ(market
structure)= Al o3 AAFHojoF st} el 1934d FAA
He| 712 Aol vieE FaL, o] tia) EuE #4ls HolA FUth
a8y 259 RS J|BEAAY] g #Zfvl(block trading) H%
AFrEAEE diHs 7Y B33 Az g ARt 4
o] X H 1L, o]o] AIFET Aol AAMAA FFe A EeEbRith

O]:ﬂ_

o

11) 19701 A H SHAZLS] FDIC(Federal Deposit Insurance Corporation)
2} & 4 Q+ “Securities Investor Protection Act””7} SEC] o]&]3t &9

712 tHds & 5 Qo

12) %4 AFAAA AT 2RI DA FEADNG 2GR T o
10%] ERPS =2 AofsiAl 4= AtHSchwartz and Francioni(2004)
zlz)

13) o]t Ze ¥ “cream-skimming(AgHE o] whE FHHE AL o]FS
2 Al AREFA de @) tigk Al =elo disiM =
Easley, Kiefer and O'Hara(1996)& #+i1s}l7] vhat.
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719 A&l 1968 NYSE7} SECo| 873 45
A =Ael o v Wy deH A9e =
ZAHFA 6 Fx) Bol, TUANHY 19759 N H WAstel SECE
19759 59 NAFFEAEE HASL FFE ALFE AYIFIS
M,14) o ozt AAFFYRE HRFeg HAEte ZAS 3738
HATL) ol FF At FEE FAY 29 SHAS E

2 EHE OFd ATSY 53 2 SAZ oo} Ho], njwFAA
Fol A FaFHH NYSES Nasdaqe] %7 A7 oy t=3 &)
ZAo] H 3l

ROl
ol
8
A
5
[-'V
)
Lo
re
-

2. SEC7]’ ”NMS-O;I ?ﬂ?qu O]_‘j‘l_ %_Z]-Z:l?l }\] ?‘Sg”—%

AT =2XE A7F ol

Z3AANHEY 19753 HHS SECe HIS U= FIA7e Z2HE
7HA g 9dE AS A3 NMSE W A717] 18] SECH T4
Hox d89d A2 AZS 93 71238s gyt 3ot
SECE ©|& "FAA} 9473 “HAAS 5 584 T2 Hoka(d
A5 - F72 - A4l - §x0H2002) Fx), olzidh ¥ slolA L&A

14) o]o] tigk AM$ =2]+= Tinic and West(1980), Schwartz and Francioni
(2004), Seligman(2004), Gkantinis(2005)E 3+=3}7| vjgc).
15) =AAHHe 19753 7§ o]F, SECE 15< NYSE A=l ths) A%
HFoFE FH3 Rule 3%4E 7NA3te], NYSE 3lolgt A= g5
o] 7% NYSE ©]&]&] AlgelA] wjuj A2 sh= H(off-board trading)< <1
HRule 39002 BWAE 7). ©]o], 19801 SEC+= Rule 19¢-3& Al
1979\ 49 269 o]F FFE T 3l Al HETEA
atal APFRE RS Hoskh 20001 5€, Rule 3902 # A=
v A ARl A o AR T T AR ARE BAL BS
(A5 - MZ1E(2002), Schwartz and Francioni (2004) #+=).

o

o o

_

. o
e
%

=

e R0 1T ox Ao

>
K%}
32
o



st a9d Al SdAUNHEY 19759 AAFS 7] 9
E ol F5HA 247 WAEFY 1o, SEC7) olES

o] 19759 /N el FAH ERE NMSE}%
4l HolA BHel ge3 gk O AHE
5, © Y% ARFAANA THB AN BE AT, D
& FHsloF dtal, @ Best Execution®] 43 ofF-of ojgh
25go] WYEE ATl Frh AGATE
Jo14 gre Wk ohiet O

o
>
o
IN'

I(market design) 3

(information system)= T3] Al FHA

Aol 7bg vigrdsichn gesld. dsid BE ARe BgHow
Agste Azt g AuolA wAAE 248 A F4E dAo
Adse A MFTFHNEE RFos B APl Avkm B

Md

= | I
#olthl) o]¢} o] SEC7F NMSE &9str] #& iz oln 574
Z 0] -/] :‘_[%

J
r
BN
lo,
>
o
o
e
N
o
PO
2
=
:‘u)L_',
b
A
2
X
Ir
Z
=<
92)
e
o
N
A
)

16)

mln —{m

B, A, FEEFY WF3E 5 A 24 FE8 Yeile WF
kel BA “ﬂfi =o= tas Farsty] Hieth FEAS AeulE
3 - 4734(2005), A8F - 4734 - XPE(2006), Fom, Ok and Park(2007)),

TS5 UHset A#el-E(Bloomfield and O'Hara (1998), Battalio and
Holden(2001), Chung, Chuwonganant and McCormick(2004)).

17) SEC7} olel@h A4S Yd % 02 o8 ATz SwodA Avinw
thg3 2o WA, NMSel sele] et Aga dusl anHoz 97
99 A YARE 57 9 Rl od FY4del Bua & Uk
o A ARG T2 hratE S BU Aol 22lo]
Aa Blz=yze] a84d0] Alase AL 7T + doh

e
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B33le yete o
SEC7} HARAHoZ 33t ZAEL, G832 A
AL AASIY ol ZHoll AR &

= =3 ﬂaﬂtu 19754 7S A 3]

FE
b
4n
R=)
L
)
I
ot
2
b
M
[> —OLIJ
B
o
o
S
£
(L
=

3. NMS9] & FH|37] 93 o8 XS

° =

o digk &3 2XE FHFHoZ Hsle A, A €L 37}
]2=8¥1Q1 CTS(Consolidated Tape System)<}
CQS(Consolidated Quote System)19)E =3k, HMHY I7HE A8
= AFoR FES IFT 5 v ITS(Intermarket Trading System)E
A2 sk, AR AR @4 WAskar &tk olF,
Nasdaq®} ECNs, 12|31 A]% d Ao A¥ 5 AA
2005 Reg NMSel| o274 Atk NMS S F13l7] 943 o] 4e]
FAES Bo 7AHCE AYEY ged AT(<E 1> 89 =)

i
o
Ocill
2
f
2
X
fr
>

—

rﬂ\#

18) O]E F7oke FAAA SECE 237F Fo7 A3 oS FAAT=
T4 | A= Oesterle(2006) F+arst7] vhedth.
19) CTS9} CQST= EF NYSE®} AMEX(American Stock Exchange)A AL 3] AL
%l SIAC(Securities Industry Automation Corporation)o| 4] &= 3L )],
I 9% A8H SUAS FEEA Xk ve Hlds wolstith
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7F. CTS ¥ CQS A] 3420

CIS= 1976'd 4€ 30478 ==l l=d], o] A=H steld= &
= %04"111«] AW GE(F, v o] %] HR)7} T3 HaudEn AR

B+ A FE(company code), A& 7}4 (actual trade price per share),
A 52 F(number of shares traded), ©ivl A2 A7 (exchange on which
the trade occurred) o2 FAE Utk A5 AlS & A=
NYSE, AMEX, A9 Azfjao] FRFSAozR I thdo] A=A,
1982'd 58 Nasdaq NMS ZH(F4] 24, 28] F<&)o] F715Uth2)

CTS A3 o]%F, SEC+= &% NMSe| ‘dFojof & HHS 7|&3%h
AARIME FRESFATHSEC(1978) F=x). A7]l< AA7MF&0] v
F2AA A AAAHQA E oA HFEooF dtis SECY Aldo] s}
A gk e o] ok ol tig A WA FA A X 2H, SECE Ada
9} NASD(National Association of Securities Dealers) 5 AM&7F#)]7]3%
(Self-Regulatory Organization: SRO)IA A=Zo 2 1 T84S Zte=
SHol 3 37HE AASFES 9L, oS¢ o8 AlAlE “CQ Plan”
< st 1978\ 7€ 28U F-H CQSE AlFsfear Sl

.

|

20) AVIAIFEE 23t TR PSFAAGS dTshe StabEC]
AHEShE 429 TAQ(Trades and Quotes) Hl©]E+= CT(Consolidated Trades)
9} CQ(Consolidated Quotes)Z A= Sty CT9F CQ7F HIZ CIS9}
CQsollA Alwste dlolE)l Aot

21) &7]el| “sale condition”, “correction indicator” ] Z3HETHhttp://wrds.wh-
arton.upenn.edu/support/docs/taq/ taq-usr.pdf t.LZ:).

22) CTS7} A-E7] o)A, Adi A4Z=de AdHRE NYSES AMEXS)
“E]7A H|o|Z(ticker tape)” F “FAF faEHe]’E BuFHTh 2y o]
S 7 A= NYSES} AMEXelA izl AP untS Algstas , Al
9 Ai F ABAAGAA AZ" FFSd dg ARFEE ALt

2T} webx SECE CIS FAL2 Hie] HeE Jistr] #1gk 3]

71% At

)
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—

cQst wE FeAglA BAE Az wA ohe] FEARE £
st Agelr] N Azdolth, FEARE 7 FolAge] 2sax
EEe AR wig - =& 7K(bid - offer price), 3 &7}l i
A 2ol 7}s3gt SHS(bid - offer size in number of round lots), &7}

Al A A7 (exchange on which the quote occurred) 5202 -/ € T}.23)
a8y Alg & CQSve thed 22 A AWsHA HIAoh
AA, “NMS FH"2499 tFEY Z77t ol&9] “FA| A (primary
market)”25)¢] NYSEZ 5 Ho(F, 7HA¢do] AoiA NYSES A A
7t A&E o), NYSE o9 b FAAZL 7FE FEsHA AN

T & ©E Aol 29 2 AR A, AND st A
@ 598 7}7—4% ANG F2 AT AN DL BT G2
gashe ARTAAES RAAD AT BAow S5 £9
o2 A, ATSOﬂ EAAN T Bl A obd CQsel EYoE

23) &7]e] “quote condition”, “Nasdaq market maker for each NASD quote” 5|
Z 3 tHhttp:/ /wrds.wharton.upenn.edu/support/docs/taq/ tag-usr.pdf F=2).

24) NMS 53 “NMSHolA A 2 s7PdR7F %I A2 - ol8d
= z;q@_/\q x{]g)”oi ;‘41_1"74311/\-4 /\Lx]-z A A OTC(Over—The-
Counter) ¥ Nasdaq®] 9F 4S5 H(Nasdag NMS FTH)o=2 FAHTH
(Reg NMSE Al 74-¢, Nasdaq®] B+ FE5HS NMS Fdo] .
olo] tisir= M-S Fx3t7] vhgh). ¥, OTCBB(OTC Bulletin Board)
e O o]9)e] FroAnt AdEe S AdE

25) FroAAIG] A (cross-listing)® e AF,
AR AAE T A QA 7|17 T “BA# A A
o ol AAHAEE FAFelTAL

26) NMS Z#o| g NYSE®} AMEXS] =3 AulFoz B o, d43
SR CISE T3 Aue| ddolghs 3ol ols Sdel Mgk AR A

1m

Sof “AA#z o
g Aol Aol

o

Fol YOIN 2 MES AR AL oDk CTseh BaAstal o] nh
8 32T ol oWT A CTSA Egsclor st B oA 7
so] Sqalol SergTh of ol Reg NMSSl ARAN TS Bhel

g H7ol oM wie- Fagh o ]% 7FeE olell thEiM = VA Reg
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WY AR 7k APe 2 WS BA ek A SECE
£ CQS #eiAF(Nasdag, A3AG ZgHel ANz AH =
3 27 FALS UE Zxsch ol2M, oM

SEo §4% 3, e ol

1}. ITS Plan

19798 9€ 219 SECE “#=xx oz #9437} (National Best Bid

and Offer: NBBO)"7} AIAE A7Fol A wjuja]do] o]fojd 4 EH
at7] 913 NMS FAxAbe] v - 388 Este Al=md TS
£ HF sUsAh olol wat At ALY AFEAAAET ITS HZol
&4 SEC 5% OTC?) AZRANEL ITSE o83 5%
NBBOo| HZ& F A Ho| A FEI|Fo] o]Fod & UA =
Atk A& S8 NYSE, AMEX ‘%%ﬂgi 4 5 3 Jﬁ 1990
ol o]Z2# Aok B]Z4 Nasdaq THY ¢
oo E3}+=]7] Al&bstAtt.

’2
2
Q.
QO
=
é
90
olN
ft
3

ITS= SEC7} FH3F A A7 AAA=HS] #4478 988 S=3 3]t
JHY AR A4S 53 AA e SZolgl= SECY EF3 AAH 3

NMS Z=2 o] thgh Hrlo|A T3
27) ZA19] Nasdaq(2006)d 8€ AitAAZ #3h2 OTCBB7} o]of 43t
28) Nasdaq 445 d T F& 7TE7F 23 FF8H7 ¢ 7199 SHS
2 7445 o, CAES(Computer-Assisted Execution System)®} ITSE
S APt 28y CAESS} ITS= 2 7|54 2ol7t deul, CAESO)
A= Nasdaq A1Z2ANIA o ArAdL AFEAAA7e] A7), ITS
o A= Nasdaq ]75}5"6“{4 A Sdol FEE As ALz
Aefte] &g HTHAHZSF - WX 5(2002) F=).



20 o] 232 A1 2e] A7) H: Regulation NMS9] =91 2 AJALA

Aolx= B33, AL Z71%E ITSE £33 FFd sl “trade-
through”29)7} ®IW3] ATt =, 1TSS
NBBOS! Z& o itk

e
ot ¢
%
__}ri_lll
i)
i,
N
an
o,
oot
X

olol, SECx= 1981 ITS Plang 7§73kl ITS A AE2] trade-
through® &#Zo =z WA3}7] £I8k “Trade-Through Rule”S <133
0h30) o] 8L NMS TS AT wf Ags A=A trade-through
£ A7 As a8 ok dE 50, WY A B F Al F BAAO
ol E e A FES AAIS AA X]'Oﬂ/\ﬂb trade-throughs T 171
BAIZol ©]9f(complaint)E A|71& 4= 121, BAIA] trade-through?] 4
S A& AMIE FEEHA A o] FES AEE Al w7
agste] JA1e] NBBOZF HEHES AAlste 3s Eetal Ak 1
g AERE o] YA7 A iR AR olF ARt Aol A4
oz ujg HlAg&Holgta AHHI vk EZF ITS 73 sholl A9
Trade-Through Ruled] WEZW, NBBOZ AAE Aoz FEL 343
o FES AT AFAAE 3023 SEUIIARS Fojok sttt 4l
Alz="le A 30240y FRE AAAZITE A ATS HIs) 1TSS A
g8 F43] "Wolzmagles 942 283y ;. A E, Hendershott and

29) “Trade-through” @& %] NBBO7} AAE AlFolA AZAHA ¢a, 1
Hop d9fo] 7HAo] AAE AR AZBEH= Ae ov]dith

30) 19810 ®E A7 A4 Trade-Through Rule, 19820l NASD
9] Trade-Through Rules <1331t

31) Hendershott and Jones(2005a)+= 2002'd 9€ 44 SEC7} Al F&(DIA,
QQQ, SPY)4] ETFs(Exchange-Traded Funds)ell thall NBBOS] 34AIE o]uj
o] 7P 9elA trade-throughS 383 AL ARHo= sto] o] 2A|7}
Ao A2 FEd v 2HE EAsIATE £4 A, o5 o] AR
o] trade-through®] W= 3 Aj7e] AA 3o HOE JEFS 7 ]7‘]

RS AASHAA, ITS 37 3tell A Trade-Through Ruleo] &%

2 AsHA Stk A Ak o
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A 875 wEpbA] gk Al 27 trade-throughs FAAIZICZH],
NMS HAXNGEZ stom H2 AlZ~El(hard linkage)7Hs 3 1A 3t

gale T AT A AT T8 vk

had

t}. Nasdaq® UTP Plan ¥ Order Handling Rule #|7

1980 2¢ 13Y SEC+ Rule 11Acl-2(Rule 603)E A &sted, Az %
S7/MHRE AAT o B IAv] 2} (information or data vendor)oll Al &+
He Wy FA4e vldastAth?) =3 1990 69 6 Nasdaqoll Al
AdEs AR 2ESES AdAdLAA AdEHe vdESAl
M= A B VRS FHE AT EE S Nasdaq UTP
(Unlisted Trading Privileges) Plans 28|ttt UTP Plane “gf A &l
27} Nasdaq a8l teide sLsHA AL 5 e dwh3
HO=®, Nasdaq®| EE g5l UTP7 &2 & A @ Heolth
Nasdaq®] UTP Plan®] A3 C.Z ITS Plang] &4 B} A=Ak

NMSS 53171 918l 1990dt] SEC7F sk =8 5 7|Holgt &
# A= F29] b= 19979 1€ “Order Handling Rule(OHR)” < A
Al8e Aoltl. OHRS “Limit Order Display Rule(Rule 11Ac1-4(Rule
604))”7 “ECN Rule(Rule 11Acl-1(Rule 602))"% TFAlE o] It} Limit
Order Display Ruled] W2, A|FxA4d02 A4 s7lR T o F83
aAe] 37E HFE A 30% oW Al FES LAY FEL
2 tAsoF gtk o] 78S B IUFEE 22 WAYUE(quote-
driven dealer mechanism)$l Nasdaqe 1A AG7IFES S7HAA
ol AZAIA £ F A Hol AFEEAe] Hd [lo] ARt ALY
7} o]Fo1d 4= A =tk EF ECN Ruleo] wEW, ECNs¥ Nasdaq

32) ©o] A2 o]%F Reg NMSo|%= HHI = i}
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o] NMS 3stell ¢hds] AAH AS A5 AYstas, AFEAHAS
Nasdaq® 34| Z7F9} o+& 71 ECNsell d A o= AAQL + gl
| HAHHIAE - ABA - FAA] - FA0}H2002) FE). OHRY A3 o
2 Nasdaq®] Az H]-E(trade execution cost)> 7|0z FFAFUL
FAAE AR A 7hsAdol SEAS BY ofyzg}, AgelA A=
A NBBOZ AH:E 4 A& 7Fsdo]l =olHtH(Van Ness, Mclnish and
Van Ness(1998), Chung and Van Ness(2001) 5 #=).
skal " ECNso| sle] A2 AlFez WeEsd F 9)\% 713 =

deA =AU

1-%‘
o
oft
>
=
off

Z}. Regulation ATS

OHRY] A4 ©]F, ATS(53] ECNs)= AAE U= diwjA2 ITS
HlEC 2 Nasdaq A HE 49 &S A2si7tdas F43) A43st9
o} o] & 43 oA SECE 1998 12¢¥ ATSE NMSUdA] £33
© 2 JFAISIaLA}L “Regulation ATS'E A - Al@SATGAXE - 97
- 734l - §A]0F2002) F=E). Regulation ATSS] A|F-2 ATSS] Ao
ZAY JAE d& ZIAA FE 2HE AL F, ] X%
3 ATS= 71€9 49Ad BE7 - €224 Regulation ATSE E=
A, obd ARLEAITHE 538t A7t 878 AEtATIE
< Fdste A F, T AYs & F A HAS ol AAE A
A7t AAEE AFYAE EFsta B2 - DY EARE A& Wole
A ATSOAl AeEdS Rojsla], ATS7E SAAHA2E Y FAS A&
Aoz P& F UEF A FALS AFsHr] g Aok

o 1 JN

W}

o
=

of

ol
i

Regulation ATSE <lsf 7]&9] A#4¢t Nasdaqol A= ECNsS &
I A= Ago] FAHAN, V€Y AR A" AHL(ATS
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Zeh7t dElzAer 29E = A HdH 5, SEC= A7 ¥

£ FeHAldMe doe S AAste] ATS7F gedE #A

& AR AdE 52 AFT 5 e 2 dolF Aot wEky

Regulation ATSS] Ao 2 mlafellM Aejie} ATS(S3] ECNs)7Hel
y

AAo] £ o] v ok ofujel, of

KX
g ngoz AAARCE AGAT Qe AL Y SAH vFF
.

N
1>
>
o}
lo
l:oqu
o
oX,
o
2
k]
i
2

4Age) ZAYE 3 o FPEAGD ARES Brkskn Aekd

Z

v}, Rule 3909] HZRZF H XA

SEC7} A1 AAAAE =38t v=mFAA3e] a84d& Alast
a1z} gk oA = “Market Responsibility Rule”o]2} W™ ¥ Rule 3909
A F5 FA3 Seua g,

Rule 390 NYSE 391417 NYSE 3% AS #2)ol| A ujujsts A
S AT Aoz, ZAANHEL 19753 B FAFA 19761 3Y 31U
A=At Fxo =UE HA= NYSE wiwjal A 25 oA A

A7} %EM A Qlel HAe 2o AAE F UESE e A
olity. wEld =4 GAldlE NYSE 3¢A7t obd BHEA - D=
NYSE 358 ZAANE +3F 5 AAAR, 1978 349 17

e
=

geollA el ggRlezA &5 & YA HJUth ey oAV R
T A& BRAAARZ Edstr e AFEES G G550
Atk 24, 1990dt) FHF E0] Nasdaq 4d5do]l v Aol A

AR 7] AlzFshda A Adulg, A R AZMEI S SHEAA AT T
Aol ojn] A FE JAPFHAT. 53] 215t F48T ECNs9| Nasdaq
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of gk APFREA L F5S wrld SR8 o]e SEC= 2000 2
o ATl A o7 tioBhE AAISH, Rule 390°] e}t FF
ol ARAQ A4S FAve BE St ReHiloy oAk
© 2= Rule 390°] 7HAaL 9l= AIARE wEAA SA4S 493 &

QAL e A EE ATSS) s NYSE 394} ofd Bz
7 - 987k NYSE 445l os) Wess @ 5 9A go24, 7
PAaA Gz, Aehar gy ATSZE AdiaAdd 227 - e(IB)ztel
AAe) B% AzHe H3vh Vel H3ith

il HA237hE e 4XYes A@

2000 69 SECE Z7HAIAIG SOl digh BdE HFA3S st
£ 98-S 7 SROIA W aL(SEC(2000b) =), olo] thisfl s
2 2000 79 HA 357139 (minimum tick size) ¥E FHL s}
Aok olol ZAsked 20019 1€ 29¢U el NYSEZ}, 2001 49 9o+
Nasdaq®] &9 (fraction)oll &3t S7P#2S 4 21'H(decimalization) ]l
ofgt Aoz WASAY HAZ/IE IMER Sagol wet 714

Wgol golsAS B ok, AR AAAAL FAHT FAAE

33) 19991 9€ 87§ ECNso| Nasdaq A FolA 2Ash= vlFTS 280% B=
A whE, NYSES] -9+ Rule 39002 <laj 2000 9€ A AA=A
Al el 83.3%7F NYSEOIA] o] FoAR TR S - 2(2002) Fx).

34) SEC(2000a)¢] A174H-gto] B3 RuxE, 19999 12¢€ 10¢ NYSES] Rule
390 #H A Atell sl SEC7} ol BAAEANA 24 =BES Fg A
O F, AFEE wE adel dig BRI =5 B doFH T
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II. Regulation NMS¢] F%1 7 25

ow, A &84 A= th(Bacidore, Battalio,

Jennings and Farkas(2001), Charkravarty, Harris and Wood(2001), Chou
and Lee(2002), Bessembinder(2003) #x).

A2 AE A

S vixgto g, SECE tﬁ )
2004 29 Reg NMS9| A HMH Z22¥AS FRIA

Hog HAgsty 1 5

E II-1> NMS &S F4|517| et ofe] =x|: 29

4 A Z2 9 yLEH

CTS A3} | 1976.4 BEE FAXF ARARRE AR)E 5 2y

CQs A3 | 1978.7 BE FAAF] A A ol ARE 53 Ru

ITS Plan | 1979.9 | NBBOE AA|sk= A& )4 uHvﬂiﬂ o] o]FojA =

A8y 2 NMS FAAA7E FES Fdgale Alxde] &
. 19813 7§ 4S 53| Trade-Through Rules +<!

Nasdaq 1990.6 | NasdaqollAl A== AdANE F35dL Gt

UTP Plan A s AEs BAESH iz A

A 3} 2 IVMHRE £ - AFIEE 27

OHR 1997.1 | Limit Order Display RuleZ} ECN Rule®] &

A &3l Nasdaq®] A#Hl&2 f7]1Hom Far7la
EAAE A A 7FsAdS g

Regulation | 1998.12 | ATS(53] ECNs)e] Algozxe] A4S H3AA

ATS A3} T ZA. AaAgT ATSTY, ATSSE ATSIH] 7274
S &3

Rule 390 | 1978.3~ | NYSE 3] 9AF NYSE A A=AE A2l A| o)A uj

7 2 20005 | WEtE RS FAA17] Rule 3909] #H A= NYSE ¢
s HPA 7= HAAY FAY HHE
ou]. AREAIZT ATS, AiAIZ 1B A
< gs =3

AR 2000.7 SHAAEAE A Yo R HEEo HAVAHST

o2 AY G IMERZ FAHd wE TR A6E
S FAaAT I AL HEAAE X







lll. Regulation NMS =Z=2xH

1. Reg NMS =2 xZ M o| F X|

2. Reg NMS 2005 =& ote| o

3.20044 =Z=2xH ys, 20054 FHQ
Through Ruleg A=

r
= =

2
S

: Trade-

--—
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NMS 5 Aol digh e =o]e o]of, & Foxe 1 A&
olg} & 4 9= Reg NMS ZE¥H HZ|, F2 & 2 oujE 74

Ao g AWEt SECeE 2004 2¢€ A ®A T2 XA (o]s} “2004d =
ZEANE THG o)F, FAHG IWE £ AA 20059 49 A=

& FA(els 12005 FALY)S A FRIAT o] F R TR
Fde v 7k AR FAEEH jlen, 7|E ITS &7 oA A
459 Trade-Through Rule ¥ 8 A A}

olell thal B Folrxe WA Reg NMS T2 EHO] A} 20051 4=
Agetell AT Ul 714 A& 71&%th ©]9] Reg NMSS| l4loz} 3

g Sl Trade-Through Rules FTAS=E 2005'd 4t 2004 2=
FAE vl #4351, Reg NMSS} #HAE thst HagE 9otk

1. Reg NMS Z 2 X H 9] F X

N,

SAAHY ] 19759 AP 7€) TA FTAE
= 787 f8 AR aFH= Wl 7HA 3
oju)gtt). o] & Aol A 3041 {dZF SEC7 ANE FAH AHEES

E2oln, oo 3t FH A= SECT}F 20040 Z2¥A
FEsHAA AAIG oy Al 7EA] Abare] WEis] yEepd JATHSEC(2004)

tlo ot o
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7} AR AfEe AAE BAAFE 598 7Y
%

AFHOR VEFANGE FHRANH HAUZNYSE, AMEX,

A9 AR 28 AAYUENasdag)oz AHwHAYF] B &3
TEHIL, olE Adid FFE Sd2 AT AdzddA A BE A
7 FEEe SAS P AT wEke 3 A= AdaE=
Zyzrel gl st gEA ALHAed, H olHd dsel Wit
LAY s

AR AUEFS] B¢ AN #E [T F53 FHo=w 72+ Ay
e A 71E AYEAYUSF & ARdAUSS E3 IAA
A 2R S AFREL7] Al RS, o5 Zhell WEE o] ALEAA
ATk EF Aol FdE AidA T FA At FEEE H
(2003 7]¥)% Nasdaqe 40%, AMEXE 27%Z tE 743 t}35)
NYSEE ©}4 75% AES FAs YA FEES g FAo] A

stE I 9lo] o] HIFE 4Rd] A o= dgHa

[o
fo

ozt & & . =,

35) Nasdaq A #E2) 50% ©]4d3 ETFsE #2153 AMEX Azj#e] thiEo)
(NYSE®} Nasdaqoll 22t W= 7] Holl=) ArcaEX, Inet 5 ECNsoA 3
A= AT
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U A AR E £ F U=ES FHADR 7
e A

1970t 258 ARH7] A1Ee NMS E§olgtes g7 g2
oee 2 o wrRY FAAH #d IT7F JAlFes Wt 3le A
o] 84 ¥ faEsivtar & F vk afe= £skal 7]€2 NMS
¥4 4 2 IS o9 WEke Fastrldle yWius 955 9l
ok dE S0l 3 NMS #Hd= HZY 7ed IR AFs FE

4
2)7h Baes] WA oMY KA wst: 7

AA B 3F MHs) Aol
A EAEt Ao A *FHIL A= ITS E=gH A 1980t 9
7lE Feihs wrgsta Ao

olo] SECE HAl ITE EZHo 2 443 Wy oje} FF o4t
= AASEES T3] LEste HeRE V|EY A4S AEE 28
7F ARk dElE, Reg NMS L2 ¥ ZF 314 Market Access Rule

(F2)lM= AFARTE TTS tllM AHEE= 71£9] dt="Z(hard
£ A9 ARYAIA HIAZZA 7} FHlE “AFE & H(private

‘2 GAIst] Ag & S Hestn vk

36) SEC(2004)= Best Execution®] tist =2 A A Z7}47 &£Erto] a3
f40F ofymn, o] vy FF A7]|, @A FA9 54, BEe FH o
3 7)1&3 AT 2 o]lg Jl5A, AAnE SogRE uhyslE 23HE
A FF¥= mEsor drkn FAS L Stk Iy o] AR A9
7hest7] wiel “AA7FE” @ “Ex77F A SECTF AR B3I
AE frolst 847 HIA



71E9 NMSe o3 AdrAUSS obv20A AT A4S &
st ARPEARASANA ARIES Hasteled 2 ARl U= ®F
A, 71#5FAAAE 238 Be FAAY vE - vl FRoUF A8F0R
AR AAHA Xete FAE 7R Aok o] Ay FAAL, 53] 7
HFAAE A AG7FES FNFEGA AT f2lo] giA =
o vkl FEo] IURFERC AANEA Feud viE - v o= &
Ao 2 wjAHA Xstal, A1 zZlo](market depth) HEgE FE3}ho
Ao 7H A AT s ofstE

3 NMSe o]#d A= AT B 7|AFAAESZRE N3
A71H A0S W BFAAe] B5-E d2A LHrat ojge] F
2 3t= diFuvl(block trading)= 19+ o]ike] Az AHolx=d,
A7Ee] Zol7h FEskd Y FEe AlFlA vige FuiFEs 27
olHA Ho] AYAHo] agHom o]Fo|AA] Gerh 7)ol o)
mj o] who] Aol R B FAHinformed trader)oll &3 A E 14
g 7bsAol glo] o g gdeinlgo] Frhdnh diguulel ot

Joll o
o] e NFFANEE NBEARZNAE FARTGE 23 ol5ro]

o} oo Z|BFEAAEL AAES] Fuju)rl Bo g8&50)a AHA
o2 AAH7E 273517 AFEHA

Schack(2003)2 1999 5-E 2003'd “JHt7]17FA] NYSES} Nasdaq ‘373
Sdo el g Z|RFARE A|FFAREo] A7t 25.1%9
29.6% Z7}F3tkal B S THSEC(004)914 AAE). ol F 717 &
QF Aol AAH|8o] A AT AR

AR A% Be eGP

l‘

L le)

= 13
51 o~

g & 5 9

f
2

o]

¢
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olglg RIEEH AYnI &S FAA7]7] A E (I FEAA FE
kel AH A 7135 Gt Al ZlolE JiAdste Aol wie F
23}ty SECE ©]5 & A8lal Reg NMSOl| o5 wrd3taiz} 6—}931:}_ o
2]al SECY] °]#jdt HA= F&3l= Reg NMSe| Y] 7 o]
TdE o] Ut Reg NMS Z2 -] 3ll Market Data Rule(—.—
M= FEZ wet /HAEAS HAEAOZ Frste AR B &
< BEOJEEV} DFHAHF B A= Aol T2 A &+ Utk

2. Reg NMS 2005 +4<¢te] +8 &
7}. Order Protection Rule(a.k.a. Trade-Through Rule)

m.3.4olA Ag3dxo], “Order Protection Rule(Rule 611, ©]3}
‘Trade-Through Rule’)”> FApA}ol| Al Best Executions ®733}7] 13
trade-through® &Aoo 2 WA eH= FAZIFSZ ITS k<l 19814
FH A=A o] 742 7]& ITS 319 Trade-Through Rules &4l
How A IT Ao 9A Wdstar 224 A5 35 7Hautomated
quotation)ol| ¥+ -3l ©]E A& O ZH, Best Executions HS g4
8] BAgsty] 13k A= eltt. B3 Trade-Through Rule> Reg NMS
o vl 7kA] #A FAXE) 7HA9-dYE (Price Priority Rule)S &3
ANAZE BAAAE Fa3) s SECY A2 A5 I 7 HAHA

Zgolth

J

37) Reg NMSell&= 4] 7FA] 74 o]lo] NMSell #H&5Hd 71&2] “Firm Quote
Rule”?} “Limit Order Display Rule”o] & ©] 7§X€ Fe=2 A E3E
o] Utk
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TAAQA WE&2 53 2t SECe “trade-throughZHE H&E
T A= E7HelsE ‘AIFZE 7FA RS (intermarket price  protection)’)” €]
AEHAE thgo] AP AE= NMS Fdd tigh As357t=
gh ARe ) A ekt HE71= @ A2 I1S Pland] 718 2
ool E BAE 8] (manual market)?} A58} (automated market)
Zto] FFoll Wik ¥g&ET Y Ao|2HH v AR AR S} #d

$ AL AARY] AAAGE B o, 1Fd JHoE
o

HIARE A F(NYSEZL B2 e )el oA hu2el sue AAs)
ol 24 AQAAAS FHstr] Y3 2xgdus B = Qo

Reg NMS 3} 42| Trade-Through Rule®] Zt+= 5742 ITS &lollA
Bt HS 9735 A Trade-Through Ruled # &3t Aotk 4|4

ol Algto 2 T2 A 7IAE & 4 Atk AA|, ITS Plans =3 &) 25
A FAA(HLHA ZAd) “(F]) thFAZ A (block trader, ©] A
g T2 ste 71#FARN Y Aol 1005 vk A o dsiA =

38) A=A} ZAxEAIRE, 7|4 Al F, “trading venue or center’= AT
29} SROE 93t SAAUAS(el: NASD), ATS, A#a AFE49,
OTC AIZx4Ql, 1 vhofl diglel e 1o 2ZA FE9 URssE 53
g & e HEA - delE Ho|drhknational securities exchanges or

national securities associations that operates an SRO trading facility,

BN

ATS, exchange market makers, an OTC market maker, or an any other
brokers and dealers that executes orders internally by trading as
principals or crossing orders as agents).

39) “Bodd vi= - wj4E7 @ A4, Nasdagq, NASD ADF(Auxiliary Display
Facility)oll 4] A5 22 AA|E Z}zhe] BBO(Best Bid and Offer)S <jw| gt
th. SECe= H3ZW vz - visartdd oid F 7HA Ve § 719
“Voluntary Depth of Book Alternative(&%7]%)"= AeH3stA] il
“Market BBO Alternative(7}27]5)" S Aegdozn Bty FE ¥
el gt =g-& F2AHT SEC= Market BBO Alternatives | =
B A (EE FEIN) BANA #¥8S FET 4+ U3 Voluntary
Depth of Book Alternative®.t} H]-&THol| A f-g|stthal ATs Tt
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Trade-Through Rules 9743}

X,
‘LJ
op
9;

o=x aEete] A TS

< 7 JEE 3tk =4, SECe= NMS FHAAGEZ stoF trade-through
£ anrom WAy AHEE dexFdo] FEd HS A wet
of &) EAstd A AAS Fyste] AFseS st oo anH
A8 ool tis F7] FARE AAlste] wRIH o] WEAE F2h A1gst
E5 3tk L9 ol FHDY] 98 RaFEel e A ZYHY
< @ T UAEF o x| Aol t ABF Ve WAEE
= 3t egAaHl deiME A7 Frkeh RAEA7E o] FoA
T2 ZA3lE FAHS vd - APEEE stk AR, BE NMS 34
FEE stow dodd 4= Asta= trade—throughﬂ A AL

Trade-Through Ruleol= ¥ 7}A] o &]x3} o] Z3}E]
o] JEH, ol %3S Trade-Through Rule?] E&} =2 Huj3l
AN FIA] oA, AT VAR SARL dAo g4 gy o

gsta, WFAYAE BEsl7]) 3 x3o] F5 o]F1 gtk 74
S

¢ Trading center failure, material delay, or malfunction exception.
A" Are] Blagolut 7)15Ae] ZddA] BIES AEAHHO] F
o] BT 76‘—‘% ade—through«l 01]9]7‘3“’?-_ A8 &, NMS

r 2
R
il
_>|'l_'4
s
=y
oL

o
0%
=

19

=
>,

X
=2
2
oK
:?L_',

o
—
ot

¢ Intermarket sweep orders exception. NMS S HS tgFoz A
etz & 79, Trade-Through Ruled] ol Foix AlH 9
old g AlgelA AAE NBBOTo] A Adjdo] 7]

WA do] Add = U= oY WAl e Ads WAL &
&

NEF A2dE s&ste], FAZH o2 AFoziE A

o~
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o Hoon
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_?lil
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9.97%‘3101] “H—riﬂi /"3]’\]'5}51 ojd EX}XV} 3H” T4 9,400
FE =TT o2 AASIITA 71, ©] 7% intermarket sweep
order dl2jx3} el oJ3lH A, B, CAHH LA AAIG 7] FE
427 7tAem AAd ¢ don, 3 E DAY FES I

S8hA o= H)

Flickering quotations exception. #-2 AJ7HUjol] HI¥sHA W=
NBBO®l wieir= 1% oo T AL & NBBORE AAH+=
AL &3 (oll: AAMLA 12 ool 1022 ¢ 10.01E 2 A}
ololA] NBBOZ} AAE ¢ &L A BANEE 10882
AN F A=)

Benchmark (order) exception. 2&ZQl AZAxH(FE 714)o] 2
AEA e M= AZAFHS NBBOE AeirtAdow A&
a2 erot= H. (oll: /W ol A HARE Aol ofF o] Fo
A 2 dEA AAE VWAP(Volume Weighted Average
Price) F%0°] & wl & Y VWAPZ} AARE 13:0074A] &
AT 7HAae wEeR F4E= 7H4olEkd, W= 13:0001 NBBO
7} 20€ ¥ EAE= VWAP7} 19.90€ 0] H o] 7}AA A

7 ADSE AL HEH)

Stopped order exception. “il7}o] Q8 St A A7}A(stop price)”
°F At AHE F UAEF 2 FoE ezl vi=
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Al AAAF] g FEY W ALY FEEE 149 FoE
dojok Tk (oll: o' Aol YA A FES HAT I
o 1012€98=2 AEE As 2733, F% A NBBOZF 242
100529, 1007288 714, 9A A7 = D7t 101028 2
FE Heke AZAR, oAl NBBOZF 2+t 10.15€ ¢, 10172
7b HATar 7. ol yH Al Auks NBBOZF obd 10.14€
Z AZste] FaAZ7HFel 101287 I & 5 9l
o 7JE}t ez om Gif(regular way) A o]ee] A, @A
7}H(single opening price), T |7} 7}(single reopening price),
dE7Hsingle closing price)ell &3t Az, NBBO7} 1lXx}(cross)
BF 5 T8

T VR

HIZbE S5 7S NBBOOIA iAlE A9 B FAAH AN o7t
=7} AR 7FsAol dth oldl didl, SECE #3tE Az 714
(53] vAFsEr sjAld&)o] B2 A - D29 Best Execution 9
A7l AL ofYetal A EoetkA F4sta ok sk vk
s 7Hxdo] ¥ 2 HAEsAEY s7FE FAskL H
E3AFY VLR AAATIEA BEA - D7} o]y oFE

A=Al tsixe BestA dwetA X

ne R T
fot lH
Bl o8 ot lo gt fo =

o 9 © ¥ 8

. Access Rule

Access Rule(Rule 610)2 A&FAx7F AlZA A AAE NMS FH
o] NBBO°| ¥Aslx &L Z(AS glo], HiaEzog) HEd 4
JEE ote AR, O Al 74 S9US O o= sfal itk
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< BAA st=Egavs 7173
st Al JAHom At HAlo AAI2ES AME JI40R A
83712 glA BIES AHo|th FESH Access Rule Trade-Through
RuleZt= 2] 2} AZHSRO trading facility)®] BBOAIRE 2-&== A o]
ofz}, olH] A H(reserve size)s EZE 2t A FEH AAd=
289t kA ol 7 Al HIF AR IUE T3 HHAoR
Ul 57k H2E 4 JEF 3 XX (anti-discrimination standard)$!
Alolth. B go] “AaTt Al 75 B 7ol i AyE s7HAAHSRO
display-only facility, : &A] NASD ADF)"ol|%= A-&7A|71% EAf Al
el a7He Y 7Y IS ES 8 Es a7t Utk

_1

4, A& H(access fee)7t FZ 03HAES 273 F+ g=E j:{.;q 3
ATHNBBOZ} 128 wghel 571 A9olE ald 37te) 03%E %%
317 23, HAEade AR o3 HEg(el: ECNso <3 *#
FEE JER), AN HF RHEtE F5EE(: SRO 98 it

E 44E) 5o EPEAY, AdALn AHH0 Bilo] g A3
=)

AR, P SROZ 3stdZ Aol BBOZF NMS FHodA|ze] tha
BBO®} M2 nat e YX|(cross or lock)she AL WA & J=H
AstE 8-S FYsted AAsEs sk o] o s, AEE
718 ALeE vWiE - w55 9o s wastAY Ux)skA] golok
SHAIRE, WiAbEETEe] Agele ARszrtel os miE - vyt A=

10) 44 P32 A e AR AR RA 2 TEE HAs
Fol 84 AALARE 23U Bk o] A AFaDL TR P&
AHol AFo 2 24 A5 Azdold B,
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s

WA AY X Fr vk ol AFSHAIE I HIAFE SR
of tig RIE&HE 9] AolE wkdste] FFS AAAAE T
Aolet s 4 3t
ShH  Access Ruled] A # &7, SECx= Regulation ATS®] “Fair
Access Requirements” ol @3+ &S U¥ F=43At}h ol A&7A17)
TS BT AT HEEHE Access Rule®] #H¥ 787 Reg NMS
Stell Al NMS oAl ge] stuz JIAgE ATS(AHE 1141715 FlRf)e] #
d e RS wF7] Sl o] FolAth 71£9] Regulation ATS
of &sid, 54 F4Y dTAWZFGNE ol 71E)e 20% o= A
A= ATS= sid F49 s7RAIAEC gk A AEe] HES
shar, AW E ApEHolal BEFAsHA & F gles wAstE
HalloF Aot 2ddH ol 8 X2 2 AU 7IEol 20%
5%& Yrotd, ATS AIZFAAES] AGAR tgk ol
ofstAl HAH. ol= L&t mITIFAAFANA ATSS] HIFo] 4

Ae 1Y 2AA & 5 Aok

g]
7]

Ao o
Ly
o e

e

o oo 2 oX
E_,_L,mlooz‘_,

e

d

e

t}. Sub-Penny Rule

Sub-Penny Rule(Rule 612)2 X A|ZFZFARZAA 128 o]/
27l W= TAE wnke] 7HAZH S FAES = A olt(@7h
712 wgel A9t 1/4089 B FA). @, o #Re ARA
AAAT obY The HACIE - il EsL 2 gt midpoiny, 2@}
1t 7F4 (volume-weighted  algorithm), 7} 7]/d(price improvement)
o Slal BT Aol AEHA etk ATAEL o] FHL §
&, o AL THARFoE R AR 44 Ade A
3h=(front running F stepping ahead) #3jo] 7= o], AHG7tFE

ol O{N ot
o

LHU
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of tigt AR %7|s B AFFEEA] A
o ozt o] 89 H3o] AGTIFES
FEsle Aol7] WEo NMS F389 #5413
o=z J)hsta Yk

t}. Market Data Rule

Market Data Rule(Rule 601, 603)> NMS S8 AIAHRE Hu}h
aRHo g Fo - Bl - AA =S AAES Jfdstal #d SROS A
Byg s /fdstz] 938, “SRO Joint Industry Plan”S 7173
& grgolth o] AL T Al 7HA WEeE FAH Stk

Allocation amendment. SRO7} A|AA R A& £ T 3

-

Sdslh= W2 (allocation formula)S A7 Ao 7h4 ] v &
T 7IEe® S S VAT 7€ U S AdEFERY= A
g3lgol 2HE 2H FFEE PR Wi oA 7HA f=d
FEle] A #d Barp @St 53 A e BAT Al
7F A 5 Ardde 48 ol AR HA FIHASG
ol A= NMS Aol 4427 F3=7t & S7tel s 23]+
AL FrEZE -EATE AS gt olgg £AE Ast] ¢
8 SEC= F ©AZ ol Folzl &dWAs AT 1A, WA wE
Ve TR FUS 4 S99 FAAUEY AuSS VIELeE dT
ol vl &3gtt}(securities income allocation). T2 2, 3T FHe] 7Y
WA lolM B SROZF FAANA AT AL VFoE o
€ T SROE=E Ajx} vjEgtch(trading share and quoting share). ©]
41) A Fs daglol AHoE AR3FE 59 Halske Y7t o

o
o
o
ey
4
»3

Rl

o, o|d+= “wash sales”, “shredded trades” S| Jt}.
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Fdo] AR EE SI¥Y. ol AR AYs R AFAA FAFA}
3t Best Execution 955 7334171 Aolgt & 4 Ut}

Governance amendment. SRO H|3|¢oz FAHH AT YL3
(advisory committee)E 41423t o] $]13]7} SRO Joint Industry Plan
of & % ol sl FAT & A= 7I1FE st £
BAS S8 Atk A A U= 2doln, FH
A oy olBAAES FuF FAA 7] S8 LviEA HAE B
A28 1F, N1BFAR 1F, ATS, dlolg @uix, AurExRAK7)Q)
aFolA Aoz 242 1989 tistrt AEHES stk =3 24249 o
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Through
Rule)

Trade-througholl W3t B35 E7Fe] HEHAE T4 AR
A AR EE NMS Sl e Ass7tzw Adste] A1g3
MARSAAS dAA 483 Trade-throughs &340 =2
WA AF FAHA 2% 2 @ A xgoz 74
ol & 7AA AE v 25 @ 719 ITS Plans
Sl AMAHA R (HEHA °‘°}‘?ﬂ) (o) dFAHA=Z
gsale BEA] - e 7%3119} 1005 wlRke} AgFA ol o
S| A= Trade-Through Rules HZ3HAl 28, @ NMS FoA|
FE2 397 trade-throughs gﬂrz—}g_e‘_ W25 7] $eh (s
= dejxzde] AEE A5 w=A mefop &) A5k A
o Aas FHst] APste= o, O 1A AL a3
o2 AFE=A] Wl F7|Hor A A, @ HEFl
ek AAZE EUEPe] Thsstes @ A9z A8l
e Ads 7Es BAEES o, ® FAIEH e =
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<¥ |lI-1> Regulation NMS Z 2 ZH: 2005d T3 (A %)

7 4 IR
SubPenny | mE ARRIASOIA 128 oldel srjel talA 1AE
Rule el AA2PE @ & Q=S FIE 199 9

A= 1/40 28)

NMS ZHY AFARE G40z A A|Fdd T3 - &
vl - AASIEE A|2ES skl B SROONA HRSS
85 @9ste HAS JNd37] 98, SRO Joint Industry
Plans 7NAs AoZ, b3 22 A 7HA] Y&o 2 o]Fof
A 5 O SROANA EvjE = A|ZAR #HE F4go T
WAs MRS, 7HAR AV SS Nt Edsk A A
o} &71&E0] o]FAF 4 v TIPS iy, @ SRO
Hglgoz FAH AR7|TE AlAste], o 7]47F SRO
Joint Industry Plan®] & 2 o tis] FAE + Sl

Market
Data Rule

MAE AASe] 74 ik ARE HPHoR BujF 5 3
£ ARe Rolstel AR F84S FUT & Yt A
/1% v}

3.2004d T2 XA vs. 20053 72t Trade-Through

RuleS S40=2

71. 20049 Z2XH FQ Y&

2004 Z2xHe JMAAdA e HYS T FAARD G ARt
(Ee Fu7h) BAL adxoz 4sted dast v kA fHo=
TAE Atk 7 8 5X5S 2okshd o ZTHINYSE(2004), Cai

Z



44 o] 232 A1 2e] A7) H: Regulation NMS9] =91 2 AJALA

e Trade-Through Rule. NMS ZojA] Aol 71E A L42 S S A
7171 918 FA8Y. 7129] ITS Plan 3lolA FE sk & w

ok @dste] x}Eiw%Hﬂr B A3 A A7k EAshe BAZHS
Apol 2 5E WAshE EAHS AAdstnA &
e Market Access Rule. A&z x}7F NMS ZoA)|Z o] AlAE NBBO

Faol AHEARA A glo]l AT U=EF §hr] 98, s

T dxdhete wAleh BHAQ sh= A ITsvhs FAskA o
owin Ao 5 ol Wk 2%

® Sub-Penny Quoting Rule. NMS FHof| tglh 7}A 7 A o] &ihs]
dojU=s FE7149 T3 dBAS ST A 24
A, AT TYE 7HAZA D9 (uniform  quoting  increment) &
sy staat ¢

e Market Data Rule. NMSol| Zaddt= SROQ A|AAHH| thal H
FAAE 7HAEH EE&Fo2 FIAY F JUEF Mdsta A
TS Ax - e98tE 5, NMSo| AAXNE A AARE T3 -

[SY
- A S dEe R8s AN

271 vl 7HA A F 7S dAolgt & 4 = Trade-Through
Rule®] 7%, NMS Sd9| 7o} ddste] EE NMS oA
AR E 9] Ao A trade-through?t BASHA] F== t= 747 HA)
E mhEste AlAStEE st ol FAAMA VMRS E A Fete
A AN 2ES Bal A FEo] NBBOO| AZ2E & dthe 7S 4
FOEZHA, AGTIFES AFHE F&sty] A% sty Aok
zsl ohq_

Sk, ITS Plan 3}9] Trade-Through Ruledl A of7|=|H 2534
Z v AEsIAAZE Tl gk Hhg-E& o] xfol= <l IAstE &
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AM G E3te], SECE OH F /b4 o 923 ALk
&

AA, “Opt-Out Exception Rule”2 Z&3tth o] FHL FApxlo|
Al AAlo] AAS F4E-S Trade-Through Ruleo] A3 A|AF7F 7FAR

59 UoRNE “Holdpronty’ & AEE AL HlF o]tk
%, NBBOZ} ohHete AR Apale] Ashe Agox Ade A2

g & Utk 19 AHOE Adstes HEA - dee FAAANA o]
AAIE wf J=A] s FEEZ(order by order) FAALS] F4
£ dojof s, Abde] Z&Z FoE de AL FFHA
Opt-Out Exception Ruled 7]#HFXA}A}e} w2 A ZA&E
FAA A By g2 dds F7] A% Ao, AR
HEghe= Reg NMSe| Q1 HdF o= £ A Fethe =S of
718k A

=4, & B GA FE3 s AAEEeE, 5 &
SR A= A§8EA Aol trade-throughE &]-83F= “Automated Order
Execution Facility Exception Rule”& 83t th o] #4-2 HIAE3A|
ol iAo w HIEr] ojHd AFYS vEd Ao g, SECE oA
o] NE & AAFTFEE A /WEAAT ] FEAAS B 232
Ao g ZIhatd

s ol tlo
Lo

fr & X oo
ar e

AV

. 20043 =2 XA 20053 3] x}o] A
Trade-Through Rule& FTA O Z

2004 =23 HEI 20051 ALY B & Aol 20051 A
43) mj& - w577 1088 o]std ¢ 141E, 10. o1v¥a1 o]} 3022 o3}

d 79 241E, 30012 o] 502 olstd A-F 3AE, 50.01€8 o]

10028 05t 3¢ 44E, 10022 #JJr/\lOHL wzi gl ok
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Pl 1= Trade-Through Rule®] Z-E&H & AT 02T Aghstdtt
E Mot 2004d ZzxAoME ANy 32 ¥E Nasdaq?
= BATdeE FsdARt vAESAE FEol

%) SRU7ZIZ sl AeFEHe] Bl A = 5 V=9 ITS
Rule®] 3HAE & AY L A 2005 st M= o3 §HA
SEst] HAbESA A FoARE A
 BAAAE FsATa & ¢ Utk

ez e WAL FAZHORE, 2004 TEIXH ZIEHYW
Opt-Out Exception Ruleo] 2MA|E ). 2HA] o]f= o3 2T} A
aES o] el MRS AHE &MY =ds sty 98
Aoty B4, BAE /S 71ARS FHEaA xﬂ&’wﬁ AE HgE
NATZZ 713 A AAEEY po|ERE 9= EA|Ho] A9 A}
g 7] WEelth. ey 20051 d FAtAME HFAR A Bk 714
BE Ao gg =dL o} AR A&E I YThIV.2 A %),

td

o\

m[m

o

O
&
o
2
X
ofr
o
£

GG

011

Hd

44) 20061 10¥€FE Adst7] Azgk E3F AFFERE Q8] NYSES A&
37} HlF& 0% ool Ho oAl NYSEE Abs3hA| ol —‘?— bl
A = Ak o] Reg NMSe| tr]a]ob dl= NYSEZA = w9 Fdgt 2
et & 4 QUoh



<E ||I-2> 20044 =2 xZE1| 20054
Trade-Through Ruleg &4

III. Regulation NMS =~ 2 ¥4

T etof Hlmw:
o

47

e

:TL

20043 =24

2005 A<t

Trade-Through

NMS FroJA]ge A Az

NMS ZFJA]Zol| A A

Rule?] == NMS $d9 "EE = NMS Fd9 “AF

2839l T shEwr o =Rk Alg

Opt-Out Trade-Through Rule®] ¢ | & X3S A4

Exception Rule | &xFoz AL oj= | L 9 “trading center
EAALe]  F0] Trade- | failure, material delay, or
Through Rule©] T#73%F | malfunction”, “intermarket

AR 7HAR S ] tdide
23H “Blojd(optout)”
AEE: AL AT A
Q). BAAY FRE Fo
7 B8

sweep order”, “flickering
quotations”,  “benchmark
order” T3 22 HE 4
xS AA

Automated
Order
Execution
Facility
Exception Rule

Trade-Through Rule®] ]
fjxggoZ Pl ol H
AEsA oA o /i
3t S AAHYERE
54 BEAAE A5H
A&l trade-throughs &
FES AZYE

A & T

T 2 AL ol B
sud skE AwshE
o2 st niAE
sl WeEE A
oJ2HE 2= EAX
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B o A= Reg NMS ZE2X 4o gt 344 HIE 714
TAolgt & 4 = Trade-Through Rule®] AHv]& A&}
A AW EY B3 Bd AT oAS T Reg NMS =2
%, Trade-Through Rule)oll thgt BIAH AsfS A1749] wA] - A
SHolA =25t

2

5z

u

A(

Z=

>
-

1. Trade-Through Rule®l| 3t F3ZF 23

Trade-Through Rule> Aol £33 A7 AAS AAAIA F
A7 Hage] A8 2 NBBOE BAWS + Us s
57] 9ol =QHUT. FAAIA NBBOZ Al dS BAATH= A2 #
A8 thE]lQl BEA - dyrt oEute FES HAY 7H4

°F AAANE F UEE =88 fiitde AL vt <k V1>
A#E NBBOZ & W} A5 7Ksecond-best price)Z = o F2}
A Al A 4= Ae AHIEY AFolE dA]Etal Utk o] AsE 2003
9 129 8YUHE 169 Abo] S&P 100 index T4 FE % NYSEo| A4#
B F2Y dFIIAEERY d2 Z#EH, Trade-Through Rule©]
ithe F22= NBBO9F s 7ke] Apol2 Rlsl 159 Bt 4214 E 9]
AP &S F712 REeA dode A B oFtHGovardhan(2004) 3
x). oy Ad= 7€ ITS o] HIE F&HoXe= LSAFE,
Trade-Through Rule ZAl= id SHE FES NMS FAAFo=z 3
FTAA TS Fdistal AR A3 HlEEA S MAst=d U

=
A ol= A Beel GBS FURT YL AMFE ol mepd
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ol
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o] Reg NMS A& tigh SECY| =&|(ths Aol $%)5 FALH
ol

<E IV-1> Trade-Through Rule0O| §ict= 7I& 3ol NBBO(Z| M 571
of XtMSItel Xlo|= olst FXIXIL| FIIEE H|E

57 R HA | FHA | H9A | A | A | A4 |Trade-Through
7 | W | W= | Z7 | dlg | W= | 370 Ruleo] §lhaL
2= | 37 | &7 | &= | 3 | 37 | &= VR AT F
A= | (F3) | (BE) | A= | (E3) | (BF) | d= AR Ft=

AE AE) FE3fok 3=
v (AE
H | 39.88 | 39.89 | 1.83 | 39.83 | 39.93 | 10.25 4.21

F: S&P 100 index 74 £E £ NYSE A& 937) F241& Ao =, NBBO9} =t
XM&7ke] 2ol Z trade-through®= Atha 7FA S Wl FAx7L Hazoz
7F Bl He v, 20039 12€ 8UFE 16Y Alo] €I /MARE AL
|3t £ 3 (Govardhan(2004) #=)

Trade-Through Rule°] #Ain]g-2] Fiehe 344 aAE TP
U= F42 <# IV2>E FalXe 908 + Aok <& IV-2>= NYSE
35 H F NYSE o]9]9] ALl NBBOZ AAH A-E AA A
A el 20%2 7HE3 F, ol Adel 44, 14E, 24 E
= 1 ol Al A9|(F, trade-through)S 8T o FAAE0] F
7h2 FEd Aelgta odHe H&S AASt Jdoh 23E =3
15%t Trade-Through Rules =<31A 28317 wjid] TS 4
g HES FUIE FEdel ees € g Aok EI 1
o] NBBOSH <43 WA= g%
= Sub-Penny Ruleo] W3l $HE]3l7t o] A& 71zl
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<¥ IV-2> Trade-Through Rule2| 7|&=& 2tslst A FAXIe| FII8

B H|&
Trade-Through Ruled] 2] 3] &3 FAAY F7MRE
Hl-&-(23)
14E o 9] 2-8A](Sub-Penny Rule %-§) 1,507,281,200
2AE o 9] AEA 2,299,369,458
SAE o9 HEA 3,121,665,767
Trade-Through RuleS ¢+ &-&A|(FF 4214 E) 3,465,737,036

: 2004 NYSE

BETH T FAANFA AWNFNBBOR AZAE H-)= 20%
2 Jbgstn #493

5} Govardhan(2004) FAx)

2. Reg NMSol tidt vl#3 73
A AR A TE ZHAN Y HlB

Reg NMS T2 XA FHS 7 =do] Ha = AR SEC
o} A 2 AFA S Trade-Through Ruled] Wi+ Alztxte}t & 4 Uoh
SECE D ©] 7tHco] BEBIEFA(N/N IerEAA) Y] AA7MFEs B
St AFFEAS Foli(F, 7HEY

uA
E
o A Best Execution®] w3t 23L& 113 st SECY FEXAIHE T
g3k AFAdS EoledH oA F4HEH IS ?l":]ﬁl 3 ]":]' a8y
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1) ARFEE A 59

ARB| K F2Lo] A Y 71FES HEEA] Trade-Through Ruleo]2h= “f
A"E JalA REste Aol AAREAS SUAZ F AdeTlel o
St =gho|t), A F7EA ] A AR B Ao oSt WIEA] 1
gx]nre ol

Bloomfield, O'Hara and Saar(2005)& A1&-FFAo]k HE=A] Z R A
BHare] ARG7iFEdd os == AL okdy, AREFAFe] A
A YA DHEA 4= doka FAIH Bop FA R A
B, AREFAEe] B A 27de ATEFES FE O|&SAT
H{gF29 7170l Aol Eirbel| Z4shd AAQIlFEoR HEs
A3zt g, BRHIEFAE o9 Wi E s jHS ®olal glof, A
fFrede] BEREAAY Ay Fea DHE dAVE S A

o

ATk E3H Madhavan(1995), Bloomfield and O'Hara(1999)

ol

K

of o8, AYNFEZAEES o] &3l Aol HE¢-A9HS A7
A A4 A9 ARVRSANA FR} FAeA ATHA et
uf-2}A %’Eﬂlivx}ﬂ FeFRoE J1ANAL TS QolA o] 7

o AL L HYgE IS & S §lth45) Hendershott and Jones
(2005b)40)= ECNs<] 3}Ql Islandol] gt A4E 53] AFFEAEY

45) o] AFZAF}E FARAAH MAUES AYstar = NYSESF 1
3| (=88 2~E)E°] Trade-Through Rules A A3}l 9}‘3}"5 AR ol A
T AA7IERE BE7} vlEA] $EAS ZHATAE GETE AL
=3ttt

46) 20023 99 239 SECE ETFs?l DIA, QQQ, SPY®] 7HARAL Fr Ao
T3t Islandol| Al Reg ATS®] Limit Order Display Rules ©]3j3t=
A8 R 28y Island= ©] 875 WEA QoL otd ITMHAANE F
si71AE AR, 1@ 391 20039 10€ Z7HAIAIE AZRSHAA 27A)3
S oldstr] AlFEFATH2AE AF). Hendershott and Jones(2005b)= ©]#
Sk vl oA F Abdo] B ETFs A9 A4 F=F(7M4a84, &=
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TH=E QA 54 FTHEHE FX3H, trade-throughs =

= 239 trade—throug 3 A4 ]—04 AR F FFE Z=olve XX
7F o vk sidal F5h

A @ AFAAASS AZHRY TS greta A3
047<M1 e Apum e WA ek A
°] & (market power)”TFS.
< AFL Aok o] B FAAL AFFEES FTHATI7] 93
s

=3
BT Aol We B8eE Ao] Hoh BEHY

2) FAARS FH

Reg NMS Tz ¥do| 73l SECY FAAR T ZA|9k #Hd o]
s, AE7FET SEC AboldlE 2005 A4 <eto] wrEE 7] o] HFEE o
n Ak ojdo] St AT AvE, AE7HES SECTT FAEG

T tFARAY a5 FE8] kA Xetal v & A Ak
Utk oo thal SEC= A HNAE A2 @7 FA A (strategic short-
term investor)Ztil Wi =3tH 7] F XA} (long-term investor) 2= THE-Sh

of asfof i FAstaL U

EAE SEC7H FARE olsh Lol FRAE ZAZ FHAA AN
A g3, B4 dgARANA B FAASE BAR REFES A §5
W aed Ag3goleke 339 o3 REHA gt At w4
FE gt Aehs otk o17)ol Hal 20051 FHHe gl

L
[K

= °|FE, 2004 =
oA AAEARD tFAAe] BHax3olzt & 4 3= Opt-Out

5z

Aol 7R Gee BASAT 1 A, nE AdPEEd wssh $a
A Roieks AgEEAel ZHHE AFRFHE Srkste] A% A
FEol ANE & 9ee BT Aok
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Exception Rules 2HA| 3}t
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FEjoll A o]E9 27 E ANE F&3A FI o HFS FEIA
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1) AIZEE B9 o«
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“intermarket sweep order”¢] 7
-, Sl AP AR FEE A& Adster AT BAE a3
o7 AaNZ Fe oy FuAZdAS EATs & gl 93l 3l
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= =
X8 7 Avke otk o] A FEF FFS WA He AFo] v=
Al AR 74 9o A= Aol oty 7] wjiol mlmF2 A1
AA IT 70 vtz &2 WFoe g JAdd 5 glon, 274

=]
=
o8 FAAG BA T ZALL PolmelA 8 = ok

Reg NMS+= FljellA] A== NMS Sl 8511, v=9
173l BAshs Adole AEHA F=vh o)A v

E(F, T )= o1g F Ak o] Af FAAAAM Y A
g2 HAAC dEXHORE AEEHe 7AV sle & dAG &gt
E 7 Utk

@A, LSEY DB 5 ol=A1el e vsF2e] 2
SoEa Aok 2004 99 A LSEel wadg® w=Fale 47702
FTAUWFL 2079, 3,580 720 o]=a 9)TH?2004.1~2004.9). T
2004 10¥ #x] DB Xetradl A=+ w322 DJIA(Dow Jones
Industrial Average) index, S&P 100 index, Nasdaq 100 index, Dow
Jones Global Titans 50 index T4 F&& =% X3sle] 215702, 894

B 109714 7R3t 7492 o] A Holal AtH(Gkantinis(2005)
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2) NYSES| A9 &3} 7154

A7t AAl= trade-throughE EHH o2 WA|5H7] 93] =4
o e SECY ookt g, oldd AL AR A AW
Ae 7135 AFst7|Eve & ARG AASAA 7HAEEol
&Ho g o]FojX= NYSEE F<%2H(freeriding)d <
AlFste], @318 NYSES] AHE Y A3AAE Aolh=
Ha Jok o= AR &84 AAAAL F5S NMSY
2 A3 9l SECO dAoA & o, vi-e- uigEskA &
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dE E°] durA. JRAGHAA] JEEEE wprbA Kt
Z+-9-’3 4% (Time Priority Rule) A%} ?rtg—‘?/‘a]ﬁﬁﬂ %
=)

1 T oiFEe F50] 4R - A
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Through RuleZ <13 A|iE FHeolgh= SECY 932 F7t A= s
gt & 5 ok

gHH, CTS, CQS, ITS 5 A7t dAA2=He] 98-S 7131 SIACH)
< afTEe] 544 NYSES AHE

Aot 7EAl NYSEZF B8 A1e] o] efs didstrsd w9 35 o]
ok SIACY o]# & &4 3 Ak Al AA 9 oS ffal AR dA
Alz=gle] g7 /A #-EE 712 &5 (technical solution)©] &
Aot v & AolasE A8 Zlojth. AR Y ITS7 7= F
o= v GFHATE AHS Aol ofde} o]t AV} v A
< Aolth

48) AA A&} 2/3%= NYSEZE, WA 1/3& AMEX7F B3k Sl
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V. MIFID: Reg NMS2| E4& = =
A &8

1. MiFID| =¢! uiZat &o

2. MIFIDZ} ¥k 551 He

3. MiFID2| F2

LH2: Reg NMS & AlstE A=
4. MiFIDO| CHet HAHS "ot 2 =H| AbE

o






V. MiFID: Reg NMS9| E§X4& X &3}
A8

rr

uR=b

AA FHTFAAGS M H T YA (pan-European single market)©]
gt 53 5tol EU(European Union) 29| A A & o] 3
=3 Ak MIFID= ol23dh Ao 197 (Level 1)olA AA]
CFHARAE ASE Y & =4S 9uletH, 257) EU Fd=
ofyel AAAREA & A, #-E A EFo] 2H & s v
Ao dFdtt) B FoM= MIFIDY] =% w33 4o, =7
Hel, 78 e, 2ga AF7HA JAZRES JrE ARzt

ot W&Holxe MIFID7} "|=¢] Reg NMS A7} stE Xd=i

ik

(Lo

(
=

ry

N2

A= HS 7tsted, Best Execution 3 AIFFEAGd theh F2] 1%
TE 78S AT 2HEte] 1 9nE Bt

1. MiFIDY] =¢] ®j A3 A 9

7h. MiFID =9) oA fFHF A1 1A &7: ISD

1980 d] 4k o] % by LSE9} 1 tlHUl Aaete AL ¥
A

=
HAF A G EAS AR AR oZ 28313 1989 LSE
TS =P A 2~HQl SEAQ(Securities Exchange
Automated Quotation) International50)-S H]3te] TH Al E&4

N

49) MiFID®] dd-#Ql Wgo] #4lo] = =A< Giraud and D'Hont(2006)
£ Fxstr] v

50) 1997'd =7 Auul wAUFS] HAAFEGA| 25?1 SETS(Stock Exchange
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T3 ARG AuhA AAE ZAA S 7R AT o]l sl o
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olgidt &7 FolA 19931d EC(European Commission)= ¥ & &A1
Tt = HAS=Z ISD(Investment Services Directive)&
ool AAZMA FHFAAZ e FAe E2H A&
stal ATt ISDe Ao Z fFHolAM= A (regulated market) Tt
B2 -del BE 7247 FEE Hx9 FASHE] =AU 53
IBell tisjAl= o] Ent "B Y5 AR E(single passport)’E ZHslt] E
T9o] F7HAQ A=Ak gle] EU 3= T dx9 37tet gAEveEs
OE FJd=elMe o] 7hsA @

A2+ A

SDY F3 3 FUFAANF A & 9FE v A
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o) NRQHE SukalA] oFe WM OIN, AR Aa(EE Yol
FARel AR e Agel vl Sl Ads shiol Qe 1 Feo

—_

Electronic Trading System)& =%3}7] ©]X7}A], LSEx= EH49 d8& F
Aoz g AP A DA AUTHA B2 - +A©K2001)).

51) 7oA w=32A132] Concentration Rules W9 w= “AlFHFY
2o mERHO, FAFANG HF B FANE urp PAAoz
“ANaFdTdF et 1@t AYAASTIFE F89 FAHA F&aeH
o T3 BT WA, FARE WA AP w2kl AZAelAY AT
7l Ay ®lolojol gty A, IBY AF T wvblA dHs

3 Rojof sttt AlA|, F2& dF H7te] AWl A= HAIE

oA A= F2o]ojof gt

¢}

ofl g riz



AL F o] F o] Ald)L SEAQ International®] A-&o=2 Z7] A|F
7

b ABANN A7HE LSERHFH FEEFS 49 FE& WSEW EU
A2 (53] Buronext-Paris)Z FHEOWH 3= &35 TAA AT 2
=, ANEP/TYFE Q8 e GG R THERA] Kt 239
B AdL(EE EU 3= A1) I7AEE) dEs 7551
H Aot

171 W
= E9 EXP. Euronextoﬂ AAE F2
o =l wh @_X}ﬂ ﬁ?ﬂ% E93 F9-E A|9slals, 5 Eueonext
o] &FAAvr HAUEES o]&ste] ATt A= ookt ot ¥,
LSE®S] 9ol obf-dd Aok glo] &4} WAUSH ) WA

Uss ZF o8 o Atk ©] 4% IsDe AdagsoFz <lsl =
F2 IBe Ale FEs WFSIAY g8 Al LSE ez 353
T U Hol 2EAel dHF o ofshd Sutel itk wbiel, dd
o AAstuAM deEM FEE 43 = IB= AEHoz O
glan AR Qls) DEAMe] AAYHS 2E 5 fle P2 1B e
Aoz Z dEs A ATk o] ZE Aol AR ToAR o

2o viehd @golet @ % itk

. MiFID, M £% 7A&73 &3

A AR 2T AFERE TS AT Ada(Ee AHE T
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~
riN
Lo
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lo
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Anj
o
ox
B
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riot
0% on

FE38t717F - oA Ht wEbd olE Rt
ANE A2 Ao gget W3t ssHeg sk, A=
A Bg 2 w2 MRIAE Agstr] 98 2 Aol dasi
=t

1999 W ECE A Z& 7rAY =QMFE A3l 57171714

3GA AR PHFFHAN)S T2 FSAP(Financial Services Action
Plan)S =8} At}

Mz
2
0§ 2
v
kW)

o Aeld AEF A A ARE FRFANGY A FABA
ISDe] @A =AAA, FHo A2e FARAC BB DAL o
SAAG) w3 8De] BAFAAALE ol 1B/} BN A8

A FABES FAT 4 9l 2AE ARy, daue FLaw
sl BANUE FUEAAEY MRS o] B oA @13
gal71ek 7o) BoVsEAn. 53 190090 uke] HOlSHANE
AAEe] ARt FEHRL WS B chrd Fele] FED A
27} 5Ae7] ARt A, g
_?;

o

e Level 1(European level): EC, 523 Ao FHAG HAAE
oz & UFADAE ov|. o] 23t 2004 49 MIFID
7h i

52) Lisbon Convention(2000)elA4+= ISD9] o]2jgt Ao tisll EU L=E°]
W4 Tl 3 WEYRDIE A D AT AaAE 3
o2 AA3A. A71A A= H Lisbon Agendaw= “2010d7+A] ECE &}
= frEs AAAA 71 ﬁzga—i AL FEZHQ A4 7197 A (knowledge-
based economy)E Zte A HOFE wEEolA, A&EZQ 44T 18-S FE
sta A1E A fFlidS SuiAE RS iy ee dYREAE 2 9l
THMoloney(2006) F=2).

53) Y™ “Lamfalussy Process”#}il 3l YW FHH L
olgh= =3t slell SHEAAL] Fojet FHA F

™

o

T

-ﬁ X
E

o Jo

o
i
e
>
o



V. MiFID: Reg NMS9] EA4& ¥&3te= FH 7FASE 67

* Level 2(European level): Level 1914 FHE YHES v o = &
A AAE odez 3 APAHE vhdse @AY CESR
(Committee of European Securities Regulation)®| <

vAAES] ddzERE S FEsto] JAYF

AF=2} Abel o] ¥ 74 (cooperation among national regulators)

O T3S
S I

I

Level 12 2004 449 #Ho3lol] osi MIFID7} el g o254 vl
dERa, B Buxzt 24 20 20073 3€ A Level 2 2Fgo] 23y
Zoll Aok ECo fHYgel <3t 2007d 727HA = Level 3 2
Z73ka 20079 11¥€ MIFIDE A7 A3 o Folr}.

MiFID7} =42 745 28t Adse A= Adagsolyrt 29
Hol fFylolME ool ARsHA EZIW AT AAo] AYs] IS
Aog o /e th(effs(2006) =), Leu}t o]2d oS thi Hl#BHo]
gt & Aok divstd ARaFds T dH AAd g w71
olgfjfo]7} wj-g- A, o]E el FEe JHFTEC] US FHORE A
7] Wioltt. o]H g e A MFID7F 3402
of gt JFAIvEA Bejdoran Aok MiFID$SF &gk iAol ois) A
AA - AREA WG - HJEA o] & o] FolR|A] K=
B2 Aol gk Hl#A A-s otk weks] Z3AQl B8 - A

iFIDS] A& F7p7t dx A 4

2)
AEAE Hgo s §

£

kl
%o,
rr
Ho
i

54) MiFID 7#A1¢] F353=<1 4=2] FSA(Financial Services Authority)< Al
7 AdEs HEF ok tigh HE - AeS SutE A Hrisljor & WA
FQlo] Stk FSAw WEA 8l gt vlE - feje] FrHHEs 53] 7Y
wsle] 22 SEAY B oy Fopol] 29 “Cost of Regulation” S 24
oz ol BAAES] FBE AAE L ATHMoloney(2006) ).
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u] =2 A1 7de] A7) Regulation NMS9] =91 2 AJALA

FAAge FANG YoM AFS A T FAl T 5 Uk

(Moloney(2006) 3+3%).

2.

7}.

MiIFID7} ¥4l 223 ¥

24

MiFID7} F78t= &4& ZA ol 72 29d = o
(Mukundan(2006) Z=).

Fe 5EY FAAREE 98 BU AR ARG 2o
provide a degree of harmonization needed to offer investors a

high level of protection)

Best Execution o]F-& F#{Fo =z FEXA A FF =& A4
AH]2~E H A (to ensure high quality execution of investors a
high level of protection)

FYARAAE AT An P95l we} KA AEse
T BE 18 Y A¥l(to provide a coherent and risk sensitive
framework for regulating the order execution arrangements in
the European financial markets)

Afrs/dol digt £ A|i(to enhance transparency on the
depth of liquidity in securities)

w82 HY dHAH} B&4 FZ(to uphold the integrity and

overall efficiency of the financial system)
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ol golN B F gl%ol, MIFIDE FyFAARY Ad2gEelrs
=3

A3t A FFHAYS SFAA Best Executions ST ZH T4}
o Hg RISFFES Asleta AHze A FES FFAII] ST
SGAdFAAA ] AHe FRE Sk Aok

. w9

MiFIDE= EUWo] $%]3 =& ﬂ%%iﬂr =534
o oure]l 74 FES ]g}%

TAAHo R AHEy o33 2o

MIFIDA A= A1759)-S AA1%, “MTF(Multilateral Trading Facility)”,
“Sl(Systematic Internalizer)” 2 T3t Aolstar ok FHFAFLS 7t
EU 379 37te} A5S we AHYAE vttt MTF= v]=9
ATSS} A9l TYstA Aeol=+= ot vjuf Al AA| 250 2 A, 2} EU 3

A=) Q1 stoll FapAlFdeluy sioll i FFHH Ee2 JE2L FEH
o] AA(entity)E olv|sA= F=th SI= FUE FES HFlA A
of ZAACIY & tE 1A FEI WA RN virE A ZA7
= AES Yuidth oleh 2 FEL AR AAEI e HelA
Ge VHI AABAE EFse] ANRGES TBHOE HofFoRA,

= XoR
ju— 0 =
448 ARSAN AL H% FRHe FaseE MFDe o

55) H]=r9] Reg NMSO| XA “trading venue or center”= g o] H ).
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AET A2 WYE LAV WED, 1T L 2E AAAESY D
A8 FAFES Lo] FF WA 5T Qe e HALE A
s ¥2Y 5 Y= Hojan Ao

3. MiFID®] F8 U]-§: Reg NMS #d AlgS F4HO=Z

7}. F2 A3 B ¥ Best Execution T3

L= Ny R
NGFID 2 78 Fo4 18 FASEAE SAH D82 B

=,

Atk olFA T 4 3] 2+ MIFIDo+= Best Execution®] &
= 2 o}
_]

lF
o

ru[o (]
r_ln:

H

o A} A 2 e, AANFoletE ABAY T
Z71% Best Execution®] 7|Fo2 F&3] &5 7] wito|ths)
ol TAHCR AvEY t&3 2o AA, MiFIDA A= FAHA19
| ™3t Best Executions E43}7] 93 SV} geldoz 7153
A5 HYA=AE Gt FAANA o5 S8E s A
o} 2% 2|7k Best Executions #Tsl= 7| oZ= 714, AdH]

56) & “HA o Wi A VIEE Aot Utk
57) Reg NMS Hutp= xa&#oju}, zh o] tigh a4 7]Eo] AAIH
A o} Reg NMSol| vla 1 A& 57} EFH st



V. MiFID: Reg NMS9] 5A4& ¥&3te= FH9 FASE 71
S uHIFEE 3 Aotk o|ZH SIE 4 AlFY AgWAUZSOZRE
A stE AT AREH 2 A HE e AR FUHAEY A
o2 RE WA= 7|3HE 58 1H3t FES 3F)of 3 Sl
FAAH LA NA AFRR, AAZH, FEAZN dFS F= 2FLAE
=9 AUy T4 55 F/ENok dHA|TE AAE Best Execution©] &
AEJEAE HoZE dae Qith @A, Sl SAA7E 273k Best
Executions ©/33t7] 93l A4lo] FEFo = 7led BeE XS A
YF=As FAste] SH37Iv e "k o] 2 11 Y§o] UF =B
Sate] A EHE SIAl 22 AdS 39 F de AAE FA F
3 Aqoaxs & 4 QY o]o] tidiA= FSAP Level 204 & t©] A&

S 4
E A o} ©x|, Exxle} FRo EA, FRo| AAE
AE Al T3 #ES FAV|ETS F o B9 AASHL s ol
A A1E MiFID9] Best Execution2 ©]2o] @4 ofF
Hoe 73 3AS oAl Holol & Ao|th
x|, MiFID| M= SI7} Apalo] HFsks F2lo] A 4 Q)
< Al HrEA]l HT Jhedlobdt gtk A etA=
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AJol] B]Fo]E w] Best Execution¥} T3 a2 A ¥
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>
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AR ANAE ERUYAFOZ = Expxte] Adky o, A AR |
= th o] o] FApAte] Az el #ASL
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AR, MiFID stellA 2zt Sle 52441
Handling Rule)®)& w50 FAALNA o]& FEstal AHsA A5l
of & ¥t ofye}, FAkxte] 277t S W
A we} FapAbe] FEo] JAsHA A
& duk FE daids FAAe] $95 ¢S 2ot jled, MIFE
ol A2E 7hedol A=
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ot} olo] Tt H CESRE, Extate] 23o] US A, St #44l
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I A3 5adE dSeior € Aotk A=, MiFIDY] 34 82
Q1 A=A 2~ (supervisory system)e] THIS} o]9] & I
g ol 27t & 4 1tk (Moloney(2006) F=).

AFEEA #FHE 74L& EUW SA8te s AJAS o=z
A, FAS = Qe FEIZEY ET=E A3 HAF axs FAast=d
& AHFAA, MTE, SI = EUY EE A

58) olol wet sie FEAA WY, st M
B, F&o THAS Wi 5 FEI #¥Este] EU 35y e A%
xé Ho

N OB 9 FEe
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4 AAARE 94 57 I T AL a7shn Aok

AR A T8 (pre-trade transparency)d] 74 @AIHY 7t 2 714
i A Zlol7h F7iEoof gttt Sl AlolA AjE = F2e o
3 A2 7hsst HAY AU AR FH ZHhE I g
?Z}Z}EO] o] Hil Sl H2E F AU

=
SolE AANAUZEAFED, FEFEY, BHY), TR =
o

AFEA TR A (post-trade transparency)®] A5 Aol EE A
sl AA7EA, AdZF, AWAIE Fol FURE|oF Fhrh ey 71A o
174 914 aldd el 2A FFs Wol FAAE =28 F U= 4
of StlX = A AEAHE (indicative flag)ThHs A&
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o £ ANY, A2 43 S BAstel SHE Af(al:
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710l AAA - AFZZER ARE AHH W AR Fpo] Aok
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<¥# V-1> MiFID2| F2 7|El #&E(SI &Y &d o F)

T ¥ 74 Ug
FAEel | RAGERY W9 F FAELO] AP Az ¥
o 39 | BE A (3F FAAEGC] A4 FAANZ 20 5

o] MiFID &toll A FAIE AL dAdste] g9

HAFEFF 7127F He “7dEF (commodity
B ArAE, MTF, 553 59 A3 A17gelA A
HA &= F84FA Gl ©]

o
o
L

f
EUEE, Ve, BV E 5 32 BAAS #
| SAGEe] dA 4 AAEFEFLE FAFE A
of g W& og)
olaltE B |SIZF wE SIS AT olEdE &4 SIb HAsfor & =
AFRY 2. SI7F AAF & 1. U= AlAET] A Ao A o]
g olsidsa #dst 71 /¥ 9 olfr Tl uig A
g o 5
AR A Mu|z=e] AlF AR5 A7) S8l SI7F Aoz RE AR
A% A% Aow F5ole= HATe] AH. AH|AS FH(investment
(Suitability advice vs. portfolio management)ol] wWe} SeiA|= A H 9
Test) Ax. 54 FA W nAe A4 3l APy ddd A
HOAEA AHNS 2E A tsiE FE53 FR o)
& A 2o AF RS dAs] A A9 Hees A
A aloF g
AR Ak uAZH HE aAZ o AT FES F
HAAA AF & #e. sle aAd gg A JRE V)22 ©]
(Appropriate- | &3t AE 2 ARIAE AlFsloF ki, AFEA HHA
ness Test) = B3l ARlze Aol FAHA Kttt AT
[e)
o

7
AE 2 Re QRS dok . @, 1

X
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Dol
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ol
o
o

4. MiFID| 3t HAIY H7 2 FH] A3

MiFIDe| thgh |4A1S] H7F 2 #1442 “sell-side” ¢} “buy-side”
A M2 SHEA diriEo] yehdar ltk(Clark(2005), Clark and
Cobley(2005) #x).

o
|
ok

LS
>

4, sell-side®] 73-%- UH—Or kgt FH Ao
ATSS =5} W3-3le] g 53 B Azl FHEE
ARE gRr3tr] g 7“301 Aete Aoz dige] uet
owE 22 S Bolm MIFIDS] Al a
= 53] LSE E= ol8 W@ ¢59 #d F2 79
< A 93 7FsAel dva ARIHEL st ArhS)

%0 <

£ 3

S 2

o
fr o

of o

B
il
©
oy

W, buy-side®] 7% MiFIDo| A& whulshA] Xala = Aol
“MiFID Joint Working Group” 2] ZA}ol] 931, ©]5-2 MIFIDS] A]dj ]
ek FES G sellside®] ZAZ I3t A9 ofFd FHIE &
I A Fe AeE YENTO) o]E Hu T 2
43%°] buy-side 7]|#E°] MiFID AlfA] D20 FFAH R WA 2H]
(financial information exchange capability)< Z¥5 z
Atk o5& HFF Best Executione] thHih A3
(“moving target”) MiFID®] &Iol] thsl] vl 2wl e] stal s A

59) LSE #A F<fe] °F 40%7F AR ARz RE BAsta e,
MiIFID7} A|3iE™H o]+ EH.-.L_ 248 Aoz QAT QHL]: }?q_ s 7
4 stell M= LSE 33549 W3t A= wt=A] LSEE S8 Hils o
oF &AL, MIiFID 8follA= LSEZF obd thiWl o ALz Hilxo
£ els] dEolt AdAnel o HuE $ssUE BEe] A%
7} 2006 4= 97 =24 IBE F4ASE o|u] A& lth(Project Boat).

60) “Many believe it doesn’t affect [buy-side] and think it's just a sell-side
issue. Some haven't even read about it (Clark and Cobley (2005).”
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o2 Yepgthel) HAAZ o] 22 buy-side?] 14 & FH] FFo] MiFID

RS S
o] APA7IE AN F8 dlojet & = 3lrhe2)
61) <F 56%<] buy-side 7|52 Best Execution 774 E&4 wjio] H|Eo]
Hjro F Aeojzt ddstal itk
62) FZ FRAYA WEW FSAPE 20059L7HA] JHFHAG S vii-els)
I 2006'd 49 MIiFIDE A& ogolitt. 22yt 3749 o8& ¢
Aol FHl A5 SO 3 F wely dAriHe] dAle 20074 11€=

2 AN A5 ek
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VL A% R A=F A1 F= AAK

=
(front-office to back-office)$} THAE Ao &
A XL (FHe]) BN == ]
gl wA - AN TFRAE 2 W Y Zolth. & FolM= Reg
NMSe] Aoz ]ls T 7hsd vmFAA3e] Wals disfral,
o|ZHH FIFHAC] F& F e AMHS EEedA B BaA

g vhRea
1 HFFAN G NF A%

Reg NMS A&7 TlEo] w532 A3 0 Uehd Z0 2 odidss
HshEEe 2 vo3 2ok
AR, F2AAYH BHE EANAIF(niche market)6d)e] A1} o] A
A AR gt e g =] AFad Ao At wet
A B FAAGLE TS o 832 Aol & Zolth Reg NMSE| A
2 AFA7 AA ] olWo)E, $EA R AT A=
Aol BAZA 845 7Hste, AAH S3olgte AFAe F AT
=73t = SECO o&=7b AatAl WEEH Ut} F2
AgelA AT Fgold ) wEHow At 1y AAS F

pi

63) 4714 EAIAZol& Reg NMSO|A] A &J3l= A& (trading venue or center)
ol9le] FAAY HHd EE BlE2YXEE ou|gitt
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 BgE =xo] E oA BAGHE EQT A oMo AL oA
o] BAF}= AHor vud F gE AEE 1] Hrh Reg
NMSellA& o] oM yetue F4 #d SAAZ g +28
AAY Agstar glo, HAH A AFFAA} 54 7ol 3 &
2 ok M A AES Fiste 74 +d 1T 43 o
& AGsA = AR Al dirlst] S8 FANEE &8 A
YRE 7153 & Ao o

ol9} B3le], FF NYSEY R uf$ =& Aty & :
NYSEE 20051 49 ECNs<] &4l ArcaEX<9he] ?}tﬂ & Z3Eskal 2006
d 39 SECERE HE 49< A=Yt o] & 34 2L npzt
a3 A 3AS faste] A4 NYSE Groupl 2 A e 314
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