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02.04.2019 

Re: 
Market Data and Market Access 
File No.4-729 

Dear Mr. Fields: 

Investors Exchange LLC (“IEX”) is pleased to submit the attached market commentary, “IEX is ‘all-
in’ on pricing transparency”, as an additional IEX comment to the Commission’s comment fle for its 
Roundtable on Market Data and Market Access.  The commentary was frst published in the on-line 
platform LinkedIn on February 1, 2019. 

Sincereley, 

John Ramsay 
Chief Market Policy Offcer 

cc: The Hon. Jay Clayton, Chairman 
The Hon. Robert J. Jackson Jr., Commissioner 
The Hon. Hester M. Peirce, Commissioner 
The Hon. Elad L. Roisman, Commissioner 

Mr. Brett Redfearn, Director, Division of Trading and Markets 
Mr. Christian Sabella, Deputy Director, Division of Trading and Markets 
Mr. David S. Shillman, Associate Director, Division of Trading and Markets 
Mr. John Roeser, Associate Director, Division of Trading and Markets 

Dr. Chyhe Becker, Acting Director, Division of Economic and Risk Analysis 
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IEX is "all-in" on pricing transparency 
Published on February 1, 2019 

John Ramsay
Chief Market Policy Officer at IEX Group, Inc. 

Earlier this week, in response to calls for more transparency from exchanges on the topic of 
market data fees, IEX published a report based on a months-long review of its own costs to 
produce market data and connectivity products and services. Our report also compared those 
costs, on a per user basis, to the fees charged by NYSE (ICE), Nasdaq, and Cboe (owner of the 
Bats markets). Because IEX, in order to run its own exchange, is required to pay for market data 
and connectivity at levels that are similar to what other industry firms must pay, we compared 
our per user cost to the fees we pay to the other exchanges. We concluded that these entrenched 
exchange groups are overcharging for market data at estimated markup levels up to 1,800%, and 
overcharging for connectivity with estimated markups exceeding 4,000%. You can read the 
report here. 

How did the exchanges respond? 

The exchanges answered our study with a detailed disclosure of their own costs and a thoughtful 
analysis of data and connectivity prices. Just kidding! Of course they didn’t do that. Instead, 
they predictably deflected from discussing market data cost burdens by fabricating something 
they call an “all-in” cost to trade. 

What is “all-in” cost? 
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Essentially, the way that exchanges calculate an “all-in” cost is by adding up all the fixed costs 
of the type we described in our study and combining them with variable transaction fees, which 
are heavily affected by rebates and pricing tiers provided to some of their members, to come up 
with an average cost per share. Why complain about the fixed costs, they seem to say. When 
you mash all the fees together, we’re actually a great bargain! 

The problem - and it’s really a pretty obvious one - is that nobody pays an average. The fixed 
costs discussed in our report are needed regardless of how much any particular firm trades, much 
like a gym membership. The only way you could avoid them is if you avoid trading on all the 
exchanges that are part of one of the three major exchange families, and at that point you won’t 
have a trading business because regulations and commercial necessity preclude it. So, dividing 
these huge fixed costs by trading volume is about as realistic as Equinox saying that the average 
cost per gym membership is 9 cents per step on the treadmill. You are paying the entry fees 
regardless, so the exchange calculation is really just an exercise in taking a big number and 
trying to find a denominator that will make it look smaller. 

What is the average cost to trade on an exchange? 

Another big problem with exchanges quoting an “all-in” average cost is that it misrepresents the 
average experience of the members. In this version of exchange cost calculation, the transaction 
fees they charge (up to 0.3 cents per share, the maximum allowed by regulation) are reduced by 
the rebates and tiered volume discounts they give to some of their members, producing a smaller 
average cost per share traded. However, the distribution of fees and rebates is heavily 
skewed. How skewed? Well, as one of the exchange executives stated publicly last October, 5 
out of that market’s top 10 brokers by volume received a net payment from the exchange even 
after considering all the connectivity and data fees they are charged. That revealing tidbit by 
itself gives us a very good idea that the actual “all-in” cost burden for the great majority of 
brokers is far in excess of the average per share. It’s hard to know exactly how much more 
because, of course, that is known only to the exchanges, and they are in no mood to provide that 
more illuminating information. 

Transparency on Trading Costs 

The Exchange Act of 1934 provides a simple statement of principle about how exchanges should 
treat their members and others who rely on them: 

“The rules of the exchange [must] provide for the equitable allocation of 
reasonable dues, fees, and other charges among its members and issuers 

and other persons using its facilities.” 

IEX’s model is to charge our members a flat fee per share and to provide market data and 
connectivity for free. We believe this method is equitable and reasonable, and it is fully 
transparent to all of our members. You pay IEX to trade and do not pay if you don’t. 
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To determine IEX’s “all-in” cost across our members, and in the spirit of further transparency, 
we conducted a study by ranking our broker members by amount of trading volume. We then 
bucketed them in groups of 5 (to protect individual members’ confidentiality). For each bucket, 
we divided the total fees paid by shares traded. This is what the results look like in graph form, 
with higher to lower volume groups shown from left to right: 

We don’t know, of course, what that figure looks like for the other exchanges, but we do know, 
for example, as confirmed in a recent blog post from Nasdaq, that fixed costs account for 
the lion’s share of “average” costs across all users. Based on the public information we do have, 
we think the curve for the maker-taker exchanges might look something like this: 
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In case we got that wrong, and if the other exchanges are interested in real transparency about 
“all-in” costs, we would invite them to correct the record and provide data on how the exchange 
cost burden is allocated among all their members. 

Where to go from here? 

The exchange business is changing, and this week represented a large step forward in realigning 
the industry’s relationship with stock exchanges. Because of their privileged position, and 
regardless of their for-profit status, exchanges need to be held accountable for meeting the 
standards laid out in the Exchange Act. In major part, that means refocused attention on how to 
fix the unconstrained fixed fees that all members have to pay. 

The simple conclusion is this: until the entrenched exchanges share the data behind their claims, 
anything they say to the contrary amounts to a public relations effort to get people to look the 
other way. 

Read "The Cost of Exchange Services" at iextrading.com/ShowMeTheData. 

#ShowMeTheData 
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About IEX Group 

IEX Group is on a mission to build fairer markets. Founded in 2012 and headquartered in New 
York City, IEX Group introduced its first trading venture in 2013 and launched the Investors 
Exchange (IEX), an independent U.S. stock exchange, in 2016. Learn more 
at iextrading.com. 

© 2019 IEX Group, Inc. and its subsidiaries. Neither the information, nor any opinion 
expressed herein constitutes a solicitation or offer to buy or sell any securities or 
provide any investment advice or service. The information herein is believed to be 
reliable, but the Firm makes no representation as to the accuracy or completeness of, 
and undertakes no duty to update, information herein and any and all liability is 
expressly disclaimed relating to or resulting from use of this information. 
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