








Why does the Commission insist that positions are covered, before the opening of the 
market? Although pre-opening markets exist, trading large volume before the opening is 
likely to increase volatility. This runs exactly contrary to the Commission's stated 
objective. 

As other commentators have suggested, the Commission must allow for a de minimus 
exemption. It is simply not possible to borrow very small amounts of stock. The cost of 
delivering and returning the stock, daily mark-to-market, and the calculation of the 
interest charge make stock loans economically infeasible if the amount is smaller than 
$1 million. 

What if a customer is assigned on a short put option position which is part of a hedged 
portfolio. Should the short position be closed out, which will remove the hedge and leave 
the customer exposed to unlimited loss? 

Conclusion 

The Rule has not worked to advance its stated purpose. On the contrary, the Rule has impaired 

market liquidity and caused other problems that are harmful to the good health and orderly 

operation of our financial markets. The Rule creates other substantial problems for both firms 

and customers, without any offsetting benefit or justification. For these reasons, we respectfully 

submit, the Commission should take the following action: 

The Commission should rescind the Rule, effective immediately; and 

The Commission should focus its attention on providing liquidity to the industry; and 

The Commission should work with the exchanges and DTCC to restore a viable buy-in 

market, which will be effective in eliminating all "naked" short selling. 
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