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RE. CROE Reqpnnce to Com~nent 1,etter Suhni~tted by Citadel lnvest~nc~it (iroup. 
l,.I,.C. I'crtaining to SR-CBOE-7007-98 

Dear Ms. Morris: 

Tllc Chicago Board Options Excliangc. Incorporated ("CBOE") submits l l i i q  Iellcr ill 

response to tlie Septeniher 12. 2007 comment letter submitted by Citadel I~ivestmcnt Group. L.L..C. 
("Citadel") pertaining to tlie proposed rule changes filed by tlie options exclianges to expand the 
indu5try-wide Penny Pilot Program.' 

In its Icttcr. Citadel urges. anlong otlier tliings, tile SEC 1101 l o  siniply exp;~ntl thc Penny 
Pilot I'rogr:lm by adding 50 ol' tlie most :ictively traded milltiply-listed optioli classes h:~sctl o n  
national average daily volume. Insteatl, Citadel recoln~nends tliat the SEC' tlevelop and idcnt ih 
specific criteria to be used to measure wlietlier an option class is a gootl c:lndidate for the Penny 
l i l t .  'Theti, tlie SI:C could cxpantl tlic Penny Pilot in tliose option classes wllcrc i t  has provcli l o  
he successli~l, avoid optio~i classes wlicre tlie I'ilot lias not heen successfi~l. ant1 consitler rcpl:~cing 
sonie o f  tlie poorest performing Pilot classes with other option classes more suilnhlc for penny 
quoting. 

CROE agrees witli Citadel's statements tliat penny quoting appears to ~nnkc sc~isc (hr 
certain types o f  option classes and not for others. Moreover. ClZOE f i ~ l l y  supports removing from 
tlic Penny Pilot option classes lliat, after analysis ant1 review. arc (bund not to he soocl clioices liv 
quoting ill penny increnients. and replacing t l ~ c ~ i i  witl i otlicr classcs that arc suitahlc for pctiny 
quoting. I$asccl on rl:11:1 collected to (late. curtain I'ilot classes liavc cxperic~icctl signil ic:~~it 
negative changes in volu~iie antl liquidity. clearly suggesting that tlicsc clz~sscs niay not bc good 
cendidatcs for penny quoting. In its June 1. 2007 Penny Pilot report to tlie SIX'. C'l3OII staletl Ihat 
tliat ft~rll icr analysis must he conducted over a longer period o f  time heforc drawing any lirni 
conclusions as to tlic impact o f  quoting in penny increnients. rrr7rl it1 orclc,r to t l~~tcsr~i l i t lc~ II,/~~C./I 
c.lcr,sses hcrrq/i/,fionr pcJrim, cltrotiri!: i,ers[r.s those thtrt (lo rrot. As it lias in the past. C1301; wi l l  
continue to provide leatlcrsllip in evaluating tlie impact o f  tlie Penny Pilot on l l i e  options intlustry 
and identifying wliicli option classes arc good candidates for iluoting in pcn~iy increnietils. 

Respectfully Submitted, 

I CROE'? proposetl rule change to expand tlie Penny Pilot Program is SR-CBOE-2007-98. 
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