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PARTIAL AMENDMENT 

Cboe Exchange, Inc. (“Cboe Options” or the “Exchange”) submits this Amendment, 

constituting Amendment No. 2, to rule filing SR-CBOE-2020-050 (the “Rule Filing”), as amended 

by Amendment No. 1, in which the Exchange proposes to amend proposes to amend Rules 5.37 

and 5.73. 

First, Amendment No. 2 adds the following sentence before the last full sentence on page 

6 of the Form 19b-4 and before the last full sentence on page 23 of Exhibit 1 of Amendment No. 1: 

Currently, there are 28 TPHs with SPX appointments, which represent a significant 
pool of SPX liquidity that would be available to participate in AIM Auctions 
through both contra orders and auction responses. 

Second, Amendment No. 2 adds “in SPX” after “is activated” in the last full sentence on 

page 11 of the Form 19b-4 and page 28 of Exhibit 1 of Amendment No. 1. 

Third, Amendment No. 2 deletes in its entirety and replaces with the following sentence 

the last sentence of the first full paragraph on pages 12 and 18 of the Form 19b-4 and page 29 of 

Exhibit 1 of Amendment No. 1: 

The Exchange notes the electronic crossing price improvement auctions of other 
options exchanges currently permit orders for the accounts of appointed market-
makers to be solicited as the contra orders for those auctions.1  

Fourth, Amendment No. 2 replaces the word “he” with “the” in the first sentence on the 

carryover paragraph on pages 12 – 13 of the Form 19b-4 and pages 29 – 30 of Exhibit 1 of 

Amendment No. 1. 

 
1  See NYSE American, Inc. (“American”) Rule 971.1NY; and BOX Exchange LLC (“BOX”) 

Rule 7150(b). 
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Fifth, Amendment No. 2 adds the following paragraphs after the carryover paragraph on 

pages 12 – 13 of the Form 19b-4 and pages 29 – 30 of Exhibit 1 of Amendment No. 1: 

The Exchange believes the proposed rule change will promote competition 
in SPX AIM Auctions, including competition to initiate SPX AIM Auctions, which 
will remove impediments to and perfect the mechanism of a free and open market 
and a national market system, and, in general, to protect investors.  As noted above, 
there are 28 TPHs with SPX appointments.  The Exchange believes the availability 
of this liquidity available to Agency Orders will positively affect the experience for 
Agency Orders and overall quality of the auctions.  Furthermore, the Exchange 
believes increasing the number of market participants available to be solicited may 
increase competition to provide Initiating Orders, which may lead to an AIM 
Auction being initiated at a better price.  More market participants competing to 
provide Initiating Orders may lead to solicited parties providing more aggressive 
initial prices.  The Exchange believes the ability of all market participants, 
including appointed Market-Makers that did not submit an Initiating Order, to 
submit responses to an AIM Auction will continue to provide competition for 
executions against Agency Orders.  During April and May, over 31% of SPX 
Agency Order contracts executed in AIM Auctions executed against responses 
from market participants, including customers, broker-dealers, market-makers, and 
professional customers (over 99% of those responses were submitted by appointed 
Market-Makers). 

The Exchange does not believe the proposed rule change will adversely 
impact the quoting behavior of SPX Market-Makers.  As noted above, the 
Exchange intends to activate AIM for SPX with a maximum size.  Therefore, all 
SPX orders for a number of contracts larger than that maximum will continue to 
execute as they do today, including against resting orders and quotes in the Book.  
The Exchange believes Market-Makers will, therefore, continue to have an 
incentive to quote aggressively to participate in the majority of SPX volume, which 
is comprised of larger-sized orders.  The Exchange also notes that it intends to 
designate SPX as eligible for Priority Order status,2 orders and quotes at the NBBO 
at the beginning of the auction will get priority over other interest.  As a result, 
Market-Makers will receive a benefit in the auction allocation if they quote 
aggressively, which the Exchange believes will further incentives Market-Makers 
to continue to quote aggressively to participate in the auctions.  

 
2  See Rule 5.37(e) (pursuant to which Priority Orders have priority over other contra-side 

trading interest at each price level except for Priority Customers and the Initiating Order).  
Pursuant to Priority Order status, Users with displayed resting quotes and orders that were 
at a price equal to the Initial NBBO on the opposite side of the market from the Agency 
Order (“Priority Orders”) have priority up to their size in the Initial NBBO at each price 
level at or better than the Initial NBBO (after Priority Customers and the Initiating TPH 
have received allocations). 
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The Exchange believes any risk that appointed Market-Makers may misuse 
the nonpublic information of an upcoming SPX AIM Auction is de minimis.  
Currently, that same risk is present for non-appointed Market-Makers, but the 
Exchange has not observed any trends of solicited market participants separately 
submitting unrelated orders as a result of knowledge of impending AIM Auctions 
in other classes.  The Exchange notes Rule 5.37, Interpretation and Policy .02 
prohibitions a pattern or practice of submitting orders or quotes for the purpose of 
disrupting or manipulating AIM Auctions, and Rule 8.10 requires TPHs to 
establish, maintain, and enforce written policies and procedures reasonably 
designed to prevent the misuse of material, nonpublic information by TPHs and 
their associated persons. 

Finally, the proposed rule change deletes in its entirety and replaces with the following 

sentence the second sentence in Item 8 on page 21 of the Form 19b-4: 

However, the Exchange notes American Rule 971.1NY and BOX Rule 7150(b) each 
permit orders for the account of any market participant (included an appointed 
market-maker) other than customers be solicited as the contra orders for CUBE 
Auctions and PIP Auctions, respectively, which is are electronic price improvement 
crossing auctions substantially similar to AIM. 

The Exchange requests accelerated approval of Amendment No. 2.  The Exchange 

proposes no changes to substance or the framework of the proposed rule change.  The 

proposed rule change corrects a typographical error and adds some clarifying language.  

Additionally, the proposed rule change adds discussion to support the rule change, 

including the fact that the proposed rule change is substantially similar to the rules of two 

other options exchanges rather than one.  Therefore, the Exchange does not believe a full 

notice and comment period is necessary, and thus believes accelerated approval is appropriate. 
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