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July 21, 2017
Via E-mail to rule-comments@sec.gov

Robert W. Errett
Deputy Secretary
Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549-1090
Re: File Number SR-FINRA-2017-023 -Proposed Rule Change to Amend FINRA Rule 6730
(I'ransaction Reporting)
Dear Mr. Errett:
Dealerweb Inc. (hereafter "Dealerweb" or the "Firm'~ welcomes the opportunity to comment
on FINRA's Proposed Rule Change Relating to Reporting Certain ATS Transactions in U.S.
Treasury Securities (File Number SR-FINRA-2017-023) (the "Proposal').
Overview of Dealerweb

Dealerweb is a registered broker-dealer with the Commission (#3-38103) and a member of
FINRA (CRD #19662). Dealerweb acts as an inter-dealer broker ("IDB'~ between various
institutional counterparties and operates electronic and voice platforms across several types of
fixed income and equity securities. Dealerweb's electronic platform is a Commission registered
Alternative Trading System ('~TS'~ supporting products such as U.S. Treasury Securities, To
Be-Announced Mortgage Backed Securities, U.S. Agency Debentures, and U.S. Repurchase
Agreements.
Dealerweb has offered electronic trading systems for fixed income investors since 2009, and has
played an important role in providing greater transparency in and improving the efficiency of the
trading of fixed income securities and derivatives. Therefore, Dealerweb brings a frontline
perspective to the issues raised by the Proposal.
Dealerweb strongly supports the policy goals of the Commission and flNRA data reporting
regime, and believes that pre-trade and post-trade transparency are important components of that
regime. Dealerweb also supports the ultimate policy goal of establishing proper standards for
how data should be reported. However, the introduction and implementation of TRACE
reporting for U.S. Treasury Securities should be carefully considered - not only from a cost
benefit perspecitve, but also with the various methods of execution in mind and the disparate
impact on market participants. As discussed below, Dealerweb believes that the Commission
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and FINRA should reconsider their approach to this Proposal, and grant ATS' who use a workup
protocol with permanent, rather than temporary relief.
FINRA Proposal and Deale1-web Comments

FINRA Proposal
In essence, the Proposal sets out the manner in which a registered ATS and its participants must
report trade information to TRACE for certain transactions in U.S. Treasury Securities, including
a proposal for temporary relief on how certain types of transactions are to be reported during
such temporary period.
Specifically, FINRA is proposing to require ATSs to report to TRACE individual fill information
within a trading session (such as a workup), rather than the current approach of aggregating the
size and price trade details of the workup trading session. FINRA recognizes in the Proposal that
significant systems changes would be required by the ATSs to create and report such individual
fill information within a trading session, and that these changes could not have been made by
July 10, 2017. As a result, FINRA is proposing to provide a temporary exception by adopting
Supplementary Material .06 to permit members to report to TRACE in aggregate, rather than
individual, transaction information reflecting the aggregate size and average price of such
transactions, and to permit trade reports to use a Time of Execution communicated by the ATSs
to each Party to a Transaction, as defined in the Proposal.

Dealerweb Request and Comment
Background on the Dealerweb Workup Trade Process

By way of background, participants have the ability to post passive orders (bids and offers) into
the Dealerweb system. The orders are broadcast simultaneously to all participants and are
considered live prices. Orders are displayed on price then time priority. Execution occurs when
one participant aggresses on a resting order by "hitting the bid" or "lifting the offer". The
participant posting the resting bid or offer may also have "hidden size" behind its order. That is,
the participant may have interest in buying or selling more of a particular security but does not
display all of its interest at the time it initially submitted the bid or offer. Following the initial
aggression on the bid or offer, the aggressing participant and the passive participant have a
period of time to privately negotiate an increase of the size on the trade. For example, if the
initial fill was for $25 million of a security at a negotiated price, then the parties can increase the
size of the trade at the same price during the set period of time. Following this brief private
negotiation time, if the initial posting participant has more liquidity to buy or sell (either because
the initial order was not completely filled or the participant had hidden size behind the order), the
market (at the same price) is open to all other participants, and orders submitted from the other
participants are matched on a time priority basis until there is no additional liquidity at that price
level. Importantly, the Dealerweb workup protocol does not allow for trading at any other price
during the session. Thus, the system does not confirm averaged priced trades to its participants.

2

With respect to U.S Treasury Securities, Dealerweb immediately submits eligible transaction
details to the Government Securities Division of the Fixed Income Clearing Corporation
("GSD'~, in aggregated form, where the trades are compared, netted, risk managed and
ultimately settled through the GSD.
Likewise, upon completion of a workup session, which aggregates all fills between
counterparties at the workup price to a single size, Dealerweb reports that information to TRACE
and its participants' back office risk systems.
For the reasons set out more fully below, Dealerweb respectfully submits that current market
practice achieves the policy goals of FINRA and the Commission and the Proposal would be
unduly burdensome for ATSs and their participants. Accordingly Dealerweb respectfully
requests that with respect to workup transactions, FINRA consider permanent - rather than
temporary - relief for the reporting of such transactions.
Current practice achieves the policy goals of FINRA and the Commission
In the course of a workup session at Dealerweb, there is an initial fill at a negotiated trade price
and any subsequent fills during the workup are done at the same trade price. At the end of the
workup, there is a trade at a single price. Once the trade is completed, Dealerweb immediately
submits the required trade details to TRACE. FINRA receives this information not only from
Dealerweb, but the respective FINRA member firms involved in that trade for matching
purposes. This level of detail accurately informs FINRA of the market price and activity during
the trade time period. Reporting each individual transaction within a workup session, as
contemplated in the Proposal, offers no additional transparency. For example, if Dealerweb
reported to FINRA trade details stating that $500 million 10 Year US Treasury Notes had traded,
providing to FINRA that the trade was actually comprised of five $100 million dollar trades
between the two parties at the same price does not offer any helpful color to the events in the
market. Separately, pricing on third party vendors such as Bloomberg and Tradeweb already
reflect the prevailing market prices in various U.S. Treasury Securities making the reporting of
additional fill information unnecessary for price transparency.
Further, reporting individual fills instead of the completed trade will not accurately reflect
trading activity in U.S. Treasury Securities on the Dealerweb ATS. As an example, if a
participant's bid for $75 million Old Two Year Notes is hit and three fills of $25 million by three
separate counterparties were added during a workup session, it is more accurate to reflect a
single trade for $75 million at a single price for the buyer, as that is what the buyer ultimately
negotiated. As all trades are reported to TRACE single sided, we are already reporting the three
separate sellers of $25 million each (all at same original price) . Since we are already reporting it
in this manner, there is no additional transparency that FINRA would receive by having firms
report the fills.
This is similar to the voice market which regularly works up trades as part of the negotiation
process to arrive at the final trade size. Such trades in the voice market are reported as a single
trade, which represents the final liquidity interest of the parties at that trade price. If FINRA
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intends to publicly disseminate each fill from a workup, then such dissemenation shows
information on the ATS that is not useful to the market and inconsistent with other reporting
entities. Conversely, if FINRA intends to disseminate the aggregated $75 million, in this
example, then there is no reason to have firms report the individual transactions as it does not
provide FINRA with any additional insight, as described above. In either case, this Proposal
risks confusing market participants once this information is disseminated, which does not
advance FINRA's or the Commission's policy goals.
FINRA's Proposal is unduly burdensome for ATSs and their partici'pants
The Firm and its participants recently completed several months of work to prepare for the
reporting of U.S. Treasury Securities to TRACE. This was a significant effort across various
departments within all impacted firms to ensure timely and accurate reporting. The current
Proposal requires those same pru1ies again to invest in and complete new work which
disadvantages an ATS offering workup by adding burdensome costs 1 and im pacting the
efficiency of the overall service making such an ATS less desirable for participants.
First, this Proposal creates new and significant amounts of work for both affected ATS operators
and the participants. Dealerweb is concerned that this will lead to its participants deciding to
trade on venues where this work is not required, either an ATS that does not offer workup or
voice markets. In the voice market, trades are submitted once the workup is complete and the
final trade details are negotiated. However, the Proposal has the effect of treating electronic
markets differently and, indeed, places those markets at a potential disadvantage relative to those
that would not report individual fills. Further, it confuses participants in understanding their own
reporting responsibilities when transacting in different marketplaces.
Second, even if participants invest to make the changes necessary to meet the requirements, the
service those participants receive from the ATS is impacted negatively. Participants on
Dealerweb's U.S. Treasury Securities platform provide liquidity for the marketplace and many
act as market makers to their customers. These participants rely on the efficiency and
transparency that the Dealerweb ATS provides in order to facilitate liquidity to their customers.
Sending each individual fill rather than the completed trade details to these Dealerweb
participants adds unecessary confusion as they only need to see the overall trade negotiated for
their own business purposes rather than each fill that makes up the completed trade.
Third, this will increase the transaction costs of the trade. GSD charges firms on a per trade
basis. If Dealerweb reports fills to the GSD, then it will significantly increase costs. Separately,
if Dealerweb reports the completed trade to GSD, which is the Firm's current practice, then it
creates a discrepancy from what we would potentially report to TRACE.
Dealerweb believes that this Proposal may lead to more U.S Treasury Securities trades being
executed away from electronic ATSs in less efficient markets with less efficient reporting
mechanisms. Such a result is counter to FINRA's and the Commission's transparency goals.
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To the extent FINRA is contemplating charging for TRACE reporting for U.S. Treasury Securities transactions, it
should similarly consider the impact in the cost-benefit analysis.
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Conclusion

Dealerweb understands that FINRA and the Commission have the difficult task of balancing
underlying regulatory concerns with concerns about the imposition of additional cost on industry
participants. However, based on the foregoing, we believe that the Proposal should provide for
permanent relief. This will still allow the Commission to continue to fulfill its regulatory
mandate, while avoiding the possibility of disruption to the existing market.

* * * * * *
If you have any questions concerning our comments, please feel free to contact the undersigned.
Dealerweb welcomes the opportunity to discuss these issues further with FINRA, the
Commission and its staff.

Respectfully submitted,

{'.r,lt~
Nicholas Passarelli
Chief Compliance Officer
Dealerweb Inc.
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