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SR-NYSEArca-2016-44, Partial Amendment No. 1 

NYSE Arca, Inc. (“NYSE Arca” or the “Exchange”), through its wholly-owned 
subsidiary, NYSE Arca Equities, Inc. (“NYSE Arca Equities”), hereby submits this 
Partial Amendment No. 1 to the above-referenced filing (“Filing”) in connection with the 
proposed rule change to amend NYSE Arca Equities Rule 7.31P(h) (Orders and 
Modifiers) to add a new Discretionary Pegged Order.   

1. Amend page 27 of the Exhibit 5 and amend page 7 of the Filing (page 17 of the 
Exhibit 1). 

The Exchange proposes to amend page 27 of the Exhibit 5 to add rule text to address how 
both resting and arriving Discretionary Pegged Orders will be handled when the PBBO is 
locked or crossed.  To reflect this change, the Exchange proposes to add proposed Rule 
7.31P(h)(3)(E), as follows (new text double-underlined): 

(3) Discretionary Pegged Order.  A Pegged Order to buy (sell) that upon entry to the 
NYSE Arca Marketplace is assigned a working price equal to the lower (higher) of 
the midpoint of the PBBO (“Midpoint Price”) or the limit price of the order.  Any 
untraded shares of such order are assigned a working price equal to the lower 
(higher) of PBB (PBO) or the order’s limit price and is automatically adjusted in 
response to changes to the PBB (PBO) for buy (sell) orders up (down) to the order’s 
limit price.  In order to trade with contra-side orders on the NYSE Arca Book, a 
Discretionary Pegged Order to buy (sell) will exercise the least amount of price 
discretion necessary from its working price to its discretionary price (defined as the 
lower (higher) of the Midpoint Price or the Discretionary Pegged Order’s limit 
price), except during periods of quote instability, as defined in paragraph (h)(3)(D) 
below.   

***** 

(3) The Corporation reserves the right to modify the quote 
instability coefficients or quote instability threshold at any time, 
subject to a filing of a proposed rule change with the SEC. 
 

(E) If the PBBO is locked or crossed, both an arriving and resting Discretionary 
Pegged Order will wait for a PBBO that is not locked or crossed before the 
working price is adjusted and the order becomes eligible to trade.  

***** 

The Exchange further proposes to amend page 7 of the Filing (page 17 of the Exhibit 1) 
to add the following paragraph before the last paragraph in the Purpose section of the 
Filing (new text underlined): 
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Proposed Rule 7.31P(h)(3)(E) would further provide how the Exchange would 
handle Discretionary Pegged Orders when the PBBO is locked or crossed.  As 
proposed, if the PBBO is locked or crossed, both an arriving and resting 
Discretionary Pegged Order would wait for a PBBO that is not locked or crossed 
before the working price would be adjusted and the order becomes eligible to 
trade.  This proposed rule text is based on current Rule 7.31P(h)(1)(B), which sets 
forth how Market Pegged Orders are treated when the PBBO is locked or crossed.  
The Exchange believes that because a Discretionary Pegged Order is similar to a 
Market Pegged Order in that both are non-displayed orders, it would be 
appropriate to apply consistent behavior to how such orders would be handled 
when the PBBO is or becomes locked or crossed.  

2. Amend page 9 of the Filing (page 20 of the Exhibit 1) to add a new paragraph to 
the end of the Statutory Basis. 

The Exchange proposes to amend Page 9 of the Filing (page 20 of the Exhibit 1) to add a 
new paragraph to the end of the Statutory Basis as follows (new text underlined): 

In addition, the Exchange believes that the proposed calculation to determine 
whether a quote is unstable is a straightforward determination that does not 
require inbound order flow to be intentionally delayed to be effective.  
Specifically, the proposed calculation would assess (1) the current number of 
protected quotes at the near side of the PBBO, (2) the current number of protected 
quotes at the far side of the PBBO, (3) the number of protected quotes at the near 
side of the PBBO one millisecond earlier, and (4) the number of protected quotes 
at the far side of the PBBO one millisecond earlier to determine the Quote 
Instability Factor.  While an intentionally-delayed market such as IEX may 
prevent arriving interest from interacting with pegged orders immediately, the 
Exchange does not believe that processing market data updates and inbound 
orders out of phase (a la IEX) or simultaneously (as proposed by the Exchange) 
would materially alter the effectiveness of the proposed functionality.  Rather, the 
Exchange believes that the proposed benefits of the functionality would be the 
same regardless of the relative speed.  Moreover, because the proposed 
functionality would be available to all ETP Holders on an optional basis, if ETP 
Holders determine that the functionality is not meeting their needs, they would 
not need to use the proposed order type.  In any event, because the proposed order 
type would not be displayed, the Exchange does not anticipate that the proposed 
order type would have any disruptive effects on the overall market. 

***** 

3. Amend page 7 of the Filing (page 17 of the Exhibit 1). 

The Exchange proposes to amend page 7 of the Filing (page 17 of the Exhibit 1) to add 
the following text to the end of the last paragraph of the Purpose section (new text 
underlined): 
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Because of the technology changes associated with this proposed rule change, the 
Exchange will announce by Trader Update the implementation date.  The 
Exchange anticipates that it will announce the implementation date of this 
proposed rule change by the fourth quarter of 2016. 

***** 

All other representations in the Filing remain as stated therein and no other changes are 
being made. 
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