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1. Text of Proposed Rule Change

(a) Pursuant to the provisions of Section 19(b)(1) under the Securities
Exchange Act of 1934 (“Act”),! and Rule 19b-4 thereunder,? Investors Exchange LLC
(“IEX” or “Exchange”) is filing with the Securities and Exchange Commission
(“Commission”) a proposed rule change to amend the fees applicable to Members,*
pursuant to [EX Rule 15.110(a) and (c), to revise the fee for an order that routes to and
removes liquidity on an away exchange at a price below $1.00 so that the IEX fee will be
the cost charged, or rebate paid, by the away exchange plus 0.02% of the total dollar
value of the execution, instead of the cost charged by the away exchange plus $0.0001
per share. No other fee changes are proposed. Changes to the Fee Schedule pursuant to
this proposal are effective upon filing,* and will be operative on January 1, 2025.

A notice of the proposed rule change for publication in the Federal Register is
attached hereto as Exhibit 1. The text of the proposed rule change is attached as Exhibit
5.

(b) The Exchange does not believe that the proposed rule change will have
any direct effect, or any significant indirect effect, on any other Exchange rule in effect at
the time of this filing.

(©) Not applicable.

2. Procedures of the Self-Regulatory Organization

Senior management has approved the proposed rule change pursuant to authority

! 15 U.S.C. 78s(b)(1).

2 17 CFR 240.19b-4.

3 See IEX Rule 1.160(s).

4 15 U.S.C. 78s(b)(3)(A)ii).
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delegated to it by the Board of the Exchange. No further action is required under the
Exchange’s governing documents. Therefore, the Exchange’s internal procedures with
respect to the proposed rule change are complete.

The persons on the Exchange staff prepared to respond to questions and

comments on the proposed rule change are:

Claudia Crowley Nathaniel Kolodny
Chief Regulatory Officer Lead Regulation Counsel
Investors Exchange LLC Investors Exchange LLC
917-509-9001 646-629-5622
3. Self-Regulatory Organization’s Statement on the Purpose of, and Statutory Basis

for, the Proposed Rule Change

(a) Purpose

The Exchange proposes to amend its Fee Schedule,’ pursuant to IEX Rule
15.110(a) and (c¢), to revise the pricing for sub-dollar orders that route to and remove
liquidity on an away exchange.

As proposed, IEX will amend the fees applicable to Members,® as specified in the
Fee Schedule, pursuant to IEX Rule 15.110(a) and (c¢), to revise the fee for an order that
routes to and removes liquidity on an away exchange at a price below $1.00 so that the
IEX fee will be the cost charged, or rebate paid, by the away exchange plus 0.02% of the
total dollar value (“TDV”7) of the execution instead of the cost charged by the away
exchange plus $0.0001 per share. No other fee changes are proposed.

IEX recently revised its structure for displayed adding and removing fees for

3 See IEX Fee Schedule, available at: https://www.iexexchange.io/resources/trading/fee-schedule.
6 See IEX Rule 1.160(s).
7 As defined in the Fee Schedule, “TDV” means the total dollar value of the execution calculated as

the execution price multiplied by the number of shares executed in the transaction.


https://www.iexexchange.io/resources/trading/fee-schedule
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executions priced below $1.00, as set forth in rule filing SR-IEX-2024-308, which will be
implemented on January 1, 2025. As described therein, the revised fee structure will
provide for a rebate of 0.15% of the TDV of an execution in a security priced below
$1.00 per share for an order that provides displayed liquidity and a fee of 0.15% of the
TDV of an execution in a security priced below $1.00 per share for an order that removes
displayed liquidity. These changes are designed to improve market quality on the
Exchange by incentivizing Members to send more displayed liquidity adding orders to
the Exchange in securities priced below $1.00.°

In connection with these January 1, 2025 fee changes, IEX now proposes to
synchronize the structure of its fees for sub-dollar routed executions with the fee structure
for sub-dollar executions on IEX, which are all based on a percent of the TDV of the
execution. As proposed, while the fee for an order that routes to and removes liquidity on
an away exchange will continue to be based on the fee charged (or rebate paid) by the
away exchange plus an additional IEX fee component, the additional component will be
0.02% of the total dollar value of the execution instead of the existing additional fee
component of $0.0001 per share.

IEX notes that the proposed additional fee component for routed sub-dollar
executions will be the same, higher, or lower than the current per share additional fee
component depending on the per share price of the security in question. Specifically, if
the per share price of an execution is $0.50 per share, the proposed additional fee

component of 0.02% of TDV would be the same as the existing additional fee component

Available at: https://www.iexexchange.io/documents/sr-iex-2024-30.

? See Id.
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of $0.0001 per share ($0.50 x 0.02% = $0.0001). As a further example, if the per share
price of an execution is $0.20 per share, the proposed additional fee component of 0.02%
of TDV would be less than the existing additional fee component of $0.0001 per share
($0.20 x 0.02% = $0.00004). And if the per share price of an execution is $0.80 per share,
the proposed additional fee component of 0.02% of TDV would be more than the existing
additional fee component of $0.0001 per share ($0.80 x 0.02% = $0.00016).

IEX believes that the proposed change to the additional fee component for sub-
dollar orders routed to and executed on an away exchange will better synchronize its sub-
dollar fee structure because all components of IEX’s sub-dollar fees will be based on
TDV, which will thereby be clearer to Members when assessing applicable fees.

(b) Statutory Basis

The Exchange believes that the proposed rule change is consistent with Section
6(b) of the Act,'® in general, and furthers the objectives of Section 6(b)(4)!! of the Act, in
particular, in that it is designed to provide for the equitable allocation of reasonable fees
among [EX Members and persons using its facilities. Additionally, IEX believes that the
proposed changes to the Fee Schedule are consistent with the investor protection
objectives of Section 6(b)(5)'? of the Act, in particular, in that they are designed to
prevent fraudulent and manipulative acts and practices; to promote just and equitable
principles of trade; to foster cooperation and coordination with persons engaged in

facilitating transactions in securities; to remove impediments to and perfect the

10 15 U.S.C. 78f(b).
i 15 U.S.C. 78f(b)(4).
2 15 U.S.C. 78f(b)(5).



SR-IEX-2024-31
Page 7 of 23

mechanism of a free and open market and a national market system, and, in general, to
protect investors and the public interest; and are not designed to permit unfair
discrimination between customers, brokers, or dealers.

The Exchange believes that the proposed changes are reasonable, fair and
equitable, non-discriminatory, and consistent with the Act. The Exchange operates in a
highly competitive market in which market participants can readily direct order flow to
competing venues if they deem fee levels at a particular venue to be excessive. IEX
notes that trading volume in sub-dollar priced national market system securities'* has
increased dramatically in recent years. During 2023 - 2024 to date, such volumes ranged
from 13% — 14% of overall market volume.'* By contrast, during 2017 — 2019, such
volumes ranged from 2% to 4% of overall market volume.'> Within that context, IEX
believes that it must appropriately finetune its applicable fees to more effectively
compete for this category of order flow.

The Exchange also believes that the proposed fee revision for sub-dollar orders
routed to and executed on an away exchange priced below $1.00 per share are reasonable
since the proposed fee revision is within the range of fees charged by competing
exchanges. The maximum fee IEX could charge to an order that routes to and executes
on an away exchange is 0.32% of TDV, for an away exchange that charges IEX an access
fee 0f 0.30% of TDV. By comparison, while some exchanges charge less than IEX

proposes to charge,'® NYSE Arca, Inc. charges 0.35% of TDV for an order that routes to

13 See Rule 600(a) of Regulation NMS.
14 Source: NYSE TAQ.
15 Source: NYSE TAQ.

16 See, e.g., MEMX Equities Fee Schedule (charging 0.30% of TDV for sub-dollar executions on
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and executes on an away exchange.!” As noted above, the Exchange operates in a highly
competitive market in which market participants can readily direct order flow to
competing venues if they deem fee levels at a particular venue to be excessive. Within
that context, charging cost plus an additional fee of 0.02% of TDV for sub-dollar orders
that route to and execute on an away exchange is designed to keep IEX’s sub-dollar
trading prices competitive with those of other exchanges. IEX believes that such
competitive prices should incentivize Members and other market participants to enter
routable sub-dollar orders on IEX thereby contributing to increased liquidity on IEX and
such away exchanges for orders that route to away exchanges, which is consistent with
the overall goal of enhancing market quality.

Based on the foregoing, IEX does not believe that the proposed fee structure
raises any new or novel issues that the Commission has not already considered in the
context of other exchanges’ fees.

The Exchange further believes that the proposed fee change is consistent with the
Act’s requirement that the Exchange provide for an equitable allocation of fees that is
also not unfairly discriminatory. As proposed, the fees for orders that route to and
execute on an away exchange will apply in an equal and nondiscriminatory manner to all
Members. While the fees for sub-dollar executions on IEX would be lower than the

proposed fees for sub-dollar orders that route to and execute on an away exchange, those

away markets) available at: https://info.memxtrading.com/equities-trading-resources/us-equities-
fee-schedule/; see also The Nasdaq Stock Market Price List (charging 0.30% of TDV for sub-
dollar executions on away markets) available at:
https://www.nasdagtrader.com/Trader.aspx?id=PriceListTrading?2.

See NYSE Arca Trading Fees available at: https://www.nyse.com/publicdocs/nyse/markets/nyse-
arca/NYSE Arca Marketplace Fees.pdf.



https://info.memxtrading.com/equities-trading-resources/us-equities-fee-schedule/
https://info.memxtrading.com/equities-trading-resources/us-equities-fee-schedule/
https://www.nasdaqtrader.com/Trader.aspx?id=PriceListTrading2
https://www.nyse.com/publicdocs/nyse/markets/nyse-arca/NYSE_Arca_Marketplace_Fees.pdf
https://www.nyse.com/publicdocs/nyse/markets/nyse-arca/NYSE_Arca_Marketplace_Fees.pdf
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fee differences are due to the fees charged by the away exchanges, rather than the IEX
fee component. Moreover, those fee differences are not based on the type of Member
entering the order but on whether the Member chose to submit a routable order and
whether the routable order is routed to an away exchange as specified transparently in
IEX’s rules.'® And all Members are eligible to enter routable and non-routable sub-dollar
orders. Moreover, to the extent the proposed change is successful in incentivizing the
entry and execution of sub-dollar orders on IEX, such greater liquidity will benefit all
market participants by increasing price discovery and price formation as well as market
quality and execution opportunities.

4. Self-Regulatory Organization’s Statement on Burden on Competition

The Exchange does not believe that the proposed rule change will impose any
burden on competition that is not necessary or appropriate in furtherance of the purposes
of the Act. The Exchange does not believe that the proposed fees will impose any burden
on intermarket competition that is not necessary or appropriate in furtherance of the
purposes of the Act. The Exchange operates in a highly competitive market in which
market participants can easily direct their orders to competing venues, including off-
exchange venues, if its fees are viewed as non-competitive. Moreover, IEX notes that the
proposed fees are designed to enhance competition by incentivizing the entry of liquidity
on IEX to the benefit of all market participants. Further, subject to the SEC rule filing
process, other exchanges could adopt similar fees.

The Exchange also does not believe that the proposed rule change will impose

any burden on intramarket competition that is not necessary or appropriate in furtherance

18 See IEX Rule 11.230(b).
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of the purposes of the Act. While Members that enter routable orders on IEX would be
subject to different fees based on whether the order executes on IEX or an away
exchange, those differences are not based on the type of Member entering the order but
on whether the Member chose to submit a routable order and whether the routable order
is routed to an away exchange as specified transparently in IEX’s rules.!” Members are
not required to send a routable order to IEX and could instead send a non-routable order
to avoid the fees for routed executions. Further, all Members would benefit from the
availability of more liquidity on the Exchange that the proposed fees are designed to
incentivize. Accordingly, the Exchange does not believe that these changes will have any
impact on competition that is not necessary or appropriate in furtherance of the purposes
of the Act.

5. Self-Regulatory Organization’s Statement on Comments on the Proposed Rule
Change Received from Members, Participants, or Others

Written comments were neither solicited nor received.

6. Extension of Time Period for Commission Action
Not applicable.
7. Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for Accelerated

Effectiveness Pursuant to Section 19(b)(2)

Pursuant to Section 19(b)(3)(A)(ii) of the Act,?’ IEX has designated this proposal
as establishing or changing a due, fee, or other charge imposed by the self-regulatory
organization on any person, whether or not the person is a member of the self-regulatory

organization, which renders the proposed rule change effective upon filing.

19 See supra note 18.

20 15 U.S.C. 78s(b)(3)(A)(ii).
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At any time within 60 days of the filing of the proposed rule change, the
Commission summarily may temporarily suspend such rule change if it appears to the
Commission that such action is necessary or appropriate in the public interest, for the
protection of investors, or otherwise in furtherance of the purposes of the Act. If the
Commission takes such action, the Commission shall institute proceedings under Section
19(b)(2)(B) of the Act to determine whether the proposed rule change should be
approved or disapproved.?!

8. Proposed Rule Change Based on the Rules of Another Self-Regulatory
Organization or of the Commission

The proposed rule change is not based on the rules of another self-regulatory
organization or of the Commission.

9. Security-Based Swap Submissions Filed Pursuant to Section 3C of the Act

Not applicable.

10. Advance Notices Filed Pursuant to Section 806(e) of the Payment, Clearing and
Settlement Supervision Act

Not applicable.
11.  Exhibits
Exhibit 1 — Form of Notice of the Proposed Rule Change for Publication in the

Federal Register.

Exhibit 5 — Text of Proposed Rule Change.

21 15 U.S.C. 78s(b)(2)(B).



