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1aun A1fienNaeg Securities Exchange Commission (USA) a9 luINe9u Concept Release on Equity Market
Structure (2010) 17%'35‘145& HFT 11 professional traders acting in a proprietary capacity that engage in strategies

that generate a large number of trades on a daily basis NFaNaLNBANEMEIRIARITLTU HFT 13 Usenausae

® Use of extraordinarily high speed and sophisticated programs for generating, routing and
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executing orders N3ldlisunsuniaanidagauazdudoutuiiaelunisaing nusduniauwazinnisdamds

® Use of co-location services and individual data feeds offered by exchanges and others to
minimize network and other latencies N131415N19 co-location WA data feeds iﬂ'ﬁlﬁ’lﬁﬁ’] laualaanann
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® \ery short time-frames for establishing and liquidating positions nslinandusnnlunisain
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® Submission of numerous orders that are cancelled shortly after submission mﬁ?m'\‘lﬁ’]z%\‘i
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® Ending the trading day in as close to a flat position as possible (that is, not carrying
significant, unhedged positions overnight) ANTIADUY U Z%u'jvu viradanuzdnduldilaeunn

® Proprietary trading Imel HFT @ﬂ@@g}hﬁ@ﬂﬂgﬂ LLLIU‘VZII/QﬁLﬂu proprietary trading firm/ a

proprietary trading desk of a multi-service broker-dealer/ a hedge fund
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7 https:/medium.com/lykke-research-hub/definition-of-hft-literature-review
www.nortonrosefulbright.com/en/knowledge/publications/6d7b8497/mifid-ii-mifir-series
ﬁ’x‘lﬁ ‘lummmﬁlm High Frequency Trading: Evolution and the Future(2012) 184 Capgemini 19%/‘3‘3‘145\1
ANHNLANFNNTEUINN High Frequency Trading (HFT) fiu Program Trading /Algorithmic Trading A BN
%ﬂ“ﬂ’m%\‘iﬁﬁ’l’mﬁ@ﬂ %ﬂﬁ%\i HFT ﬁm‘ﬁ'qu ultra-low latency connection WAYAYNHNLIIUBITTULBL NN
yanaNiL F;Tqf-'mﬁq@ﬂwn@qwﬁ’mmmu%qLﬂuﬁﬁﬂu A7l Market Making/ Liquidity Rebate Trading/

Statistical Arbitrage/ Leverage Structural differences
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%HFT Trading volume per Total Trading volume in U.S. markets vs. HFT firms’ Revenue
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" In 2005, the SEC passed the Regulation National Market System (Reg. NMS), which updated the Trade-through Rule, 4 promoting transparency

and competition between markets and requiring trade orders to be posted nationally and not at individual exchanges. Traders could now leverage

and profit from any small price difference of a security between two different exchanges, as long as they could act quickly enough to take advantage

of the momentary lag between them (Capgemini, 2012)

2
Major exchanges doubled or tripled their co-location service fees over the 2010-15 period for HFT firms (according to Deutsche Bank research)
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3 The 2010 Flash Crash is the market crash that occurred on May 6, 2010. During the 2010 crash, leading US stock indices, including the Dow Jones
Industrial Average, S&P 500, and Nasdaq Composite Index, tumbled and partially rebounded in less than an hour. Although the market indices
managed to partially rebound in the same day, the flash crash erased almost $1 trillion in market value

‘ Vanguard estimates that HFT has reduced transaction costs during the past decade by 1% annually for each “round-trip,” or buy/sell transaction
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7 https://www.esma.europa.eu/sites/default/files/library/2015/11/esma20141_-_hft_activity_in_eu_equity_markets.pdf

6|Page



