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CANADIAN SECURITY TRADERS ASSOCIATION, INC. 
P.O. Box 3, 31 Adelaide Street East 
Toronto, Ontario    M5C 2H8 
 

 
 
May 29th, 2017 
 
Market Regulations Branch 
Ontario Securities Commission 
22nd Floor 
20 Queen Street West 
Toronto, Ontario M5H 3S8 
marketregulation@osc.gov.on.ca 
 
and 
 
Carina Kwan 
Legal Counsel, Regulatory Affairs (Equity Trading) 
TMX Group 
130 King Street West 
Toronto, Ontario M5X 1J2 
tsxrequestforcomments@tsx.com 
 
 
Re:  TSX Inc. Notice of Proposed Amendments and Request for Comments – Enhancements to Dark 

Trading Functionality  
 
The Canadian Security Traders Association, Inc. ("CSTA") is a professional trade organization that works 
to improve the ethics, business standards and working environment for members who are engaged in 
the buying, selling and trading of securities (mainly equities). The CSTA represents over 850 members 
nationwide, and is led by volunteer Governors from each of three distinct regions (Toronto, Montreal 
and Vancouver). The organization was founded in 2000 to serve as a national voice for our affiliate 
organizations. The CSTA is also affiliated with the Security Traders Association (STA) in the United States 
of America, which has approximately 4,200 members globally, making it the largest organization of its 
kind in the world.  
 
This letter was prepared by the CSTA Trading Issues Committee (the "Committee", “CSTA TIC” or "we"), 
a group of 22 appointed members from amongst the CSTA. This committee has an equal proportion of 
buy-side and sell-side representatives with various areas of market structure expertise. It is important to 
note that there was no survey sent to our members to determine popular opinion; the Committee was 
assigned the responsibility of presenting the views of the CSTA as a whole. The views and statements 
provided below do not necessarily reflect those of all CSTA members or of all members of the Trading 
Issues Committee. 
 
The CSTA Trading Issues Committee appreciates the opportunity to comment on the TSX proposal to 
enhance its Dark Trading Functionality (the “Proposal”). Since most of the proposed functionality 



2 | CSTA TIC 
 

currently exists on other markets, we will focus our commentary solely on issues that we view as 
particular to the TSX implementation.  
 
 
Seek Dark Liquidity (SDL) 
 
We believe that the SDL feature as proposed is similar to existing IOC functionality that already exists on 
various marketplaces. Under the assumption that that this order type interacts with resting liquidity in a 
similar fashion to IOCs, we would not have any concerns with the suggested implementation.  
 
 
Minimum Quantity (MinQty) 
 
We are generally supportive of the decision to abolish the conditional use of the MinQty parameter for 
Dark orders that are larger than 20 standard trading units. We believe that providing users the option to 
enter any MinQty will create more opportunity to interact with the TSX dark facility since a user can 
enter any MinQty they deem appropriate to mitigate information leakage. We also welcome the new 
ability to use the MinQty parameter for all types of dark orders, not only dark midpoint orders.  
 
 
Minimum Interaction Size (MIS) 
 
The intended purpose of the proposed Minimum Interaction Size (MIS) is to minimize potential 
information leakage when executing dark orders by allowing participants (active and passive) to set the 
minimum size of a single contra-side order that they are willing to interact with. While this type of 
feature currently exists on other markets, we believe that the interaction with the existing Dark Order 
types creates notable exceptions.   
 
For active fills, the Proposal states that an “MIS order will generally not proceed to execute actively at a 
subsequent price level where it would otherwise mean trading through dark resting orders that did not 
meet the MIS size. In these cases, the MIS order will either book and lock (dark) with the unexecuted 
smaller-sized resting dark orders or will cancel back based on the specified time-in-force condition. MIS 
will not be enforced if executing against resting contra-side visible orders.” 
 
Example: 

Bid-Ask $10.00-$10.01, 100 shares available on the Bid and Ask. There is currently a Dark 
Midpoint Order to Sell 200 shares resting @ $10.005.  

 
Scenario 1: If a participant sends a Dark Limit Order to buy 400 shares with a limit of 10.01, the 
order would first buy 200 shares at $10.005, then buy 100 shares at $10.01 and finally book the 
remaining 100 shares as a resting Dark Limit order @ 10.01.  

 
Scenario 2: If a participant sends a Dark Limit Order to buy 400 shares with a limit of $10.01 + 
MIS or MinQty 400 shares, the order would not trade against the resting 200 shares at $10.005 
(since it does not meet the MIS or MinQty of 400), and would then book the order at $10.005 
(since an MIS/MinQty order will not proceed to execute actively at a subsequent price if it 
means trading though a dark resting order that did not meet the MIS/MinQty size). 
Consequently, the party entering the Dark Limit Order with the MIS/MinQty condition would 



3 | CSTA TIC 
 

now be able to infer that there is a contra-side Dark Order resting in the book since it did not 
execute against the 100 shares that are available in the visible market. This feature could be 
used to probe for resting dark liquidity. 
 

In order to eliminate the information leakage as described above that would exist by using combinations 
of Dark Limit Orders + MIS/MinQty, we would suggest that any combination of Dark Limit Orders + 
MIS/MinQty logic should be, by design, excluded from any interaction with the Lit market. This would 
bring the added advantage of increasing the usefulness of the Dark Limit Order by allowing participants 
to rest in dark without having to contend with possible unintended interaction with the lit market.  
 
In addition, we would also suggest that all Dark Order types (Dark Limit, Primary Peg, Market Peg, 
Minimum Price Improvement Peg, Midpoint Peg, other) should be posted at their intended prices/limits, 
instead of booking at the price where there is a contra-side order that does not results in a trade due to 
execution parameters such as the MIS/MinQty parameters. We believe that this would 1) prevent the 
information leakage that would occur if a Dark Order traded at a price other than its intended price/limit 
(since the user that sent the order would know of the existence of a contra-side order posted in the dark 
at the particular execution level) and 2) avoid issues of orders receiving worse dark queue priority even 
if they are willing to trade at a superior price than existing orders that are currently booked and locked 
with contra-side orders.  
 
 
Size Requirements for At-The-Touch Trading  
 
Finally, while we believe that the proposed dark orders that would allow for interactions at-the-touch 
are in compliance with the size requirements mandated by regulation, we reiterate our historical stance 
that the definition of "large" orders (either greater than 50 board lots or greater than $100,000 in value) 
does not reflect what is generally meant by "large" orders entered on a marketplace. We believe that 
allowing Dark orders that are not “large” in notional value to trade at-the-touch undermines the spirit of 
UMIR Rule 6.6 – Provisions of Price Improvement by a Dark Order and promotes less visible passive 
liquidity, especially in low-priced securities.1 
 
We would encourage industry debate of what constitutes size discovery for the purpose of dark trading, 
with the goal of updating Canada's dark liquidity regulatory framework to reflect a more appropriate 
definition of a "large order". 
 
 
Conclusions 

Based on our understanding of the proposed interactions between Dark Orders with parameters that 
prevent execution against contra-side order (MIS/MinQty), we believe that there is unnecessary 
information leakage of unexecuted orders that remain in the dark book. We would respectfully request 
that the previously described issues be corrected before the Proposal is approved.   
 
Thank you for your attention in this matter. 

                                                           
1 For further discussion, please refer to CSTA TIC response letter to a proposal by TriAct Canada 
Marketplace LP, dated October 1, 2014, to introduce "large" trading at the protected NBBO. 
http://www.osc.gov.on.ca/documents/en/Marketplaces/com_20141001_triact-csta.pdf 
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Respectfully,  
 
 
“Signed by the CSTA Trading Issues Committee” 
 
 

c.c. to: 

 
Ontario Securities Commission: 
Ms. Susan Greenglass, Director, Market Regulation 
Ms. Tracey Stern, Manager, Market Regulation  
 
Alberta Securities Commission: 
Ms. Lynn Tsutsumi, Director, Market Regulation 
 
Autorité des marchés financiers: 
Me Élaine Lanouette, Directrice des bourses et des OAR 
 
British Columbia Securities Commission: 
Mr. Mark Wang, Director, Capital Markets Regulation 
 
IIROC: 
Ms. Victoria Pinnington, Senior Vice President, Market Regulation 
Mr. Kevin McCoy, Vice-President, Market Regulation Policy 
MS. Sonali GuptaBhaya, Director, Market Regulation Policy 
 


