
  

 

 

Effective Date of the SEC’s amendments to Rule 201 of Regulation 

SHO will be Monday, February 28, 2011.  

 
What are the changes to Regulation SHO? 

The Securities and Exchange Commission (SEC) has adopted amendments to Regulation SHO with a 

compliance date of February 28, 2011.  Among the rule changes, the SEC is introducing Rule 201, the 

Alternative Uptick Rule.   

 The rule states that a short sale circuit breaker, when triggered, will impose a restriction 
whereby short sale orders will not be eligible to be executed at the NBB (National best bid).   

 The circuit breaker will be triggered when the price of a security has declined by 10% from the 
previous day’s close.   

 The circuit breaker will remain in effect through the close of the regular market on the next 
trading day.  A short sale circuit breaker may be “re-triggered” on the second day.   

 The primary listing exchanges are responsible for determining that a short sale circuit breaker 
has been triggered and disseminating that information to the market.   

 Under Reg SHO, broker dealers are permitted to mark a short sale (SS) order as “exempt” (SSE) 
if the broker-dealer has determined that it meets all of the conditions of an exemption under 
the Rule.  However, determining whether an exemption is available and documenting the 
support for the exemption solely is the responsibility of the broker dealer sending the order to 
GSEC for execution.   

 In addition, if a broker-dealer sends a SS order to a trading center that is intended to be fully 
un-displayed, that order may not be marked as “exempt” in reliance on Rule 201(c).  This 
includes the routing of orders to a fully non-displayed venue or the usage of un-displayed order 
types such as immediate-or-cancel (IOC) orders.   Accordingly, a broker-dealer should consider 
the appropriateness of relying upon the broker-dealer exemption outlined in Rule 201(c) when 
using a smart router or algorithm that may either send orders to non-displayed venues or use 
un-displayed order types.  

 

For more details, please refer to the official SEC Reg SHO filing 

http://www.sec.gov/rules/final/2010/34-61595.pdf.  The SEC also recently issued a Frequently Asked 

Questions document that may address any additional questions you may have.  Please refer to 

http://www.sec.gov/divisions/marketreg/rule201faq.htm.   
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1. How will GSET handle sell short exempt (SSE) orders from broker-dealer and non-broker dealer 

clients?   
Under Rule 201, SSE can only be used by a broker dealer if all of the conditions of at least one of the 

available exemptions are met.  Please refer to the SEC Reg SHO FAQ for clarification.  GSET will reject all 

SSE orders from non-broker-dealer clients.   

2. How will GSET handle sell short (SS) orders from broker-dealer and non-broker dealer clients? 
If a circuit breaker has been triggered, all SS orders routed to SIGMA X™ priced at the NBB will adhere 

to the industry standard of "Price-Sliding".  The SS order will be eligible to execute at the NBB + 1 

minimum price increment as designated by the SEC.  

3. What methods of order entry will GSET accept sell short (SS) and sell short exempt (SSE) orders?   
GSET will support the entry of SS and SSE orders via the smart action bar from REDIPlus® and Portfolio 

Trader as well as via FIX (tag 54 = “6” for SSE).     

4. Will GSET accept sell short and sell sort exempt orders at all times during the day or just when a 
circuit breaker has been triggered? 

For broker-dealer clients, GSET will accept SS and SSE orders at all times, whether a circuit breaker has 

been triggered or not.  Please be aware that SS orders may not be marked SSE in reliance upon the 

broker-dealer exemption outlined in Rule 201(c) unless a circuit breaker is in effect.   

5. How will GSET algorithmic orders and smart routed orders be handled during a short sale circuit 
breaker? 

Clients will be able to enter SS and SSE algorithmic and smart routed orders at any time during the 

trading day.  Depending on the default behavior of the executing venue, orders may be “Price-Slid” or 

rejected back.  The industry standard behavior is defaulting to “price-sliding”.   

6. Can a sell short order be amended to a sell short exempt order if a short sale circuit breaker has 
been triggered? 

Amendments to the order marking will not be allowed.  You must cancel the existing SS order and send 

a new order as SSE.   

7. How will Rule 201 affect Market-On-Open (MOO) and Market-On-Close (MOC) orders? 
Currently, the SEC has granted exemptive relief to permit the NYSE and NYSE Amex to use certain 

reference prices other than the current NBB (i.e. 9:30 a.m. NBB for MOO)to determine whether a SS 

order can be executed in a single-priced opening, reopening, or closing transaction.  As stated in Rule 

201, unless otherwise exempt, SS orders will need to be executed at a price above the NBB during MOO 

and MOC periods.  This will not effect GSET clients’ ability to submit orders or from participating in 

MOO and MOC periods.        

8. While the short sale circuit breaker is in effect, under what circumstances will GSET reject the sell 
short order? 

SS orders will NOT be rejected back but will be subject to the industry standard of "Price-sliding".  This 

includes resting SS orders.   

 



 

 

 
 

9. How will sell short IOC (“Immediate or Cancel”) orders be handled by the smart order router? 
The GSET smart order router will accept IOC SS orders whether or not a short sale circuit breaker is in 

effect and it is up to the executing venue to establish how it will handle the execution of IOC orders. 

10. How will SIGMA X handle sell short and sell short exempt orders during a short sale circuit 
breaker? 

SIGMA X will adhere to the industry standard of "Price-Sliding" on any SS orders priced at the NBB.  The 

SS order will be eligible to execute at the NBB + 1 minimum price increment once a short sale circuit 

breaker has been triggered, as designated by the SEC.  This will apply to new as well as existing SS 

orders.     

11. How will sell short IOC (“Immediate or Cancel”) orders be handled in SIGMA X? 
SIGMA X will adhere to the industry standard of “Price-Sliding” on any SS orders priced at the NBB 

including IOC orders.  If an IOC order does not receive an execution, the order will be cancelled back.  

12. Will an indicator or alert be available within REDIPlus indicating whether a short sale circuit 
breaker has been triggered in a particular symbol?   

Yes, REDIPlus users will be able to see the current short sale circuit breaker status of any symbol by 

adding the necessary fields in the quote monitor.  In addition, users on the most recent version of 

REDIPlus (version 10.2) will be able to receive pop-up alerts. 

 

 

If you have any questions regarding the amendments to SEC Rule 201 of Regulation SHO, or specific 
GSET order handling practices, please contact your GSET sales trader.  
 

 
 
 
 

 
 

 

  



 

 

 

Non-Reliance and Risk Disclosure: This message is not the product of the Global Investment Research Department or 

Fixed Income Research. It is not a research report and is not intended as such. This material should not be construed as an 

offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

The Goldman Sachs Group, Inc., its affiliates and its subsidiaries (collectively, “we”, “our”, “us” or “Goldman Sachs”) are not 

soliciting any action based on this material. It is for the general information of our clients. It does not constitute a recommendation 

or take into account the particular investment objectives, financial conditions, or needs of individual clients. Before acting on this 

material, you should consider whether it is suitable for your particular circumstances and, if necessary, seek professional advice. 

The material is based on information that we consider reliable, but we do not represent that it is accurate, complete and/or up to 

date, and it should not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material 

only and only represent the views of the author and not those of Goldman Sachs, unless otherwise expressly noted.  

Please ensure that you have read and understood the current options disclosure document before entering into any options 

transactions. Current United States listed options disclosure documents are available from our sales representatives or at 

http://theocc.com/publications/risks/riskstoc.pdf. Certain transactions - including those involving futures, options, equity swaps, and 

other derivatives as well as non-investment-grade securities - give rise to substantial risk and are not available to nor suitable for all 

investors. To the extent this communication contains information pertaining to U.S. registered ETFs or ETNs, consider the 

investment objectives, risks, and charges and expenses of the ETFs and ETNs carefully before investing. If you have any 

questions about whether you are eligible to enter into or are concerned about the risks relating to these transactions, please 

contact your sales representative. This material is not for distribution to retail clients, as that term is defined under The European 

Union Markets in Financial Instruments Directive (2004/39/EC) and any investments, including any foreign exchange products, 

convertible bonds or derivatives, mentioned in this material will not be made available by us to any such retail client. If this material 

constitutes a financial promotion, it is issued and/or approved for distribution in the UK by Goldman Sachs International only to, and 

is only directed at (a) persons who have professional experience in matters relating to investments falling within Article 19(1) of the 

Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”); (b) high net worth entities falling within 

Article 49(1) of the Order; or (c) other persons to whom it may otherwise lawfully be communicated (all such persons together 

being referred to as “relevant persons”). This material must not be acted on or relied on by persons who are not relevant persons. 

Any investment or investment activity to which this communication relates is only available to relevant persons and will be engaged 

in only with relevant persons.  

Goldman Sachs is a full-service, integrated investment banking, investment management, and brokerage firm. The professionals 

who prepared this material are paid in part based on the profitability of The Goldman Sachs Group, Inc., which includes earnings 

from the firm's trading, capital markets, investment banking and other business. In addition, the professionals who prepared this 

material may also produce material for, and from time to time, may advise or otherwise be part of our trading desks that trade as 

principal. This material is therefore not independent from our proprietary interests, which may conflict with your interests. Goldman 

Sachs, its officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from 

time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives (including options) 

thereof in, and act as market maker or specialist in, and serve as a director of, companies mentioned in this material. In addition, 

we may have served as manager or co-manager of a public offering of securities by any such company within the past three years. 

System Response and Access Times; Algorithmic Models: System response and access times for direct market access and 

algorithmic trading may vary due to market conditions, system performance and other factors. Goldman Sachs' algorithmic models 

derive pricing and trading estimates based on historical volume patterns, real-time market data and parameters selected by the 

algorithmic user. The ability of Goldman Sachs' algorithmic models to achieve the performance described in these materials can be 

impacted by significant changes in market conditions such as increased volatility, price dislocations, material market events or 

news or trading halts. In addition, systems or communications failures may impact Goldman Sachs' ability to access the markets 

and, consequently, the performance of the algorithmic models. Factors such as order quantity, liquidity, spread size and the 

parameters selected by the algorithmic user may impact the performance results.  

Legal Entities Disseminating this Material: This material is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 

21 006 797 897) on behalf of Goldman Sachs; in Canada by Goldman Sachs Canada Inc. regarding Canadian equities and by 

Goldman, Sachs & Co. and/or Goldman Sachs Execution & Clearing, L.P. (all other materials); in Hong Kong by Goldman Sachs 

(Asia) L.L.C.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul 

Branch; in New Zealand by Goldman Sachs JBWere (NZ) Limited on behalf of Goldman Sachs; in Singapore by Goldman Sachs 

(Singapore) Pte. (Company Number: 198602165W); in India by Goldman Sachs (India) Securities Private Limited, Mumbai Branch; 

in Europe by Goldman Sachs International (unless stated otherwise); in France by Goldman Sachs Paris Inc. et Cie and/or 

Goldman Sachs International; in Germany by Goldman Sachs International and/or Goldman, Sachs & Co. oHG; in Brazil by 

Goldman Sachs do Brasil Banco Múltiplo S.A.; and in the United States of America by Goldman Sachs Execution & Clearing, L.P. 

(or when expressly noted as such, by Goldman, Sachs & Co.) (both of which are members FINRA, NYSE and SIPC). You may 

obtain information about SIPC, including the SIPC brochure, by contacting SIPC (website: http://www.sipc.org/; phone: 202-371-

8300). Goldman Sachs International, which is authorized and regulated by the Financial Services Authority, has approved this 

material in connection with its distribution in the United Kingdom and European Union. Unless governing law permits otherwise, 

you must contact a Goldman Sachs entity in your home jurisdiction if you want to use our services in effecting a transaction in the 

securities mentioned in this material.  

© 2011, The Goldman Sachs Group, Inc. All rights reserved. No part of this material may be (i) copied, photocopied or 

duplicated in any form by any means or (ii) redistributed without our prior written consent. 

 


