
 
 
 

Regulatory Circular RG97-138 
 
Date:  October 22, 1997 
 
To: Exchange Membership 
 
From: Legal Department 
 
Re:  DJX Firm Quote Program 
 
 
The Exchange is issuing this Regulatory Circular in order to clarify the firm quote obligations of Market 
Makers and Floor Brokers who conduct business in the Crowd trading options on the Dow Jones Industrial 
Average (Index -- “DJIA”, options – “DJX”) under Rule 8.51 and the enforcement of those obligations.  
The details of the Firm Quote Program are as follows: 
 

A. Firm Quote Program 
 

1. The application of Rule 8.51 (the "Firm Quote Rule") to options on the DJIA is 
that the DJX trading crowd is required to sell (buy) the number of contracts 
established by the Exchange pursuant to Rule 8.51(a) (“DJX firm quote limit”) 
at the offer (bid) that is displayed when an order is presented to the crowd.  This 
Rule is effective for ALL SERIES, but only non-broker-dealer customer orders 
are entitled to an execution under this Rule.  Due to crowd dynamics in the DJX 
pit, the requirement of the Firm Quote Rule means that every non-broker dealer 
customer order represented by a Floor Broker in the crowd is entitled to 
execution for up to the DJX firm quote limit at the disseminated market 
regardless of previous transactions. 

 
2. The Firm Quote Rule will not be in effect during rotations, and may be 

suspended by two Floor Officials in fast markets pursuant to Rule 6.6(b). 
 

3. Two Floor Officials may designate one or more Market Makers to take the 
contra side of a transaction if Market Makers do not voluntarily honor the 
trading crowd's obligation under the Firm Quote Rule.  A failure to take the 
contra side in response to the Floor Officials' designation is a violation of Rule 
8.51.  Pursuant to Rule 17.50, two Floor Officials have the ability to fine 
members up to $2500 for failure to abide by the provisions of Rule 8.51, and, in 
accordance with Interpretation and Policy .05 under Rule 6.20, two Floor 
Officials may change the price of a trade that was executed in violation of Rule 
8.51. 

 
B. Market Maker Obligations 

 
1. Market Makers must make disseminated markets firm for a minimum of the 

DJX firm quote limit in all series for all non-broker/dealer customer orders.  
Although this is a collective obligation of the DJX trading crowd, it becomes the 
individual obligation of each Market Maker who is designated by Floor 
Officials to take the contra side of a transaction. 

 
2. Market Makers have the obligation to state the size of their markets if those 

markets are for less than the DJX firm quote limit.  Market Maker quotes for 



less than the DJX firm quote limit shall not be reflected in the disseminated 
market.  

 
3. Market Makers must respond to a request for a market from a Floor Broker or 

Order Book Official.  Such responses must be in accordance with paragraph B.2 
above.   

 
4. If a disseminated market quote is the result of a customer non-broker dealer 

order for less than the DJX firm quote limit, in accordance with Rule 8.51 the 
crowd is obligated to buy or sell the number of contracts needed to make the 
disseminated quote firm for the DJX firm quote limit. 

 
5. A Market Maker whose bid or offer changes the disseminated market is 

responsible for removing that disseminated bid or offer when it is no longer 
effective.  If a Market Maker fails to remove a bid or offer the Market Maker 
has caused to be disseminated, the Market Maker will be responsible for 
satisfying the firm quote commitment. 

 
6. Market Makers will not be held to a firm quote obligation in the case of 

legitimate screen errors provided the errors are corrected within a reasonable 
amount of time. 

 
C. Floor Broker Obligations 

 
1. Floor Brokers are responsible for ensuring that all orders eligible to be executed 

under the Firm Quote Rule (i.e., non-broker-dealer customer orders for the DJX 
firm quote limit or less) are executed at the disseminated bids or offers or better. 

 
2. Floor Brokers, in an attempt to obtain a fill under the Firm Quote Rule, may 

utilize one of two alternatives.  Those alternatives are: 
 

a.  The Floor Broker, upon receiving an order or entering the crowd 
with an order, may request a market and the Floor Broker must then 
immediately obtain a fill for up to the DJX firm quote limit at either the 
posted market or the verbalized market, whichever is more beneficial 
to the public customer order the Floor Broker is representing:  or 

 
b.  The Floor Broker may make a bid or offer which is between the 
posted markets, and the crowd may respond with a different market 
than the market that is posted.  The Floor Broker must then 
immediately fill the public customer order (for up to the DJX firm 
quote limit) at either the posted market or the verbalized market, 
whichever is more beneficial to the public customer order the Floor 
Broker is representing. 

 
3. If a limit order represented by a Floor Broker is for less than the DJX firm quote 

limit and improves the market, the Floor Broker must inform the crowd of that 
fact before the new market is posted in order to give the crowd the opportunity 
to fill the Floor Broker's order or stand ready to make-up the difference.  A non-
broker-dealer customer order for less than the DJX firm quote limit represented 
by a Floor Broker, unless immediately executed, must be displayed, in which 
case the trading crowd is obligated to buy or sell the number of contracts needed 
to make the disseminated quote firm for the DJX firm quote limit.  Broker-
dealer orders for less than the DJX firm quote limit that are represented by a 
Floor Broker may not be reflected in the disseminated markets; nevertheless a 



Floor Broker is obligated to use due diligence in the representation of such 
orders. 

 
4. Floor Brokers must take the necessary measures to ensure the proper execution 

of a non-broker dealer customer order by holding the crowd to its disseminated 
market quote.  If Market Makers do not voluntarily honor the crowd's obligation 
under Rule 8.51, the Floor Broker has the power to designate a Market Maker or 
Market Makers to take the contra side of the transaction.  If the designated 
Market Maker(s) refuses to trade at the displayed bid or offer, then the Floor 
Broker may call Floor Officials.  Two Floor Officials may designate Market 
Makers(s) to take the contra side of a transaction.  A failure to take the contra 
side in response to the Floor Officials' designation is a violation of Rule 8.51. 

 
5. Floor Brokers are responsible for removing their bids or offers from the screen 

upon leaving the crowd or filling the order.  Failure to do so will result in the 
Floor Broker being responsible for satisfying the firm disseminated quote 
obligation. 

 
6. Instances of misrepresentation of orders that receive firm quote treatment will 

be referred to the Exchange's Business Conduct Committee. 
 

7. Floor Brokers must book those orders they either wish to protect from trade-
throughs and/or wish to be guaranteed priority execution. 

 
Questions regarding the obligations of members regarding the Firm Quote Program should be directed to a 
TFL representative or to Daniel Hustad at 786-7715. 
 
 
 


