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1. INTRODUCTION 

1.1. Purpose 

This document provides a high-level overview of how TMX Australia Exchange, which is the trading name 
of TMX Australia Exchange Pty Limited (previously Cboe Australia Pty Limited) (“TMX”), compiles the 
national best bid and offer (“NBBO”) and validates Trades with Price Improvement (“TWPI”) as defined 
under the ASIC Market Integrity Rules (Securities Markets) 2017 (“MIRs”). 

1.2. Market Operator Obligations 

Under MIR 6.1.1(2), a participant is not required to comply with the pre-trade transparency requirements 
under MIR 6.1.1(1) in relation to a number of exceptions. The exceptions include a TWPI, which is a 
transaction executed at a price that is higher than the best available bid and lower than the best available 
offer by one or more price steps, or at the midpoint of these prices, as defined under MIR 6.2.3(1)(a). TMX 
refers to this type of trade report as “NBBOX”. These trades must be reported to an exchange, immediately 
if executed during continuous trading, or as otherwise provided by MIR 6.3.1. 

Under MIR 6.3.4A, a market operator that receives a report of TWPI must have in place arrangements to 
determine whether the transaction as reported meets the criteria for the TWPI exception. The 
arrangements must include validation that the price of the reported TWPI meets the price criteria under MIR 
6.2.3(1)(a) based on the market operator’s calculation of the NBBO at the time the TWPI is reported. 

As outlined in the ASIC Regulatory Guide 172, in compiling the NBBO, a market operator is expected to: 

(a) consider all pre-trade transparent bids and offers from pre-trade transparent order books, 
irrespective of the size and nature of the order; 

(b) compile the data in real time; and 

(c) have appropriate systems and controls in place to ensure data is collected and processed in a 
timely, accurate and reliable manner. 

Where a pre-trade transparent order book is open, and any other pre-trade transparent order book does 
not have bids and offers available for execution, a market operator is expected to determine the by 
compilation of the bids and offers on those pre-trade transparent order books that are available for 
execution. 

2. NBBO COMPILATION PROCESS 

To compile the NBBO in accordance with its regulatory obligations and expectations, TMX creates a 
hypothetical consolidated order book across TMX and ASX Tradematch to calculate the NBBO on a 
continuous basis in accordance with the sequence that TMX receives orders and market data from ASX.    

If TMX is in a normal continuous trading while ASX Tradematch is not, or if ASX Tradematch has visible 
executable orders, TMX will determine the NBBO by compiling the visible executable orders on TMX. 
Conversely, if ASX Tradematch is in a normal continuous trading state and TMX is not, or if TMX has no 
visible executable orders, TMX will determine the NBBO by compiling the visible executable orders on ASX 
Tradematch. 

If ASX experiences a market outage affecting its ability to disseminate market data, TMX will determine the 
NBBO based on the visible executable orders on TMX. For further information on outage scenarios, see the 
TMX Resilience Mechanisms and Disaster Recovery Playbook [insert link]. 

3. VALIDATION OF NBBOX TRADE REPORTS 

As required under the MIRs, TMX validates the price of each NBBOX trade report based on TMX’s NBBO 
calculation at the time TMX receives the trade report.  

ASIC acknowledges that the times recorded for a particular TWPI and the relevant NBBO value calculations 
in a participant’s system may, at times, be marginally out of sync with the corresponding times recorded by 
the market operator receiving a TWPI report. This may result in trade reports for genuine TWPI failing 
validation within a market operator’s systems, leading to the rejection of a report for a TWPI that is 

https://www.legislation.gov.au/F2017L01474/latest/text
https://www.asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-172-financial-markets-domestic-and-overseas-operators/
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otherwise eligible for the exception provided under the MIRs. As a result, TMX applies a small tolerance in 
the validation process to allow for these potential differences. If the NBBO validation fails, TMX will reject 
such NBBOX trade reports and inform participants accordingly.  

The validation process (including the application of a small tolerance) exists solely for the purpose of 
TMX’s trade report validation and should not be relied upon by participants to satisfy their TWPI obligations 
under the MIRs. TMX does not publish the value of the tolerance applied or the method by which it is 
calculated. 

The following scenarios illustrate how TMX validates the price of NBBOX trade reports in certain market 
conditions. 

(a) Standard Bid-Offer Spread: TMX will accept NBBOX trade reports executed at the mid-point or at 
valid price steps within the validation range, which is defined by the best available bid less 
tolerance and the best available offer plus tolerance.  

(b) One-Sided Market: ASIC considers that where there is no spread because there is only one of a 
best bid or offer (e.g. the bid is $5.05 and there is no offer), the TWPI exception cannot be used. 
However, acknowledging that potential misalignment between participant and TMX systems, when 
there is a one-sided market, TMX will accept NBBOX trade reports executed at the best available 
price (bid or offer) or at a valid price step within the validation range, which is defined by the best 
available price plus or minus tolerance. 

(c) Locked Market: If the NBBO is locked (i.e., when the best available bid and offer prices are the 
same), TMX will accept NBBOX trade reports executed at the locked price or at a valid price step 
within the validation range, which is defined by the locked price plus or minus tolerance. 

(d) Crossed Market: If the NBBO is crossed (i.e., when the best available bid is higher than the best 
available offer, trade reports will be accepted at the mid-point or at valid price steps within the 
validation range, which is defined by the mid-point plus or minus tolerance. 

 



 
 

© TMX Australia Exchange Pty Limited | ACN 129 584 667 | V3.0 August 2026  Page 4 of 4 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
© TMX Australia Exchange Pty Limited (previously Cboe Australia Pty Ltd) trading as TMX Australia Exchange | ACN 129 584 667. 
All rights reserved. Version 3.0, as of August 2026 
 
TMX Australia Exchange is the holder of an Australian Markets Licence to operate a financial market in Australia. This information is 
provided for informational purposes only. It does not take into account the particular investment objectives, financial situation, or 
needs of any individual or entity. Under no circumstances is it to be used as a basis for, or considered as an offer to, become a 
participant of or trade on TMX Australia Exchange or undertake any other activity or purchase or sell any security, or as a solicitation 
or recommendation of the purchase, sale, or offer to purchase or sell any security.  While the information has been obtained from 
sources deemed reliable, neither TMX Australia Exchange nor its licensors, nor any other party through whom the user obtains any 
such information: (i) makes any guarantees that it is accurate, complete, timely, or contains correct sequencing of information; (ii) 
makes any warranties with regard to the results obtained from its use; or (iii) shall have any liability for any claims, losses, or damages 
arising from or occasioned by any inaccuracy, error, delay, or omission, or from the use of the information or actions taken in reliance 
on the information. Reproduction or redistribution of this information is prohibited except with written permission from TMX Australia 
Exchange. 
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