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On March 20, 2013, the SEC approved NASDAQ's Market Quality Program (“MQP”) on a pilot
basis. [1] The MQP will allow sponsors of exchange-traded funds (“ETFs”) that trade fewer
than one million shares a day to pay a fee of between $50,000 and $100,000 to

participate. The fee will be used to incentivize market makers to improve the market
quality of the ETF. The pilot will commence when the MQP is implemented by NASDAQ's
acceptance of a sponsor, on behalf of a qualified ETF, and a market maker into the MQP,
and will last for one year unless extended by the SEC.

On March 21, 2013, NYSE Arca reproposed its own market maker incentive program, now
called the “ETP Incentive Program.” [2] Under the proposal, issuers of certain exchange-
traded products (“ETPs”) with low trading volumes could elect to pay NYSE Arca an
“Optional Incentive Fee,” ranging from $10,000 to $40,000 per year, which would be used
to incentivize market makers to take Lead Market Maker assignment in such ETPs. The SEC
has not yet formally published the proposal for comment, but we expect comments will be
due 21 days after publication in the Federal Register.

Mara Shreck
Associate Counsel

endnotes

[1] Order Granting Approval of a Proposed Rule Change, as Modified by Amendment Nos. 1



and 3 Thereto, to Establish the Market Quality Program, SEC Release No. 34-69195, dated

March 20, 2013, available at http://www.sec.gov/rules/sro/nasdaq/2013/34-69195.pdf.

I_1The reproposal is avallable at

segnum 1. NYSE Arca withdrew its previous proposal for a “Fixed Incentive Program” on

January 10, 2013. See http://www.sec.gov/rules/sro/nysearca/2013/34-68616.pdf.

Copyright © by the Investment Company Institute. All rights reserved. Information may be
abridged and therefore incomplete. Communications from the Institute do not constitute, and
should not be considered a substitute for, legal advice.


http://www.sec.gov/rules/sro/nasdaq/2013/34-69195.pdf
http://www.nyse.com/nysenotices/nysearca/rule-filings/pdf?file_no=SR-NYSEArca-2013-34&seqnum=1
http://www.nyse.com/nysenotices/nysearca/rule-filings/pdf?file_no=SR-NYSEArca-2013-34&seqnum=1
http://www.sec.gov/rules/sro/nysearca/2013/34-68616.pdf

