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Partial Amendment No. 2 to SR-Phlx-2018-14 

 
On February 9, 2018, Nasdaq PHLX LLC (“Phlx” or “Exchange”) filed with the 

Securities and Exchange Commission (“SEC” or “Commission”), pursuant to Section 

19(b)(1) of the Securities Exchange Act of 1934 (“Act” or “Exchange Act”)1 and Rule 

19b4 thereunder,2 a proposed rule change to adopt new order type protections, Butterfly 

and Box Spread protections, for Complex Order3 strategy trades.  An Amendment No. 1 

was filed on February 21, 2018.  The proposed rule change was published for comment in 

the Federal Register on March 1, 2018.4  The Commission received no comment letters 

on the proposed rule change. 

With this Partial Amendment No. 2, the Exchange is amending Exhibit 5 to make 

clear at Rule 1098(i)(i) that a Butterfly Spread, including an order being auctioned 

instead of simply the word “auction,” and auction response, that is priced higher than the 

Maximum Value or lower than the Minimum Value will be cancelled.  Also, in that same 

paragraph, the Exchange is replacing the words “Complex Market Order” with “Butterfly 

Spread entered as a Market Order.”   

                                                            
1  15 U.S.C. 78s(b)(1). 

2  17 CFR 240.19b-4. 

3  A Complex Order is an order involving the simultaneous purchase and/or sale of 
two or more different options series in the same underlying security, priced as a 
net debit or credit based on the relative prices of the individual components, for 
the same account, for the purpose of executing a particular investment strategy.  
See Phlx Rule 1098(a)(i). 

4  See Securities Exchange Act Release No. 82766 (February 23, 2018), 83 FR 
8914. 
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The Exchange is amending Exhibit 5 at Rule 1098(i)(i)(a) to amend the current 

initial sentence which states, “The Initial Maximum Value is the distance between the leg 

with the mid-point strike and either of the outer leg strike prices.”  The Exchange 

proposes to reword this sentence to add greater clarity so that “The Initial Maximum 

Value is the distance between the strike price of the leg with the mid-point strike and 

either of the outer leg strike prices.”   

The Exchange proposes similar changes to Rule 1098(j)(i) related to Box Spreads.  

The Exchange similarly proposes to amend Rule 1098(j)(i) to state, “A Box Spread 

including an order being auctioned and auction responses, that is priced higher than the 

Maximum Value or lower than the Minimum Value will be cancelled.  A Box Spread 

entered as a Market Order will be accepted but will be restricted from trading at a price 

higher than the Maximum Value or lower than the Minimum Value.”  Finally, the 

Exchange proposes to remove the word “spread” in Rule 1098(j)(i)(b) as unnecessary.  

The first sentence would read, “The Initial Minimum Value is zero.” 

The Exchange believes that these amendments, while non-substantive, will bring 

greater clarity to the rule text.  
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EXHIBIT 5 

Exhibit 5 shows the changes proposed in this Partial Amendment No. 2, with the 
proposed changes in the original filing shown as if adopted.  Proposed additions in this 
Partial Amendment No. 2 appear underlined; proposed deletions appear in brackets. 

Nasdaq PHLX Rules 

* * * * * 

Rule 1098. Complex Orders on the System 

(a) – (h) No change. 

(i) Butterfly Spread Protection.  The Butterfly Spread Protection will apply to a butterfly 
spread.  A butterfly spread is a three legged Complex Order with the following: (1) two 
legs to buy (sell) the same number of calls (puts); (2) one leg to sell (buy) twice the 
number of calls (puts) with a strike price at mid-point of the two legs to buy (sell); (3) all 
legs have the same expiration; and (4) each leg strike price is equidistant from the next 
sequential strike price. 

(i) A [Complex Order]Butterfly Spread[,] including an order being auctioned and 
auction responses, that is priced higher than the Maximum Value or lower than 
the Minimum Value will be cancelled. A Butterfly Spread entered as a [Complex] 
Market Order will be accepted but will be restricted from trading at a price higher 
than the Maximum Value or lower than the Minimum Value. 

(a) The Initial Maximum Value is the distance between the strike price of 
the leg with the mid-point strike [price]and either of the outer leg strike 
prices.  The Maximum Value Buffer is the lesser of a configurable 
absolute dollar value or percentage of the Initial Maximum Value set by 
the Exchange and announced via a notice to members.  The Maximum 
Value is calculated by adding the Initial Maximum Value and Maximum 
Value Buffer. 

(b) The Initial Minimum Value is zero.  The Minimum Value Buffer is a 
configurable absolute dollar value set by the Exchange and announced via 
a notice to members.  The Minimum Value is calculated by subtracting the 
Minimum Value Buffer from the Initial Minimum Value of zero. 

(ii) The Butterfly Spread Protection applies throughout the trading day, including 
pre-market, during the Opening Process and during Halts.   

(j) Box Spread Protection.  The Box Spread Protection will apply to a box spread.  A box 
spread is a four legged Complex Order with the following: (1) one pair of legs with the 
same strike price with one leg to buy a call (put) and one leg to sell a put (call); (2) a 
second pair of legs with a different strike price from the pair described in (1) with one leg 
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to sell a call (put) and one leg to buy a put (call); (3) all legs have the same expiration; 
and (4) all legs have equal volume. 

(i) A [Complex Order] Box Spread[,] including an order being auctioned and 
auction responses, that is priced higher than the Maximum Value or lower than 
the Minimum Value will be cancelled. A Box Spread entered as a 
[Complex]Market Order will be accepted but will be restricted from trading at a 
price higher than the Maximum Value or lower than the Minimum Value. 

(a) The Initial Maximum Value is the distance between the strike prices of 
each pair of leg strike prices.  The Maximum Value Buffer is the lesser of 
a configurable absolute dollar value or percentage of the Initial Maximum 
value set by the Exchange and announced via a notice to members.  The 
Maximum Value is calculated by adding the Initial Maximum Value and 
Maximum Value Buffer. 

(b) The Initial Minimum Value [spread] is zero.  The Minimum Value 
Buffer is a configurable absolute dollar value set by the Exchange and 
announced via a notice to members.  The Minimum Value is calculated by 
subtracting the Minimum Value Buffer from the Initial Minimum Value of 
zero. 

(ii) The Box Spread Protection applies throughout the trading day, including pre-
market, during the Opening Process and during Halts.  

* * * * * 
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