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MICROSTRUCTURE OBSERVATIONS

e The average daily share volume in US equities was 10.5B shares in August 2023, which
was nearly flat both month over month (MoM) and year over year (YoY).

e Trade reporting facility (TRF) share volume as a percent of total consolidated share
volume was 45.4% in August 2023, compared to 45.0% the prior month.

e Quoted spreads in S&P 500 and Russell 2000 stocks widened in August 2023 after
being at their narrowest levels of the year during July 2023. Excluding the first and last
half hour of the trading day, the median S&P 500 stock’s spread widened 17% to 4.9bps
in August 2023 from 4.2bps in July 2023, while the median Russell 2000 stock’s spread
widened 7% to 17.5bps in August 2023 from 16.3bps the prior month.

US MARKET STRUCTURE NEWS

SEC Establishes New Rules for Hedge Fund and Private Equity Fees

The Securities and Exchange Commission (SEC) voted in August to adopt new rules placing restrictions
on the terms hedge funds and private equity funds can provide to investors, as well as increasing
disclosure requirements on fees. The new rules prohibit providing certain investors with better terms
relative to other investors, known as side letters, including providing certain investors with special
redemption rights or more detail on a fund’s holdings. Additionally, private equity and hedge funds will be
required to provide their investors with quarterly financial statements detailing their performance and
expenses, and to undergo annual audits. The final rule did not include certain rules from the original
proposal, including requiring funds to disclose all side letters to all investors and prohibiting funds from
charging fees for unperformed services.

https://www.sec.gov/news/press-release/2023-155
https://www.wsj.com/finance/investing/sec-takes-on-private-equity-hedge-funds-c8323685

SEC Requests Exchanges to Improve Market Data Plan Governance

The SEC on September 1% directed the equity exchanges and Finra to file a new national market system
(NMS) plan to replace the current three NMS plans the govern the dissemination of real time equity market
data. The order cites the conflicts of interest between the exchanges’ regulatory responsibilities in their
oversight of the current NMS plans and their commercial interests in the proprietary market data products
that they sell. The directive from the SEC seeks to mitigate these conflicts and to address the concerns of
market participants that are not self-regulatory organizations. The new NMS plan proposal must be
submitted 45 days after publication to the Federal Register and will be made available for public comment.
https://www.sec.gov/news/press-release/2023-166



https://www.sec.gov/news/press-release/2023-155
https://www.wsj.com/finance/investing/sec-takes-on-private-equity-hedge-funds-c8323685
https://www.sec.gov/news/press-release/2023-166
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Grayscale Investments Wins Court Ruling Against SEC on Bitcoin ETF

The U.S. Court of Appeals for the D.C. Circuit ruled that the SEC must reconsider Grayscale Investments’
application to launch the first bitcoin ETF. The SEC had denied Grayscale’s application to convert its
bitcoin trust into an ETF on the basis that the bitcoin spot market is unregulated and subject to market
manipulation. The appeals court cited the SEC’s denial of Grayscale’s application was ‘arbitrary and
capricious because the Commission failed to explain its different treatment of similar products’, noting the
SEC’s prior approval of bitcoin futures ETFs.
https://www.wsj.com/finance/regulation/grayscale-wins-lawsuit-against-sec-over-bitcoin-etf-1b305cfa?

Virtu Financial Comment Letters

Virtu Comment Letter on Nasdaq Reverse Split Notification

Virtu Financial submitted a comment letter in response to Nasdaqg’s proposal to improve the timeframes
issuers must provide notice to Nasdaq and the public on reverse stock splits. Specifically, the proposal
would shorten the required notice period for issuers to report planned reverse stock splits to Nasdag from
15 calendar days to 5 calendar days, which would provide issuers with additional time to supply more
complete data to Nasdag. The proposal would also increase the timeframe issuers would be required to
inform the public on a reverse stock split from 1 business day to 2 business days. Virtu commends
Nasdagq for this proposal, as enhancing these notice requirements should improve transparency on
reverse stock splits, and further enable market participants to make appropriate system adjustments in
response to reverse stock splits.
https://virtu-www.s3.us-east-1.amazonaws.com/uploads/documents/Virtu%20--
%20Nasdag%20Reverse%20Stock%20Splits%20Comment%20Letter%20%2808232023%29.pdf
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Average Daily Market Volume
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TRF Volume Breakdown W 4TS
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TRF Block Volume Breakdown (Shares) D.”S:E:ﬁf Quantity
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Quotesize in Shares
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One minute volatility is calculated using the difference between the high and low price within a one minute time bin, divided by that bin's VWAP

Source data: Virtu Financial
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Hidden Trades Proportion by Price and Venue
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ABOUTVIRTU

Virtu is a leading financial services firm that leverages cutting-edge technology to provide execution services and data,
analytics and connectivity products to its clients and deliver liquidity to the global markets. Leveraging its global market
making expertise and infrastructure, Virtu provides a robust product suite including offerings in execution, liquidity sourcing,
analytics and broker-neutral, multi-dealer platforms in workflow technology. Virtu's product offerings allow clients to trade on
hundreds of venues across 50+ countries and in multiple asset classes, including global equities, ETFs, foreign exchange,
futures, fixed income and myriad other commodities. In addition, Virtu's integrated, multi-asset analytics platform provides a
range of pre and post-trade services, data products and compliance tools that clients rely upon to invest, trade and manage
risk across global markets.

To learn more, contact your sales representative or call our desk at:
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