






Which orders 
are available?
 
Investors may place resting orders in the 

market at any price whether the liquidity 

provider is offering a quote or not. 

z	Types of order available: 

	 l	Limit order, 

	 l	Market order, 

	 l	Market On Opening, during the  

		  pre-opening phase only. 

z	The two following time validities are  

	 available: 

	 l Good Today (Dated by default), 

	 l	Good Till Date (Dated). 

What are the new 
market model 
principles? 

Each issuer manages his own products. 

The new features have been created 

around the principles of a price-driven 

market incorporating the following four 

elements: the compulsory2 presence3  

of the issuer, the quote boundary 

mechanism, the one-sided quote 

situation and the refresh mechanism. 

2	 Under normal market conditions: notably in the case  
	 the underlying asset price is unavailable, this obligation  
	 is suspended.
3	 The presence of the issuer is defined as: the presence  
	 of a Bid and an Ask quote for a minimum quantity  
	 in the book, or a one-sided quote – a buy order  
	 in a bid-only situation or sell order in an offer-only  
	 situation.

The warrants and certificates market is based on price-driven principles. 

In theory, price formation is not the result of bid and offer pressure, as in the equity market for example, but the result of a computation 

based on several factors such as the price of the underlying asset or assets the instrument is based on. NYSE Euronext has designed 

new features that integrate this principle into the core functioning of the matching engine. The open order book will now be 

secured by price-driven features managed by the issuers. The result of this initiative is to offer end investors a more adapted 

trading environment, which will in turn lead to transaction prices more favourable to the end investors. These new features will 

be implemented in March 20091  on the existing trading infrastructure using an enhanced version of Euronext’s NSC VW System.

	 1 Regulators have given their approval for the new market model to be tested as a pilot. Several regulatory processes are still ongoing and notably final regulatory approval shall only be considered  
		  at the end of the pilot phase. It is therefore possible that the market model may not be approved at the completion of the trial, or not approved under its current form. 

Issuer presence  

z	The absence of the issuer triggers 
	 the reservation of the instrument 
	 concerned and the issuer is immediately 
	 informed. 

z	The issuer can then send a quote  
	 to the market, thus making the  
	 instrument available for trading again.   

	 >	No trade can be executed on an  
		  instrument without the presence  
		  of the issuer managing the instrument.

How does it work?

To ensure that no price is traded, 
an automatic reservation is triggered 
as follows: 

z At the opening of the group or  
	 instrument, if the issuer is absent  
	 from the book;  

z During the continuous trading phase,  
	 as soon as the issuer is no longer present  
	 following a quote cancellation or the  
	 complete matching of a quote.

AFQ: A specific Ask For Quote message is 
sent to the issuer whenever the instrument 
is reserved. 
As soon as the issuer enters a new quote, 
the instrument automatically reopens.

How does it work?

The matching algorithm limits transaction 
prices to the boundaries set by the issuer 
quotes.

Quote boundaries
 
z Trades can never occur at prices strictly  
	 above or below the issuer quotes, except  
	 in the specific one-sided quote situations  
	 (described later on).

	 > No trade can be executed outside  
		  of the issuer quotes (static thresholds  
		  are replaced by issuer quotes). 

Flag for one-sided quote 
situations
 
z	If an issuer is sold out he flags his  
	 instrument and limits the quotes  
	 he sends to a bid only.

z	If the price of an instrument is so low  
	 that the issuer is unable to provide a bid  
	 he flags his instrument and limits the  
	 quote he sends to an offer only. 

	 >	Trading can continue. Investors can  
		  exchange products amongst themselves  
		  within the boundaries that complete  
		  the issuer quote.

How does it work?

During a bid-only period, a theoretical sale 
quote is derived from the issuer bid price 
by the trading system: 

z	The price of this quote is the maximum  
	 price authorized for investor executions; 

z	The price of the offer quote is recalculated  
	 each time the issuer bid quote changes; 

z	This offer quote aims at avoiding any  
	 transactions at unfavourable prices  
	 to investors.   

During an offer-only period, a virtual 
minimum price is defined and set to the 
instrument’s minimum tick size.  

z	Investors may continue to exchange  
	 securities within a price range secured  
	 by the issuer.

One-sided quote situations cease as soon 
as the issuer re-enters a complete quote 
(bid and offer quotes)

How does it work?

The matching algorithm limits transaction  
prices to the boundaries reset by the  
issuer’s fresh quotes. 

RFE: Every time an investor places an order 
that could potentially match with a resting 
quote or order for a particular instrument,  
a Request For Execution message is  
systematically sent to the issuer of that 
particular instrument. 

The Request For Execution message only 
contains instrument identification infor-
mation. The message does not contain any 
market sensitive information such as the 
price, side or size of the incoming order.

The issuer receiving a Request For  
Execution message may react as follows: 

z	Respond by sending a fresh quote to the  
	 market. As soon as the new quote hits the  
	 order book, any possible transaction is then  
	 executed. This includes any other entering  
	 order that might have hit the book between  
	 the moment the Request For Execution  
	 message was sent to the issuer and the  
	 moment he sends a fresh quote; 

z	Decide that his existing quote is in line  
	 with current underlying market conditions  
	 and therefore needs no update. In this  
	 case the transaction will be executed at  
	 the end of a certain period of time called  
	 the Refresh Period.

Smart refresh mechanism 
 
z	When an investor enters an executable 
	 order on products most sensitive to  
	 market movements, a specific message  
	 is sent to the issuer; he is then obliged  
	 to refresh his quotes immediately. 

z	A dedicated message is sent to the issuer  
	 who manages the instruments prior to any  
	 transactional execution; this prompts the  
	 issuer to provide the market with an  
	 updated quote. If the issuer does not  
	 respond within a certain timeframe, the  
	 transaction is executed based on the last  
	 available issuer quote.

	 >	No trade can be executed without the  
		  confirmation of the issuer quote before  
		  the expiration of a refresh period.

	 >	Each transaction price is perfectly  
		  in phase with the most recent  
		  evolutions of all parameters that are  
		  taken into account for the valuation  
		  of the products.

Price formation secured by the issuer,
ensuring transaction reliability and accuracy 

Contacts
For further information, log on to 
www.nyseeuronext.com
If you have any question about warrant and 
certificates new market model, e-mail us at 
spring@euronext.com

This publication is solely intended as information and does not consti-
tute any investment advice or an offer, solicitation or recommendation 
to acquire or dispose of any investment or to engage in any transaction. 
Although this publication is issued in good faith, no representation or 
warranty, express or implied, is or will be made and no responsibility or 
liability is or will be accepted by NYSE Euronext or by any of its officers, 
employees or agents in relation to the accuracy or completeness of this 
publication and any such liability is expressly disclaimed. No informa-
tion set out or referred to in this publication shall form the basis of any 
contract. The creation of rights and obligations in respect of financial 
products that are traded on the exchanges operated by NYSE Euronext’s 
subsidiaries shall depend solely on the applicable rules of the market 
operator. NYSE Euronext encourages you to reach your own opinion as to 
whether investments are appropriate or relevant and recommends you not 
to make any decisions on the basis of the information contained in this 
publication before checking it, as you will bear full responsibility for any 
use that you make of it. Persons wishing to trade products available on 
NYSE Euronext markets or wishing to offer such products to third parties 
are advised, before doing so, to check their legal and regulatory position 
in the relevant territory and to understand the related risks. All proprietary 
rights and interest in or connected with this publication are vested in 
NYSE Euronext. No part of it may be redistributed or reproduced in any 
form or by any means or used to make any derivative work (such as trans-
lation, transformation, or adaptation) without the prior written permission 
of NYSE Euronext. NYSE Euronext refers to NYSE Euronext and its affi-
liates and references to NYSE Euronext in this publication include each 
and any such company as the context dictates. NYSE EuronextSM, NYSE 
Group®, Euronext®, Liffe®, Euronext SpringTM, NextWarrants® NextTracks® 
and Trackers® are registered marks of NYSE Euronext. 
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Pre-opening phase: 

The new features do not modify the current 

specificity of the pre-opening phase. 

However it integrates the developments 

linked to the new features: 

l Orders are accepted as usual; they are  

	 taken into account, along with the issuer  

	 quotes, in the computation of the  

	 Theoretical Opening Price (TOP); 

l	The position of the issuer in the ten best  

	 limits is broadcast to the market, except  

	 if the issuer quote is overridden by  

	 the TOP; 

l	If the issuer provides no quote, the  

	 system automatically informs the issuer  

	 through an AFQ message. 

Opening phase: 

At the opening of the instrument, several 

specific cases could occur: 

l	If the issuer is not present, the  

	 instrument is automatically reserved; 

l	If the issuer is present and the calculated  

	 Theoretical Opening Price is between the  

	 issuer quotes, the instrument is opened; 

l	If the calculated Theoretical Opening  

	 Price is outside the issuer quotes, the  

	 instrument is reserved. 

What is the impact on the market opening?

New benefits for investors: fluidity 
and trading at prices secured by the issuer
 
Accuracy and quality of transaction prices:  
No trade can be executed outside the issuer quote. 

Reliability: 
The investor is reassured as to the issuer’s constant presence. 

Flag on one-sided quote situations gives valuable information 

to the investor about the status of the product. 

Transparency indicators:  
Several transparency indicators will enable investors to gauge 

the quality of the service offered by the issuer. 

Those indicators will be available on the NYSE Euronext website.

www.nyseeuronext.com
© March 2009 NYSE Euronext, Inc. All rights reserved
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