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Securities Information Processor (“SIP”) Operating Committees forthe Unlisted
Trading Privileges and Consolidated Quotation Plans

Re: Odd Lots Proposal
Dear SIP Operating Committees:

BlackRock, Inc. (togetherwith its affiliates, “BlackRock”) ! appreciates the opportunity to
comment on the SIP Operating Committees’ proposal to disseminate certain
consolidated odd lot quotation data as ancillary information on the SIP data feeds. As
proposed, the SIPs would represent odd lot top-of-book quotes in newly created fields
withoutimpacting the calculation of the National Best Bid and Offer (NBBO) or
changing the unprotected status of odd lot quotations.

BlackRock believes that the addition of odd lot quotes to the SIP is a step in the right
directionand applauds the SIP Operating Committees’ efforts toincrease transparency
of this market segment. While odd lot quotes are available over proprietary exchange
data feeds, these feeds are not as readily accessible by the public. As aresult, the
provisionof odd lot data on the SIP will meaningfully improvetransparency for
investors and supply academics and market participants with essential informationfor
developing a better of understanding of market dynamics.

However, the lack of comprehensive depth-of-book data on the SIP limits the
effectiveness of publishing odd lot quotes, particularly when there may be multiple
levels of odd lot liquidity veiled beneath the round lot NBBO. Furthermore, the SIP
proposal fails to address the matter of order protection, which perpetuates an archaic
double standard for odd lot quotations. As such, BlackRock believes that this proposal
isn’t sufficiently all-encompassing in resolving the fundamental privileges which
should be accorded to odd lot orders.

As we noted in a prior ViewPoint,odd lots have become a prevalent feature of current
market structure.? In certain high-priced securities,odd lottransactions constitutea
substantial proportion of overall trading activity. During Oct 2019, for example, 92% of
the trades in Amazon.com (almost 50% of the dollarvalue traded) were comprised of
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odd lots; the average transaction size in AMZN was 31 shares.® Odd lotactivity has
been steadily increasing since itwas added to the tape in 2013“ and this has
accelerated over the past year as market participants adjusted their trading behavior to
incorporate odd lots.> The extensive nature of odd lot liquidity intoday’s market breeds
concern inregards to investor protection. Odd lots are not considered protected
quotations under the Order Protection Rule in Regulation NMS.® As such, marketable
orders can trade-through odd lot quotes which are better priced than the NBBO,
leaving investors with suboptimal execution and inefficient markets. A recent academic
study estimated that investors missed over $550k of price improvement against odd lot
orders in just 10 high-priced stocks over one week in 2015.7 Giventhe scale of odd lot
liquidity in equity markets, BlackRock believes that policy makers and plan participants
should consider solutions which both improve transparency over odd lot quotations
and concurrently address the inseparable consequences regarding order protection.

BlackRock believes that a more elegant solution forthe inclusion of odd lots would be
to move from a “one-size-fits-all” approach to a multi-tiered framework where round lot
sizes are determined by the price of a security. The sizing of round lots provides an
intuitive mechanism for expanding odd lot coverage because its designation as the
normal unit of trading is embedded in exchange rulebooks and market regulations. As
such, a reduction in the round lot size would naturally propagate to the relevant rules
which govern protected quotations, determination of the NBBO, and the behavior of
order types. ldeally, tier sizes should not be overly complicated, but should be
determined using data-driven analysis to ensure adequate inclusion of existing odd lot
activity. Forexample, if 100 shares is the optimal unit of trade for a $25 security, then
perhaps around lotforstocks which are priced at $250 or more should be 10 shares.
With proper calibration,round lots sizes would essentially delineate a minimum
notional threshold, as opposed to a minimum share quantity, forreceiving order
protectionand inclusioninthe NBBO. This would ensure that orders of de minimis
economic value do notdistortthe NBBO or negatively affect routing decisions.

BlackRock thanks the SIP Operating Committees forthe opportunity to present our
views and recommendations regarding odd lots. We believethat rules and regulations
should be updated to properly reflectthe role of odd lots in modern market structure.
BlackRock believes that a data-driven redefinition of round lots to scale lotsize relative
to security price would improve transparency and promote fairer and more efficient
markets. We welcome any questions or further discussion regarding our perspective.
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Sincerely,

Hubert De Jesus
Managing Director, Global Head of Market Structure and Electronic Trading

Joanne Medero
Managing Director, Global Public Policy Group



