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MAIN CHARACTERISTICS OF THE MARKET-MAKING PROCESS

	QUESTIONS ABOUT MARKET MAKING AND THE ROLE OF THE MARKET MAKER
	MAIN AND PARALLEL MARKET
	NEHA

	What legislation governs the practice of market making and which Capital Market Commission decisions apply?


	· Article 22A of Law 1806/1988, where applicable.

· Decision 1/215/17.05.2001 of the Capital Market Commission’s Board of Directors.

· Decision 215/10.03.2001 of the CMC’s Board of Directors concerning development of the Paperless Trading System.
	· Article 6 Law 2733/1999, where applicable.

· Decision 7D/182/25-1-2000, of the CMC Board of Directors, as amended by decisions 9/188/4-4-2000 and 4/197/4-8-2000.



	For what reasons was the practice of market making introduced into the stock market? 
	The aim of the market-making process is to correct transient imbalances in the demand for and supply of particular shares of low liquidity.  The market maker increases market liquidity for a particular share by simultaneously executing purchase and sale transactions. 

	How may an ASE member be authorized to act as a market maker?


	Market makers are appointed by the ASE Board of Directors following applications from both the listed company whose shares are involved and ASE member company wishing to undertake market making operations. 
	Market makers are appointed by the ASE Board of Directors following an application from the ASE member wishing to undertake market making operations.

	Which ASE department processes applications from would-be market makers? 
	ASE’s Domestic Sales Directorate (73 Aiolou Street, tel: 3366178, 3366179).

	What differences are there between the operation of market making on the different ASE markets?
	a) It is not compulsory for companies listed on the main or parallel markets to appoint market makers; it is an option open to them.

b) ASE members who become market makers do so only in respect of shares of the listed companies that have appointed them (ad hoc authorization).

c) The cooperation between a market maker and a company listed on the main or parallel markets must be of at least one year’s duration.
	a) Companies listed on NEHA are obliged to appoint a market maker.

b) ASE members may become market makers independently of any particular listed company (general certification).

c) The cooperation between a market maker and a company listed on the NEHA must be of at least three years’ duration.



	What are the basic requirements applying to a company that wishes to act as a market maker?


	1. The company must be a member of the Athens Stock Exchange; and
2. The company must have a share capital of at least the minimum laid down in article 28, paragraph 1, of Law 2396/1996 concerning the eligibility of investment companies (“EPEY”) to provide underwriting services for the issue of securities (subject to the provisions of Law 2396/1996 regarding the freedom of EU financial companies to be established and to provide investment services throughout the European Union).


	What are the organizational and operational adequacy requirements applicable to would-be market makers?


	a) They must have established a market making department in which at least one person is employed full-time (in charge of market making) and who: a) must have the status of Trader, b) must not be a member of the Board of Directors or the management of, or be the auditor of, an ASE-listed company, and c) must not be also involved with another department of the market maker if such an involvement might lead to a contravention of the legislation relating to confidential information and market manipulation; this applies, in particular, in respect of departments involved in trading in shares of ASE-listed companies and of portfolio management departments.

b) They must have established internal operational rules for the market-making department and a procedure for ensuring that these rules are complied with.

c) They must have established appropriate accounting procedures, scientific and technical support, as well as appropriate procedures for monitoring compliance with the obligations of the market maker, especially as regards the effective management of the risks associated with the market-making activity.
	a) They must have established a market making Department, in which at least one person must be employed full-time, (in charge of market making) and who: a) must have the status of Trader, b) must not be a member of the Board of Directors or the management of, or be the auditor of, a company listed on NEHA, and c) must not be also involved with another department of the market maker, especially in the department of trading of shares listed on the NEHA. 

b) They must have established internal operational rules for the market-making department and a procedure for ensuring that these rules are complied with.

c) They must have established appropriate accounting procedures and have scientific and technical support and be equipped with appropriate computer systems; they must also have appropriate procedures for monitoring compliance with the obligations of the market maker, especially as regards the effective management of the risks associated with the market-making activity.



	What exactly does the market maker do during the session?
	The market maker is required to undertake, on his own account, market-making operations comprising simultaneous purchase and sale orders involving minimum tradeable quantities of the relevant share(s);   this market-making  activity begins as soon as Method 1 on the continuous trading board of the OASIS system is available for use (as provided for by decision 18/1999 of the ASE Board of Directors and other applicable legislation).    

	Into which investor’s account are the market-making orders entered?
	Market-making transactions are effected using a special investor’s account (OASIS account), which is notified to the Athens Stock Exchange by the market maker and is used exclusively for this purpose. The same account can be used for market making on NEHA as on the Main and Parallel Markets.  


	Which are the main variables applying to market-making orders?
	
	

	A) Price spread


	This is the difference between the sale order price and the purchase order price, which must be lower than, or equal to, 3% of their sum divided by two.
	This is the difference between the sale order price and the purchase order price, which must be lower than, or equal to, 5% of their sum divided by two.

	B) Minimum Daily Quantity of Shares (M.D.Q.S.)
	This is 0.2% of the total number of the listed company’s shares.
	This is 0.5% of the total number of the listed company’s shares.

	 C) Minimum Announceable Quantity of Shares (M.A.Q.S.)
	The volume of each market-making order must be at least equal to the M.A.Q.S., which is 1/30 of the Minimum Daily Quantity of Shares.
	The volume of each market-making order must be at least equal to the M.A.Q.S., which is 1/15 of the Minimum Daily Quantity of Shares.

	 D) Maximum period between market-making orders. 
	Market makers are obliged to re-enter market-making orders after a period no greater than 10 minutes following the full or partial execution of the preceding order, assuming that the un-executed balance of the preceding order is less than the M.A.Q.S.
	Market makers are obliged to re-enter market-making orders after a period no greater than 5 minutes following the full or partial execution of the preceding order, assuming that the un-executed balance of the preceding order is less than the M.A.Q.S.

	What do the above characteristics of the market-making process mean in practice? 
	The market maker must enter market-making orders simultaneously in the system and these orders must always:

a) be within the range of the price spread described above,

b) be of magnitude at least equal to the minimum announceable quantity of the relevant share,

c) be re-entered, after being executed, within the time limit described above.

	When can market-making operations be ended? 
	The market maker is not obliged to continue entering market-making orders if: 

a) Trades executed in a single session (in respect of the share for which market making is being conducted), as a result of the market maker’s orders, are equal to the Minimum Daily Quantity of Shares for that share; or 

b) The price of the share (in respect of which market making is being conducted has reached the highest or lowest permitted daily volatility limit for the relevant trading period; 

c) Sudden price fluctuations, or other such significant events, which increase risk for the market maker, make it difficult for him to fulfil his obligations or threaten the smooth operation of the stock market, subject to the approval of the ASE President following a relevant application from the market maker.     


	Is there a minimum quantity of shares of a listed company that a market maker must possess before starting market making activities?


	There is no specific requirement. The market maker must have at his disposal the appropriate number of relevant shares necessary for the execution of market-making operations.   
	The market maker must have at his disposal at least 4% of the total number of shares of the NEHA-listed company in respect of which he is the market maker. In any case, the market maker must have at his disposal an appropriate number of the relevant shares necessary for the execution of market making operations.   

	Are market makers under further obligations relating to transparency of trading? 


	Apart from the records and documentation that all the members of the Athens Stock Exchange must maintain, the market maker must record:

a) all data relating to its market-making transactions; and

b) all non-executed market-making orders entered into OASIS.

Records of market-making operations must be retained and be available to the competent authorities for f 3 years after the termination of the agreement between the issuing company and the market maker.
	The market maker must keep a Register of Market-making Trading for each share, which must be validated by the Capital Market Commission at least two working days before the start of trading in the company’s shares on NEHA. The total number of trades, classified by executed order, should be registered daily in the register, non-executed orders being recorded in a separate column. Registers of Market-making Trading must be retained and be available to the Capital Market Commission for three years after the end of agreements between companies and market makers.

The market maker is under an obligation to submit collective data on market-making trading, executed during a given calendar month, within five working days of the end of the calendar month. 

	Under what circumstances may a member of the Athens Stock Exchange lose the status of market maker? 


	On the recommendation of the Athens Stock Exchange, the Capital Market Commission may revoke a member’s market maker status: a) if the member does not fully satisfy the obligations prescribed in the legislation, b) if the member does not satisfy the minimum operational and organizational adequacy requirements prescribed in the legislation, and c) if the member has contravened stock market legislation, even in the case of contraventions which would not be serious enough to warrant revocation of a licence to provide investment services.

Revocation of the status of market maker means being prohibited from carrying out market-making operations on the Athens Stock Exchange for a period of between three months and two years.   

 
	The Athens Stock Exchange may revoke a member’s status as market maker: a) if it judges that the conditions that applied during the acquisition of said status by the member no longer apply, b) if the member does not fully satisfy the obligations prescribed in the legislation, and c) if the member has repeatedly and seriously contravened stock market regulations. 

Revocation of the status of market maker means loss of the right to submit a market-making application for a period of two years.

	In what other trading activity may a market maker participate? 
	A market maker may not participate in other trading, on his own account, involving shares for which he has undertaken market making (except for the purpose of market making, which is executed using a separate market making account). As an exception, the execution of transactions on the pre-agreed trading board (block trades) is permitted when the purchases/sales of the relevant share are made on the account of the market maker.  

	Are there any special costs associated with the function of market maker? 
	The market maker is not required to pay additional contributions, subscriptions or other charges to the Athens Stock Exchange because of his status and is exempt from the GRD 20 charge normally levied on each order entered into the OASIS system.


