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S.~.C~ OPEN MEETING, D~CEMBER 22, 1993',
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This is an open meeting of the Securities and Exchange

Commission. The only item on today's agenda is ~onsideration of

an NASD proposal to address issues related to the NASD's Small

Order Execution System or SOES.

As many of you know,. today is not the first time the

Commission has addressed SOES trading. In 1988, and again in 1991

the NASD proposed and. the Commi.sa ion approved a series of rule

.changes .to prohibit s~-cal~ed."p:r:ofessional.t~ad~I?-gaccounts,,"from,

ilS.:t.:Rg>'SO~S-;".-t~St=:.A~;WSt..i::in...r'esp~ris~ to 'a ',C:l1a~~ng~ .t~;;tbe, .-1991.
.. .. , . . -" .' ,... .. ,." .. ". - ..

rules, the D.C. Circuit 'court issued an opinion acknowledging that

the SOES rules proceeded from a "sound theory of market behavior."

However, in light of concerns raised by the court, and to eliminate

confusion resulting from the current professional trading account

standards, the Commission approved the NASD's withdrawal of the

professional trading account rules earlier this month.

The NASD has proposed further amendments to its rules

regarding trading on SOES. This rule change addresses trading

activity rather than the status of an individual trader's acc~~~~ ,

In that regard, the rule is a more narrowly focused atte:y.}::::.:

solve the NASD's concerns than the original proposal.

At the same time, however, we must recognize that while the

rule change addresses a particular issue for a single market,

issues about the use, or abuse, of order routing and execution
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.. . systems wi!:l 'he raised .:in other contexts.". AS technology inpI:eases

: .. .:._::el1~.~iJ:i'~y"":ci~.!16n::..~.rOf~ssf~ri~1~'., .t~a~~ ac.t.~V:~lYI .a~d..r.o dire~tlY .

. . ."":i.nte~ac~.~ith ~rket' .prof~s~i6nals .~~. ~~epoint: o~ ~xecu~ion, .~

.. ~~ct' ., Wil~ "be:.~a~~~do~. t~ ~~~ii~t.e.si~ilar ~~~tro~ersies ... The

Commission should begin to look now at how users obtain access to

markets and whether there are circumstances when such access should

be limited or conditioned.
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