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Amendment No. 1 to SR-NSCC-2020-016
National Securities Clearing Corporation is filing this partial amendment to SR-NSCC2020-016 (“Proposed Rule Change”), which was filed with the Securities and Exchange
Commission (“Commission”) on July 30, 2020.
Please replace the text on pages 6 and 25 of the Proposed Rule Change with the following
text (bold, strikethrough text indicates deletions from the original proposed text):
***
Rather than calculate the market impact cost for each CUSIP, NSCC’s
MLA charge would estimate market impact cost at the portfolio-level using
aggregated CUSIP-level volume data.
***
Please replace the text on pages 7-8 of the Proposed Rule Change with the following text
(bold, underlined text represents additional language to the original proposed text; bold,
strikethrough text indicates deletions from the original proposed text):
***
Market Impact Cost Calculation for Market Capitalization Subgroups of
Equities Asset Group
The market impact cost for each Net Unsettled Position in a market
capitalization subgroup of the equities asset group would be calculated by
multiplying four components: (1) an impact cost coefficient that is a multiple of
the one-day market volatility of that subgroup and is designed to measure impact
costs, (2) the gross market value of the Net Unsettled Position in that subgroup,
(3) the square root of the gross market value of the Net Unsettled Position in that
subgroup in the portfolio divided by an assumed percentage of the average
daily trading volume of that subgroup measured as a percentage of the
average daily trading volume of that subgroup (as described in greater detail
below), and (4) a measurement of the concentration of the Net Unsettled Position
in that subgroup in the portfolio (as described in greater detail below).14
NSCC represents that its measurement of the gross market value of
the Net Unsettled Position would be calculated using the gross market value
of the portfolio, divided by the average daily trading volume of that
subgroup multiplied by an assumed percentage of available market volume
for that subgroup. NSCC also represents that its measurement of the
concentration of the Net Unsettled Position in the portfolio would include
aggregating the relative weight of each CUSIP in that Net Unsettled Position
relative to the weight of that CUSIP in the subgroup, such that a portfolio with
fewer positions in a subgroup would have a higher measure of concentration for
that subgroup.15
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Market Impact Cost Calculation for the Other Asset Groups and Equities
Subgroups
The market impact cost for Net Unsettled Positions in the municipal bond,
corporate bond, Illiquid Securities and UIT asset groups, and for Net Unsettled
Positions in the treasury ETP and other ETP subgroups of the equities asset group
would be calculated by multiplying three components: (1) an impact cost
coefficient that is a multiple of the one-day market volatility of that asset group or
subgroup, (2) the gross market value of the Net Unsettled Position in that asset
group or subgroup, and (3) the square root of the gross market value of the Net
Unsettled Position in that subgroup in the portfolio divided by an assumed
percentage of the average daily trading volume of that subgroup measured as
a percentage of the average daily trading volume of that asset group or
subgroup.16
As noted above, NSCC represents that the measurement of the
market value of the Net Unsettled Position would be calculated using the
gross market value of the portfolio, divided by the average daily trading
volume of that asset group or subgroup multiplied by an assumed percentage
of available market volume for that asset group or subgroup.
***
Please replace the text on pages 27-28 of the Proposed Rule Change with the following
text (bold, underlined text represents additional language to the original proposed text; bold,
strikethrough text indicates deletions from the original proposed text):
***
Market Impact Cost Calculation for Market Capitalization Subgroups of
Equities Asset Group
The market impact cost for each Net Unsettled Position in a market
capitalization subgroup of the equities asset group would be calculated by
multiplying four components: (1) an impact cost coefficient that is a multiple of
the one-day market volatility of that subgroup and is designed to measure impact
costs, (2) the gross market value of the Net Unsettled Position in that subgroup,
(3) the square root of the gross market value of the Net Unsettled Position in that
subgroup in the portfolio divided by an assumed percentage of the average
daily trading volume of that subgroup measured as a percentage of the
average daily trading volume of that subgroup (as described in greater detail
below), and (4) a measurement of the concentration of the Net Unsettled Position
in that subgroup in the portfolio (as described in greater detail below).17
NSCC represents that its measurement of the gross market value of
the Net Unsettled Position would be calculated using the gross market value
of the portfolio, divided by the average daily trading volume of that
subgroup multiplied by an assumed percentage of available market volume
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for that subgroup. NSCC also represents that its measurement of the
concentration of the Net Unsettled Position in the portfolio would include
aggregating the relative weight of each CUSIP in that Net Unsettled Position
relative to the weight of that CUSIP in the subgroup, such that a portfolio with
fewer positions in a subgroup would have a higher measure of concentration for
that subgroup.18
Market Impact Cost Calculation for the Other Asset Groups and Equities
Subgroups
The market impact cost for Net Unsettled Positions in the municipal bond,
corporate bond, Illiquid Securities and UIT asset groups, and for Net Unsettled
Positions in the treasury ETP and other ETP subgroups of the equities asset group
would be calculated by multiplying three components: (1) an impact cost
coefficient that is a multiple of the one-day market volatility of that asset group or
subgroup, (2) the gross market value of the Net Unsettled Position in that asset
group or subgroup, and (3) the square root of the gross market value of the Net
Unsettled Position in that subgroup in the portfolio divided by an assumed
percentage of the average daily trading volume of that subgroup measured as
a percentage of the average daily trading volume of that asset group or
subgroup.19
As noted above, NSCC represents that the measurement of the
market value of the Net Unsettled Position would be calculated using the
gross market value of the portfolio, divided by the average daily trading
volume of that asset group or subgroup multiplied by an assumed percentage
of available market volume for that asset group or subgroup.
***
Please replace the text on pages 9 and 29-30 of the Proposed Rule Change with the
following text (bold, underlined text represents additional language to the original proposed
text; bold, strikethrough text indicates deletions from the original proposed text):
***
If the ratio of these two amounts is equal to or less than this threshold, an MLA
charge would not be applied to that asset group or subgroup. The threshold would
be based on an estimate of the market impact cost that is incorporated into the
calculation of the applicable 1- day volatility charge, such that an MLA charge
would apply only when the calculated market impact cost exceeds this threshold.
When applicable, an MLA charge for each asset group or subgroup
would be calculated as a proportion of the product of (1) the amount by
which the ratio of the calculated market impact cost to the applicable 1-day
volatility charge exceeds the threshold, and (2) the 1-day volatility charge
allocated to that asset group or subgroup.
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For each Member portfolio, NSCC would add the MLA charges for Net
Unsettled Positions in each of the subgroups of the equities asset group to
determine an MLA charge for the Net Unsettled Positions in the equities asset
group. NSCC would then add the MLA charge for Net Unsettled Positions in the
equities asset group with each of the MLA charges for Net Unsettled Positions in
the other asset groups to determine a total MLA charge for a Member.
***
Please replace the text on pages 328-329 of the Proposed Rule Change with the following
text (bold, underlined, yellow highlighted text represents additional language to the original
proposed text; bold, strikethrough, yellow highlighted text indicates deletions from the
original proposed text):
***
i.

ii.

For Net Unsettled Positions in the market capitalization
subgroups of the equities asset group, by multiplying
four components:
1.

an impact cost coefficient that is a multiple of the
one-day market volatility of that subgroup,

2.

the gross market value of the Net Unsettled
Position in that subgroup,

3.

the square root of the gross market value of the
Net Unsettled Position in that subgroup in the
portfolio divided by an assumed percentage of the
average daily trading volume of that subgroup
measured as a percentage of the average trading
volume of that subgroup, and

4.

a measurement of the concentration of each Net
Unsettled Position in that subgroup.

For Net Unsettled Positions in the Illiquid Securities,
UIT, municipal bond, and corporate bond asset groups
and for Net Unsettled Positions in the treasury ETP and
other ETP subgroups of the equities asset group, by
multiplying three components:
1.

an impact cost coefficient that is a multiple of the
one-day market volatility of that asset group or
subgroup,

2.

the gross market value of the Net Unsettled
Position in that asset group or subgroup, and
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3.

the square root of the gross market value of the
Net Unsettled Position in that subgroup in the
portfolio divided by an assumed percentage of the
average daily trading volume of that asset group
or subgroup measured as a percentage of the
average trading volume of that asset group or
subgroup.

For each asset group and equities subgroup, the calculated market
impact cost shall be compared to a portion of the volatility charge
applicable to Net Unsettled Positions (as determined by Section
I.(A)(1)(a) of this Procedure XV). If the ratio of the calculated market
impact cost to the portion of the volatility charge is greater than a
threshold, to be determined by the Corporation from time to time, an
MLA charge will be applicable to that asset group or subgroup. If the
ratio of these two amounts is equal to or less than the threshold, an
MLA charge will not be applicable to that asset group or subgroup.
When applicable, an MLA charge for each asset group or subgroup
would be calculated as a proportion of the product of (1) the amount
by which the ratio of the calculated market impact cost to the
applicable 1-day volatility charge exceeds the threshold, and (2) the
1-day volatility charge allocated to that asset group or subgroup.
All MLA charges for each of the equities subgroups shall be added
together to result in one MLA charge for the equities subgroup. All
MLA charges for each of the asset groups shall be added together to
result in a total MLA charge.
***
Please replace the text on pages 331-332 of the Proposed Rule Change with the following
text (bold, underlined, yellow highlighted text represents additional language to the original
proposed text; bold, strikethrough, yellow highlighted text indicates deletions from the
original proposed text):
***
i.

For Net Balance Order Unsettled Positions in the market
capitalization subgroups of the equities asset group, by
multiplying four components:
1.

an impact cost coefficient that is a multiple of the
one-day market volatility of that subgroup,

2.

the gross market value of the Net Unsettled
Balance Order Position in that subgroup,
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ii.

3.

the square root of the gross market value of the
Net Balance Order Unsettled Position in that
subgroup in the portfolio divided by an assumed
percentage of the average daily trading volume of
that subgroup measured as a percentage of the
average trading volume of that subgroup, and

4.

a measurement of the concentration of each Net
Balance Order Unsettled Position in that
subgroup.

For Net Balance Order Unsettled Positions in the Illiquid
Securities, UIT, municipal bond, and corporate bond
asset groups and for Net Unsettled Positions in the
treasury ETP and other ETP subgroups of the equities
asset group, by multiplying three components:
1.

an impact cost coefficient that is a multiple of the
one-day market volatility of that asset group or
subgroup,

2.

the gross market value of the Net Balance Order
Unsettled Position in that asset group or
subgroup, and

3.

the square root of the gross market value of the
Net Balance Order Unsettled Position in that
subgroup in the portfolio divided by an assumed
percentage of the average daily trading volume of
that asset group or subgroup measured as a
percentage of the average trading volume of that
asset group or subgroup.

For each asset group and equities subgroup, the calculated market
impact cost shall be compared to a portion of the volatility charge
applicable to Net Balance Order Unsettled Positions (as determined
by Section I.(A)(2)(a) of this Procedure XV). If the ratio of the
calculated market impact cost to the portion of the volatility charge
is greater than a threshold, to be determined by the Corporation from
time to time, an MLA charge will be applicable to that asset group or
subgroup. If the ratio of these two amounts is equal to or less than
the threshold, an MLA charge will not be applicable to that asset
group or subgroup.
When applicable, an MLA charge for each asset group or subgroup
would be calculated as a proportion of the product of (1) the amount
by which the ratio of the calculated market impact cost to the
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applicable 1-day volatility charge exceeds the threshold, and (2) the
1-day volatility charge allocated to that asset group or subgroup.
All MLA charges for each of the equities subgroups shall be added
together to result in one MLA charge for the equities subgroup. All
MLA charges for each of the asset groups shall be added together to
result in a total MLA charge.
***
On pages 46-48 of the Proposed Rule Change, please replace the text of Exhibit 3a
(Impact Study Data) of the Proposed Rule Change in its entirety with the following text (The
following pages are redacted and filed separately with the Commission. Confidential treatment
of such is being requested pursuant to 17 CFR 240.24b-2.):
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PAGE REDACTED IN ITS ENTIRETY
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