RULEBOOK OF THE NIGERIAN STOCK EXCHANGE, 2015

AMENDMENTS TO DEALING MEMBERS / TRADING LICENCE HOLDERS’ RULES

(CHAPTER 8: MARKET MAKING?)

Section XXIV: Rules Pertaining to Market Makers and Market Making

Legend: Additions underlined

Deletions: struck-through

Rule 24.1: Definitions:

In these rules, the under listed words and phrases are defined thus:

SEC:

NSE:

Instruments:

Market Maker:

Market Making:

1 Rule Making History

The Securities and Exchange Commission

The Nigerian Stock Exchange or The Exchange

a-membercompany-thathasbeengrantedalicence todeal
) itias by The NSE

Securities as defined by the Investments and Securities Act
as may be amended from time to time.

Any firm who has undertaken and been appointed by the
NSE to enhance market liquidity by providing two-way
guotes on a regular and continuous basis. Ary—DBealing

Unless the context otherwise requires, refers to the act of
entering bid and offer prices in the NSE’s trading facilities for
a specified security based on the requirements stipulated by
the NSE.

1. The draft Rule Amendments were presented to the Regulation Committee of Council (RegCom) at the
RegCom Meeting of 29 March 2019 and approved for exposure to stakeholders for comments;

2. The draft Rule Amendments were exposed for stakeholders’ comments from 2 April to 2 May 2019;

3. The RegCom considered the draft Rule Amendments, and stakeholders’ comments thereon at its Meeting
of 12 September 2019 and approved the draft Rule Amendments for submission to the National Council of

The Exchange (Council);

4. The Council approved the draft Rule Amendments at its Meeting of 1 November 2019 for submission to the
Securities and Exchange Commission (SEC);

5. The Council approved Rule Amendments were submitted to the SEC for approval on 12 December, 2019;

6. The SEC approved the Rule Amendments on 9 March 2021.
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National Best Bid (NBB):

National Best Offer (NBO):

Specified Security:

Supplemental-Market-Maker:

General Principles:

Market Making Regulations

The highest quoted price a market participant is wiIIihg to
pay for a particular security.

The lowest quoted price a market participant is willing to
sell a particular security.

any-Market Makerwho-has-been-appointed-by The NSEas
I ‘ liawuidi i ‘ cul .
and-hasundertakentoassumetherole:

The security specified by the NSE as available for market
making.

Market_Mal hoi nted
I i dor.

The primary responsibilities of Market Makers are to
maintain a fair and orderly market in the securities they
make market in in-theirsecurities—ofresponsibility—and
generally—te, make a positive contribution to the
functioning of the market, Each—Market—Maker—must
ensure that trading for the Market Maker's own account
is done with reasonable care and in a professional manner,
and is consistent with promoting the integrity of the
capital market. reasonable—under—the—circumstances—is

) i I bl inciol ‘ ling

L otei I he i . e NSE I
market:

This includes but is not limited to the Market Making

Rules, guidelines, Circulars etc. that may be released by
the NSE from time to time.
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Rule 24.24: Registration of Market Makers

a. An applicant who intends to be a Market Maker for a specified security shall must-be
a-Dealing-Member-of Fhe- NSEand fulfil the following conditions:

L beisti istration-with-the SEC;
) u beist istration-with-the-CSCS:

1.3 Have and maintain the minimum paid-up capital requirements as determined
by The Exchange from time to time; and

2.4 Have atleasttwe{2} personnel with the requisite qualifications and experience
as determined by The Exchange for trading the relevant security.-who—are

Asthorized Clorks of K broki : ‘ | han-five(5)
years:

b. In addition to the above conditions, an applicant shall also fulfil the following

requirements:

1. Have in place, facilities and personnel adequate for the expeditious and orderly
functioning earrying-eut of its business of market making; and

2. Have in place, a proper supervisory programme and a system of internal
controls to ensure the following:
(a) Proper conduct of the business of market making;
(b) Proper undertaking of risk management;
(c) Proper management of conflict of interest; and
(d) Compliance with these Rules.
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Rule 24.3 5: Application Procedure

a.

A firm desiring to be a Market Maker of the Exchange shall submit an application to
The Exchange. An-applicantisrequired-toapplyasa-MarketMakerinrespectof-es

The application st shall include:

Securities the applicant wishes to be a market maker for;

Certificate of Incorporation, Memorandum & Articles of Association;

Board of Directors/Management profile;

Last three (3) years audited financial statements;

Most recent balance sheet and capital computation;

And any other documents as may be required by the exchange from time to

ok wnNE

time mad Spy—wHR—appHeaton—procegtres—ahe—Sstm re—retevah

Fh-e-Exchange-may-a After giving an applicant appropriate notice and opportunity to
be heard, The Exchange may exercise its discretion to reject an application to register

as a Market Maker notwithstanding that such applicant satisfies the applicable
qualification criteria set forth in th-its Market Making Regulations ese-Rules.

If an application for approval as a Market Maker is refused rejected, no further
application by the same Bealting-Member applicant shall be considered within a period
of the ninety (90) days immediately after the date of refusal rejection.

The decision of The Exchange regarding Anan application appheant—wit—shall be

communicated to the applicant netified in writing. efthe-decision-ofthe-Exchange-of
. lication.

Rule 24.4 6: Obligations and Exceptions

Market Makers shall be required to meet obligations as communicated in the NSE Market

Making regulations, including but not limited to The Exchange’s Rules, Guidelines and

Circulars (herein collectively referred to as ‘Regulations’ for the purposes of these Market

Making Rules), issued from time to time. Specifically, a Market Maker shall:

a.

Continuously provide two-way guotes,

Keep their quoted offer price above their bid price at a spread to be determined by
The Exchange from time to time,

Maintain @ minimum quote size as specified by The Exchange from time to time,
Maintain an executable quote in each security it is registered to make market in, for a
period as specified that will be determined and communicated in the Market Making
guidelines by The Exchange from time to time,

Maintain a bid or offer that is at the best bid or offer for at least a specified portion of
the trading day. The specified portion will be determined and communicated in the
Market Making guidelines by The Exchange from time to time,
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f. Not have quotes that exceed a specified percentage away from the BBO for those
times that they are not at the BBO. The specified percentage will be determined and
communicated in the Market Making guidelines by The Exchange from time to time,

g. Be subject to a minimum commitment period that will be required of Market Makers
during which the Market Maker cannot voluntarily de-register. The minimum
commitment period will be determined and communicated in the Market Making
guidelines by The Exchange from time to time.

A Market Maker’s obligation to maintain executable quotes shall not apply in case of a
trading halt, suspension or pause and_under the exception conditions specified in any of
the NSE Market Making Regulations from time to time.
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Rule 24.5 8: Continuing Obligations

The following conditions and qualification criteria stated in these Rules shall apply to a Market
Maker throughout the term of its registration, and its operation as a Market Maker, and it
shall comply with the Rules and directives issued by The NSE from time to time in that regard:

b- The Market Maker shall notify The NSE ef-the-follewing-in writing not later than
forty-eight (48) hours after discovery of the occurrence of any change:

1. ahy-change in capital that causes the Market Maker to fall below the minimum
paid-up capital requirements;

any-change that would disqualify it as a Market Maker based on these Rules;
any-change in the place of business of the Market Maker;

change-in name of the Market Maker; and

in the corporate structure of the Market Maker.

AW

Rule 24.6 10: Resignation

a. Where ¥ a Market Maker wishes to resign from its role as a Market Maker of a
specified security, it shall give a written notice to The NSE of its intention to resign not
less than thirty (30) calendar days prior to the proposed date of resignation.

7

he hapcoe-ma apt-tha MM at Make asianation hie O0—30\

Rule 24.7 11: Termination, Suspension or Restriction of Market Making Activity

a. The Exchange may automatically suspend or terminate a Market Maker or restrict its
market making activities, upon the happening occurrence of all, or any of the following
events:

1. The Market Maker has been wound up whether—en—a—veluntary—basis—or
otherwise:

2. A receiver/manager, provisional liquidator or liquidator has been appointed
for the Market Maker;
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3. The Market Maker fails to fulfil any of the requirements specified in any of the
Market Making Regulations;

4. The Market Maker has had is-cenvicted-ofany-offenceinoroutsideNigeria-or
had disciplinary action taken against it and its officers for breaches involving
dishonesty or fraud in or outside Nigeria; or

5. The Market Maker continuously breaches its obligations for a period
determined by The Exchange (as _communicated in the Market Making
Regulations from time to time).

The Exchange shall notify the SEC when it suspends, terminates, or restricts a Market
Maker dealing—member—from market making activity, and shall state the reasons
thereof.
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Rule 24.8 25: Minimum Capital Requirement
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Market MarkerT i Net Liauid Canital
SupplementalMarketMakerOnly N320m-{N70m—+N250m}

Exictine Pri Market Mol Couit] NS20m (N70 NEY: N250m)

Exictine Pri Market Mal Bond NS20m (N7 NEY: N250m)
Exictine_Pri Market_Mal Equitios & | N1,320b _(N7C NGOG NSO
Bonds N250m)

The Exehange minimum capital requirement shall be as stipulated by The Exchange in its
Market Making Guidelines, Circulars, and Rules issued from time to time.+reserves-the-right

o-demand-addition 0 hased-on-the nrofilaoftha MM at N\ a

Rule 24.9 29: Trading Technology

The Nigerian-Stock-Exchange NSE-4ntendsto operates a Straight-Through-Processing (STP) for
the End-te-End-{E-te-E} transactions on an End-to-End (E-to-E) basis. In order to implement
the STP environment, the BrokerBealer Market Maker’s internal systems wilshall be fully
integrated with The Exchange’s systems, in order to enableirg effective flow of market

information that will facilitate and improve the decision making and trading process. The
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Broker-Dealer-Market Maker’s internal systems shallewtd support features which includé the
following:

a. FIX-enabled Execution Management System,
b. Real-time Market data,
c. Secure and capable connectivity.
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Rule 24. 10 40: Monitoring-Fixedtncome-Market Maker activities

The Exchange shall monitor the activities of Market Makers.-FMMs—Any violation of these

Market Making regulations-theserequirements-orrulesandregulationsof SECand-NSE-would

be liable for punitive action to be taken by The Exchange.

6. Creditreview-ofecurrentopentradeswith-counterparties:

Rule 24.11 42: Compliance-Examination laspection Visits

The NSE shall periodically carry out compliance-examination trspeetion visits to the FHMMs-
Market Makers’ office(s) to ensure-that-FHMMs-are-complying-assess compliance with these

#s rRules.
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