
 

NASDAQ OMX Provides Updates on Events of August 22, 2013

Provides Details on Preliminary Findings of Internal Review  

Company Intends to Recommend Steps to Strengthen the Industry Quote System; Identifies Key Areas of Focus for SIP 
Improvements

NEW YORK, Aug. 29, 2013 (GLOBE NEWSWIRE) -- NASDAQ OMX today provided the following update on the preliminary 
findings of its internal review of the events leading to the August 22 temporary trading halt in trading of NASDAQ-listed 
securities.

A preliminary internal review has identified a combined series of technology events that caused the initial market problems and 
extended the halt period. A number of these issues were clearly within the control of NASDAQ OMX. As the Securities 
Information Processor (SIP) for NASDAQ stocks, we are responsible for them, regret them, and intend to take all steps 
necessary to address them to enhance stability and functionality of the markets. Other issues contributing to the halt are more 
endemic to technology issues across today's complex markets and will require a broader industry-wide effort to resolve.

NASDAQ OMX is currently identifying potential design changes to further strengthen the SIP's resiliency, including architectural 
improvements, information security, disaster recovery plans and capacity parameters. NASDAQ OMX will present our initial 
recommendations related to these changes to the SIP governing committee within 30 days.

NASDAQ OMX is also undertaking a comprehensive review of the policies and procedures for communicating with customers, 
market participants and the broader public during market-wide events. We are committed to reviewing and improving our 
communications practices with all stakeholders. 

Summary of Preliminary Findings

NASDAQ OMX determined to halt trading on August 22 after the SIP could not process quotes thereby impacting the fair and 
orderly functioning of the public market. As outlined in more detail below, the catalyst for the SIP failure was a confluence of 
unprecedented events that overwhelmed the processing capacity of the SIP. Our review indicates that high frequency trading 
played no role in the technology events of August 22. 

As with any technology system, the SIP has finite capacity. The SIP's governing committee plans for capacity based on the 
needs of its member exchanges, adding an appropriate cushion of extra capacity to handle heavier than expected volume. In 
January 2013, a regularly scheduled systems capacity test showed the SIP system was capable of handling approximately 
500,000 messages per second across 50 of the SIP system's ports, for an average peak of approximately 10,000 messages 
per-port, per second. The tests are conducted in a controlled environment — performance in real-life scenarios will typically be 
lower.

On the morning of August 22, however, a sequence of events combined to create an unprecedented volume of message traffic 
into the SIP; well beyond the system's tested capacity of 10,000 messages per-port, per second. 

On August 22, the SIP received more than 20 connect and disconnect sequences from NYSE Arca, each of which consumed 
significant resources. Available capacity was further eroded as the SIP received a stream of quotes for inaccurate symbols from 
NYSE Arca, and generated quote rejects. Both of these actions served to degrade the system below the tested capacity of 
10,000 messages per per-port, per second. During this period, NYSE Arca sent multiple bursts with each connect and 
disconnect, topping more than 26,000 quote updates per-port, per second as it attempted to reconnect. By comparison, a 
typical August day for NYSE Arca would peak at less than 1000 messages per-port, per second. The events of August 22 were 
26 times greater than the average per-port, per-second activity.

The confluence of these events vastly exceeded the SIP's planned capacity, which caused its failure and then revealed a latent 
flaw in the SIP's software code.

This latent flaw prevented the system's built-in redundancy capabilities from failing over cleanly, and delayed the return of 
system messages. The combination of large system inputs and delayed outputs ultimately degraded the ability of the SIP 
system to process quotes to an extent that a shutdown of the system was in the broader public interest, to prevent information 
asymmetry and ensure fair conditions for all market participants.

Although the problem was quickly identified and data feeds were operational within 30 minutes of the halt, additional time was 



required for NASDAQ to consult UTP SIP committee members and market participants, and to test and evaluate scenarios to 
re-open the market to ensure that trading could be resumed in a fair and orderly manner. As soon as that process was 
completed, connectivity to the SIP was made available to UTP participants. The markets reopened without incident.

NASDAQ OMX is deeply disappointed in the events of August 22 and our performance is unacceptable to our members, 
issuers and the investing public. While getting to 100% performance in all of our activities, including our technology is difficult 
— it is our objective. 

NASDAQ OMX is committed to enhancing our systems and is actively engaging with customers, partners and stakeholders to 
strengthen the infrastructure that supports our markets.  

We will continue to provide updates on our findings and progress.

About NASDAQ OMX

The inventor of the electronic exchange, The NASDAQ OMX Group, Inc., fuels economies and provides transformative 
technologies for the entire lifecycle of a trade - from risk management to trade to surveillance to clearing. In the U.S. and 
Europe, we own and operate 26 markets, 3 clearinghouses and 5 central securities depositories supporting equities, options, 
fixed income, derivatives, commodities, futures and structured products. Able to process more than 1 million messages per 
second at sub-40 microsecond speeds with 99.999% uptime, our technology drives more than 70 marketplaces in 50 
developed and emerging countries into the future, powering 1 in 10 of the world's securities transactions. Our award-winning 
data products and worldwide indexes are the benchmarks in the financial industry. Home to approximately 3,400 listed 
companies worth $6 trillion in market cap whose innovations shape our world, we give the ideas of tomorrow access to capital 
today. Welcome to where the world takes a big leap forward, daily. Welcome to the NASDAQ OMX Century. To learn more, visit 
www.nasdaqomx.com. Follow us on Facebook (http://www.facebook.com/NASDAQ) and Twitter 
(http://www.twitter.com/nasdaqomx). (Symbol: NDAQ and member of S&P 500) 

Cautionary Note Regarding Forward-Looking Statements

The matters described herein contain forward-looking statements that are made under the Safe Harbor provisions of the 
Private Securities Litigation Reform Act of 1995. These statements include, but are not limited to, statements about the 
acquisition of Thomson Reuters Investor Relations, Public Relations and Multimedia businesses and NASDAQ OMX's products 
and offerings. We caution that these statements are not guarantees of future performance. Actual results may differ materially 
from those expressed or implied in the forward-looking statements. Forward-looking statements involve a number of risks, 
uncertainties or other factors beyond NASDAQ OMX's control. These factors include, but are not limited to factors detailed in 
NASDAQ OMX's annual report on Form 10-K, and periodic reports filed with the U.S. Securities and Exchange Commission. We 
undertake no obligation to release any revisions to any forward-looking statements. 
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