CANADIAN SECURITIES EXCHANGE
SIGNIFICANT CHANGE SUBJECT TO PUBLIC COMMENT
Introduction of CSE2 Odd Lot Liquidity Allocating (OLLA) Order Type
Notice and Request for Comments

CNSX Markets Inc., operator of the Canadian Securities Exchange (CSE or Exchange) is filing this Notice in
accordance with the process for the Review and Approval of Rules and Information Contained in Form 21-
101F1 and the Exhibits Thereto attached as Appendices to the Exchange’s recognition orders (the
Protocol). CSE is proposing to introduce a new order type — Odd Lot Liquidity Allocating (OLLA) — on its
CSE2 trading book, which is described in further detail below (Significant Change).

A. Description of the Significant Change

The CSE is proposing to introduce a mechanism designed to address existing inefficiencies in the Canadian
trading landscape related to odd lot liquidity provision outside of standard continuous trading hours.

Currently, from 9:30 a.m. to 4:00 p.m., Market Makers?! play a critical role in facilitating automated fills
for odd lot orders. However, the Canadian markets lack a robust solution for odd lot liquidity during pre-
market and post-market sessions. The OLLA order type would offer Dealers a streamlined, automated
method to support odd lot execution during these underserved timeframes, thereby enhancing market
continuity and reducing execution disparities.

High-Level Design and Functionality

The OLLA order is a dark pegged order that rests on the same side of the National Best Bid and Offer
(NBBO) and executes against incoming odd lot orders until fully depleted. OLLA orders exclusively interact
with odd lots, but can be submitted in board lot, mixed lot, or odd lot sizes, allowing Dealers to allocate
substantial liquidity at the NBBO for passive execution against odd lots during supported times.

Timin
CSE2 supports continuous trading from 8:00 a.m. to 5:00 p.m., while odd lot market making is currently

limited to 9:30 a.m. to 4:00 p.m. The OLLA order type fills the gap by enabling odd lot liquidity provision
during the following windows:

o Pre-market: 8:00 a.m.—9:30 a.m.
e Post-market: 4:00 p.m.—5:00 p.m.

To preserve the integrity of existing market making operations, OLLA orders will only be eligible for
matching during these designated periods and will not match and trade between 9:30 a.m. and 4:00 p.m.

1 “Market Maker” means any Dealer approved as such for a particular listed security (see Rule 1 — Interpretation and General
Provisions of CSE’s Trading Rules; available at: https://thecse.com/trading/trading-resources/#trading-rules).



https://thecse.com/trading/trading-resources/#trading-rules

All OLLA orders will be marked as Day Orders and may be entered starting at 8:00 a.m. Any unfilled orders
will be automatically cancelled at 5:00 p.m. The table below summarizes the timing of OLLA orders:

Time Description

8:00 a.m. OLLA orders can be entered starting at 8:00 a.m.

8:00 a.m.-9:30a.m. OLLA orders can be entered, match and trade with odd lots

9:30a.m. - 4:00 p.m. | At 9:30 a.m., existing OLLA orders remain active and new OLLA orders can be
entered. OLLA orders will not match and trade with odd lots during this time.

4:00 p.m.-5:00 p.m. | At 4:00 p.m., existing OLLA orders resume matching and trading with odd lots.
New OLLA orders can be entered.

5:00 p.m. All open and unfilled OLLA orders are cancelled.

Functionality and Tradability

OLLA orders will be available exclusively on CSE2 for all symbols supported on the trading book. OLLA
orders will not be accessible on CSE Book 1. While OLLA orders may be submitted in board lot, mixed lot,
or odd lot sizes, they will only interact only with CSE2 odd lot orders on the CSE2 odd lot book. The primary
function is to enhance liquidity for odd lot executions during designated trading windows.

Importantly, OLLA orders will not match against other OLLA orders, as they are explicitly engineered to
serve as liquidity providers for incoming odd lot orders. OLLA orders are non-displayed (dark) and are
pegged to the same side of the National Best Bid or Offer (NBBO), ensuring that odd lot executions occur

at a fair and transparent price.

The tradable price of an OLLA order is determined by the NBBO, inclusive of the Best Bid or Offer (BBO)
on CSE2. For example, given the top two Central Limit Order Book (CLOB) orders on symbol ABC, and the
following NBBO:

Example 1.

Bid \ Ask

Order Type Limit Price ‘ Order Type Limit Price
CLOB 10.01 500 CLOB 10.03 700

1. An OLLA Buy order is pegged to the Bid, and tradeable at 10.01

2. An OLLA Sell order is pegged to the Offer, and tradeable at 10.03




As the NBBO moves, since the OLLA order is pegged, it’s tradable price also moves. For example, if the
best Bid of 10.01 and best Offer of 10.03 on symbol ABC in example 1, moves to the following:

Bid Ask

Limit Price Limit Price

Order Type
CLOB 10.07 500 CLOB 10.09 700

Order Type

1. OLLA Buy orders are now tradable at 10.07

2. OLLA Sell orders are now tradable at 10.09

Limit Price

Additionally, when OLLA orders are entered, they are required to have a Limit Price, and OLLA orders will

not trade outside of that Limit Price. For example, given the following market conditions (combination of
lit CLOB, OLLA, and odd lot book orders):

Example 2.
Bid Offer
Order Type/# Limit Price Volume Order Type/# Limit Price Volume
CLOB1 10.05 500 CLOB2 10.07 700
OLLA1 10.04 750 OLLA2 10.06 816
OoL1 10.03 66 oL2 10.10 51

1. OLLA Buy orders are tradeable at 10.05 (best Bid)

2. OLLA Sell orders are tradeable at 10.07 (best offer)

Note that the examples in items 3 to 5 below occur independently and do not overlap.

3. A40-share odd lot Sell order is entered with a Limit Price of $10.04:

a. It will not match and trade with OLLA1 since OLLA1 can only match and trade at the best Bid

of 10.05, and OLLA1’s Buy Limit Price of 10.04 is outside the best Bid.

b. The new odd lot Sell order books passively at 10.05, since it cannot match and trade with

OLLA1, and OL1 is outside of both the NBBO and the Limit Price of the new order.

4. A51-share odd lot Buy order is entered with a Limit Price of 10.09:




a. ltwill match and trade with OLLA2 at 10.07, since OLLA2 is tradeable in the dark at 10.07 (best
Offer), and 10.07 is at or within OLLA2’s Sell Limit Price of 10.06.

b. The new odd lot Buy will receive a fill for all 51 shares at 10.07. OLLA2 will have 765 shares
remaining and will remain tradeable at 10.07.

5. An 18-share market odd lot Sell is entered:
a. Similar to example 1, it will not match and trade with OLLA1 since OLLA1’s Limit Price of 10.04
is below the National Best Bid.
b. This new odd lot market order would instead book at 10.05 (best Bid). Current odd lot
behavior on CSE2 is unchanged, in that odd lot orders can only trade at or between the NBBO.

Outside of the OLLA functionality, there are no changes to the existing CSE2 mechanisms that facilitate
matching and execution between odd lot orders. Odd lot orders will continue to be eligible to trade in any
part as per the current protocol. Additionally, odd lot orders on CSE2 will continue to trade only at or
between the NBBO (inclusive of CSE2 BBO), or at the Standard Odd lot Price (SOP).

As mentioned above, OLLA orders are Day Orders and any open and unfilled OLLA orders are cancelled at
5:00 p.m.

Order Entry

OLLA orders are primarily designed to execute against active (incoming) odd lot orders, but they may also
interact with passive (resting) odd lot orders under specific conditions. Upon entry, if there are resting
odd lot orders at the NBBO, and the NBBO is at or within the OLLA order’s Limit Price, the OLLA order will
immediately match and trade against those orders before passively pegging to the same side of the NBBO.

This behavior serves to enhance market liquidity while mitigating the risk of locked market scenarios,
where resting odd lot orders could otherwise remain unfilled despite matching prices. By allowing newly
entered OLLA orders to interact with resting odd lots at the NBBO, the mechanism ensures that both
counterparties receive a fair and transparent execution.

Example 3.

Bid (0){:1¢
Order Type/# ‘ Limit Price Order Type/# | Limit Price
OoL1 10.08 66 CLOB2 10.08 700
CLOB1 10.07 500 oL2 10.09 51

1.

If an OLLA Sell order for 1000 shares is entered with a Limit Price of 10.08:




a. It will match and trade with OL1 since the entered OLLA order is tradeable at 10.08 (best
Offer), and the tradeable price of 10.08 is at or within the new* OLLA order’s Limit Price.

The new order book would be:

Bid Offer
Order Type/# ‘ Limit Price Volume Order Type/#  Limit Price Volume
CLOB1 10.07 500 CLOB2 10.08 700
OLLA1* 10.08 934
oL2 10.09 51

To safeguard both odd lot liquidity providers and participants submitting odd lot orders, OLLA orders will
not execute under the following market conditions:

e When the NBBO is zero-sided (No NBBO)

e When the NBBO is one-sided

o When there is a Locked or crossed NBBO

These restrictions are intentionally structured to ensure that odd lot liquidity provision occurs only under
conditions of market liquidity and a protected, two-sided NBBO. This design helps safeguard incoming odd
lot and OLLA orders from sub-optimal pricing outcomes.

Priority

OLLA orders will have firm priority and will match in a firm/time priority to maximize cost effectiveness
for Dealers participating in odd lot liquidity provision. Further, when an odd lot is entered, booked lit odd
lots have matching priority over booked OLLA orders at the same price, regardless of firm/time priority.
This is to ensure that existing resting odd lots do not miss out on a potential match due to bulky OLLA
orders that are also tradable at the same price. Once any resting odd lots are removed at the same
tradable price, incoming odd lots will match with OLLA orders in firm priority. Once any firm priority
matches are satisfied, or if there are no resting orders from the firm to be matched with, the next priority
is time (orders that have been resting for longer have priority).

The following example illustrates these mechanics (assume the NBBO is 10.02 - 10.04):

Example 4. (assume the NBBO is 10.02 - 10.04)

Offer
Order Number Limit Price Volume Order Type
OLLA1 10.04 15 OLLA Firm B
OLLA2 10.04 14 OLLA Firm A




oL 10.04 60 Lit Odd Lot Firm B

Based on the NBBO and booked orders above, if Firm A enters a Market odd lot Buy order of 99, then:
a. The incoming order fills 60 shares against OL1 due to preferencing of lit odd lots at the same
tradable price as an OLLA, and has 39 remaining shares;
b. The incoming order then fills 14 shares against OLLA2 due to firm priority as both orders belong
to Firm A, and has 25 remaining shares; and,
¢. The incoming order then fills 15 shares against OLLA1 (time priority), leaving the remaining 10
shares booked on the bid at 10.04.

Additionally, every time an OLLA order matches with an odd lot, its time priority is reset, moving it to the
bottom of the queue. This functionality also applies where amendments to increase volume will reset
time priority for OLLA orders. Time priority resets ensure that OLLA orders from different Dealers have
equal opportunity to participate in providing liquidity to odd lots. Amendments that reduce order volume
will not reset time priority.

Example 5. (assume the NBBO is 10.02 — 10.04)

Offer
Order Number Limit Price Volume Order Type Firm
OLLA1 10.04 700 OLLA Firm B
OLLA2 10.04 800 OLLA Firm A
OLLA3 10.04 300 OLLA Firm C

Based on the above order book, if Firm D enters an odd lot Market buy for 67 shares:

a) The new odd lot order will match and trade with OLLA1, since there is no firm priority and OLLA1
has the highest time priority, filling all 67 shares at 10.04.

b) Since OLLA1 received a fill, its time priority is reset, moving it to the bottom of the queue and
changing the order book to the following:

Offer
Order Number Limit Price Volume Order Type Firm
OLLA2 10.04 800 OLLA Firm A
OLLA3 10.04 300 OLLA Firm C
OLLA1 10.04 633 OLLA Firm B

Using the same order book above, if OLLA3 is amended from 300 to 400 shares, OLLA3s time priority will
reset, moving it to the bottom of the queue and changing the order book to the following:




Offer

Order Number Limit Price Volume Order Type Firm

OLLA2 10.04 800 OLLA Firm A
OLLA1 10.04 633 OLLA Firm B
OLLA3 10.04 400 OLLA Firm C

There is no change to priority matching logic for odd lots trading with other odd lots. Odd lots that trade
with other odd lots do not have firm priority. The firm priority illustration in example 4 above applies
exclusively to OLLA and odd lot orders matching with each other.

Similar to existing functionality, a newly entered Limit odd lot order can only trade against an OLLA order
if the tradeable price is at the odd lot’s Limit Price or better. For market odd lot orders, they will match
and trade with OLLA orders at the OLLA orders tradable price, if a match is available.

To maintain consistency with current odd lot behavior, there are no Account Type (e.g., CL, IN, etc.)
restrictions that limit how OLLA orders and odd lot orders can interact. For example, an OLLA order with
Account Type ‘NC’ can interact with an odd lot order that has Account Type ‘CL’.

Continuous Example with Multiple Orders:

Example 6.
Assume the following order book and NBBO spread:
Bid
Limit Price
10.07

Offer
Limit Price
10.08

Volume
700

Volume
500

Order Type/#
CLOB1

Order Type/#
CLOB2

1. A new OLLA Buy order (OLLA1*) of 700 shares is entered with a Limit Price of 10.06. OLLA1* is
not tradable at 10.07 (NBBO) since OLLA1’s Limit Price of 10.06 is outside the NBBO. The new
order book is as follows:

Bid (05 (=14
Order Type/#  Limit Price Order Type/#  Limit Price
CLOB1 10.07 500 CLOB2 10.08 700
OLLA1* 10.06 700

2. If CLOB1 price changes from 10.07 to 10.06, OLLA1* is now tradable at 10.06 since its Limit
Price is at or within the NBBO. The new order book is as follows:

Bid

Offer



Order Type/#  Limit Price Volume Order Type/#  Limit Price Volume
CLOB1 10.06 500 CLOB2 10.08 700
OLLA1* 10.06 700

3. Anew odd lot Sell order (OL1) entered for 56 shares with a Limit Price of 10.07, it is booked
at its Limit Price of 10.07 since it cannot trade. Note that the NBBO is still 10.06 — 10.08. The
new order book is as follows:

Bid (0){:1¢
Order Type/# Limit Price Volume Order Type/#  Limit Price Volume
CLOB1 10.06 500 oLl 10.07 56
OLLA1* 10.06 700 CLOB2 10.08 700

4. Assume OLLAL* Limit Price is amended to 10.07. Note that OLLA1* will not match with OL1
since OLLA1* can only match and trade at the best Bid (10.06).

5. Next, if the NBBO moves from 10.06 to 10.07, OLLA1* will now match and trade with OL1
since OLLA1* Limit Price is at or within the NBBO of 10.07. OL1 is fully filled. The new order
book is as follows:

Bid (0){:1¢
Order Type/#  Limit Price Order Type/#  Limit Price
CLOB1 10.07 500 CLOB2 10.08 700
OLLA1* 10.07 644

6. An odd lot Buy order for 16 shares is entered (OL2) with a Limit Price of 10.08. The new order
book is as follows (NBBO 10.07 — 10.08):

Bid (0){:1¢
Order Type/# | Limit Price Volume Order Type/# | Limit Price Volume
oL2 10.08 16 CLOB2 10.08 700
CLOB1 10.07 500
OLLA1* 10.07 644

7. A new OLLA Sell order (OLLA2*) for 300 shares is entered with a Limit Price of 10.08. OLLA2*
will immediately match and trade with OL2, since OLLA2* is tradeable at 10.08 (NBBO) and
10.08 is at or within OLLA2* Limit Price of 10.08. OL2 is fully filled. The new order book is as
follows:



Bid | Offer
Order Type/#  Limit Price ‘ Order Type/# | Limit Price
CLOB1 10.07 500 CLOB2 10.08 700
OLLA1* 10.07 644 OLLA2* 10.08 284

8. Assume OLLA1* belongs to Firm A, and the following new orders are entered:

a. A new OLLA Buy order (OLLA3*) of 200 shares with a Limit Price of 10.07. This OLLA
order belongs to Firm B.

b. Next, a new odd lot Buy order (OL3) with a Limit Price of 10.07 for 78 shares. This odd
lot order belongs to Firm C. The order book is now as follows:

Offer
Limit Price Volume Limit Price Volume
CLOB1 10.07 500 N/A CLOB2 10.08 700
OLLA1* 10.07 644 Firm A OLLA2* 10.08 284
OLLA3* 10.07 200 Firm B
oL3 10.07 78 Firm C

9. A new odd lot Sell Market order (OL4) for 99 shares is entered belonging to Firm B. The
following trades occur:
a. OL4 first matches and trades with OL3 at 10.07 (due to priority of resting Lit odd lots),
fully depleting OL3 and leaving 21 remaining shares for OL4.
b. The remaining 21 shares next fill against OLLA3*, due to firm priority as both OL4 and
OLLA3* belong to Firm B. Note that since OLLA3* received a fill, its time priority is

reset, and it remains at the bottom of the queue. The order book is now as follows:

Offer
Limit Price Volume Firm Order Limit Price Volume
Type/#
CLOB1 10.07 500 N/A CLOB2 10.08 700
OLLA1* 10.07 644 Firm A OLLA2* 10.08 284
OLLA3* 10.07 179 Firm B
10. A new odd lot Market Sell order (OL5) is entered from Firm A for 48 shares. OL5 will

immediately match and trade with OLLA1*, since both OLLA1* and OL5 belong to firm A (firm
priority). OL5 is fully depleted. Again, since OLLA1* received a fill, its time priority is reset, and

it moved to the bottom of the queue.



11. Finally, a new odd lot Market Sell order (OL6) is entered from Firm C for 51 shares. OL6
matches and trades with OLLA3* due to time priority. OL6 is fully depleted. OLLA3* moves to
the bottom of the time priority list since it receives a fill. The final order book is as follows:

Bid Offer

Limit Price

Limit Price

Volume

CLOB1 10.07 500 N/A CLOB2 10.08 700
OLLA1* 10.07 596 Firm A OLLA2* 10.08 284
OLLA3* 10.07 128 Firm B

Thresholds

There will be no monitored or enforced threshold limits on OLLA orders. We anticipate that Limit Prices
will protect against negative price outcomes for OLLA orders themselves, and there are currently no
threshold limits on odd lot orders outside of 9:30 a.m. to 4:00 p.m. on CSE2. Additionally, threshold limits
may prevent OLLA orders from trading when a trader would expect it to, leading to a sub-optimal
outcome.

Summary

OLLA orders:

e Are only supported on CSE2.

e Can be board lot, mixed lot, or odd lot sized.

e Only interact with odd lot order sizes.

e  Only match and trade from 8:00 a.m. to 9:30 a.m. and from 4:00 p.m. to 5:00 p.m.

e Are dark pegged orders (i.e. do not rest visibly).

e Only trade at, and are pegged to the NBBO, with OLLA buy orders pegged to the Best Bid, and
OLLA sell orders pegged to the Best Offer.

e Only trade when there is a two-sided market.

e Have firm/time priority.

B. Expected Implementation Date

The CSE expects to implement this Significant Change in Q2 of 2026 following receipt of regulatory
approval.

C. Rationale for the Proposal and any Relevant Supporting Analysis

Currently, there are facilities set up to accommodate odd lot liquidity provision during normal trading
hours of 9:30 a.m. to 4:00 p.m. Dealers have expressed an interest in a low touch solution that allows
them to make markets against odd lots outside of these normal hours. The OLLA order provides a
streamlined and effective way for Dealers to facilitate liquidity provision against odd lots, while



maintaining marketplace integrity. Additionally, since a two-sided NBBO is required for OLLA orders to
match and trade, it will encourage Dealers to build spreads for more symbols during illiquid hours.

As part of the solution design, the CSE worked directly with Dealers and clients that would use this new
facility, and they provided insight and feedback. Dealers involved in the solution design expressed
support, noting that it would significantly reduce overhead and the active trader management
requirements to provide liquidity for odd lots outside normal market hours.

This solution also improves odd lot fill speed and quality for retail clients that enter odd lot orders outside
normal market hours. Since OLLA orders are only permitted to fill at the NBBO, the interests and
protections of retail traders are ensured. With OLLA order usage, there is a much higher likelihood of an

immediate fill for retail client odd lot orders.

Furthermore, since OLLA orders will not match and trade from 9:30 a.m. to 4:00 p.m., there will be no
interference with typical odd lot provisional services across the market.

D. Expected Impact

Market Structure: The new OLLA order will have a positive impact on Canadian market structure by way

of improving execution quality and speed for odd lot orders outside of normal market hours. It will enable
Dealers to facilitate significant and consistent liquidity provision for odd lots during these times.

Members and Dealers: In developing the new CSE2 OLLA order, CSE consulted with CSE Dealers who see

the Significant Change as a way to improve liquidity in the market. Impact to Dealers is minimal as they
may only opt-in to using OLLA orders if they see value.

Investors, Issuers, and the Capital Markets: The CSE OLLA order will facilitate odd lot price transparency

and liquidity in the CSE2 trading book outside of normal market hours, and potentially increase the
attractiveness of all Canadian Listed issuers for a wider range of investors and market participants.

E. Compliance with Ontario and British Columbia Securities Law
There is no expected impact on the CSE's compliance with Ontario or British Columbia securities laws. The
Significant Change will not affect fair access or the maintenance of fair and orderly markets. The Significant

Change is consistent with the fair access requirements set out in section 5.1 of NI21-101.

The OLLA order will be equally accessible to all marketplace participants and may, in fact, increase
participation and provide stability for opening prices.

F. Technology Changes
As an optional service, participants that opt-in will be required to conduct modifications to their system
to provide liquidity using the OLLA order. Liquidity taking participants are not required to make any
changes to interact with an OLLA order. The estimated amount of time necessary for participation is

reasonable, given the optional nature and minimal-effort modifications required for participants.

G. Discussion of any Alternatives Considered



The CSE considered alternative solutions to improve odd lot liquidity provision outside of normal hours,
but after conversations with various participants, the OLLA order represented a holistic solution that

aligned with the needs of all participants.

H. Other Markets and Jurisdictions

The OLLA solution is similar to the existing Odd Lot Liquidity Providing (OLP) solution on Nasdaq CXD, as
both are pegged to the NBBO and match exclusively against odd lot orders. The key difference is that OLLA
orders are available outside the regular 9:30 a.m. to 4:00p.m. trading hours, whereas OLP orders are a
complementary offering to existing market-making facilities that operate during normal hours.

Additionally, there is no Trader ID limit for OLLA orders, and Dealers may enter as many OLLA orders are

they choose.

I. Comments

Please submit comments on the proposed amendments no later than [30 days from Notice Date] to:

Ugo Mbakogu

Legal Counsel

CNSX Markets Inc.

100 King Street West, Suite 7210
Toronto, ON, M5X 1E1

Email: GeneralCousel@thecse.com

Michael Grecoff

Securities Market Specialist

British Columbia Securities Commission
701 West Georgia Street

P.O. Box 10142, Pacific Centre
Vancouver, BCV7Y 1L2

Email: MGrecoff@bcsc.bc.ca

Trading and Markets Division
Ontario Securities Commission
20 Queen Street West, 20th Floor
Toronto, ON, M5H 358

Email: TradingandMarkets@osc.gov.on.ca
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