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Washington, D.C. 20549 

Re: Release No. 34-86626; File No. SR-IEX-2019-07 

Dear Ms. Countryman: 

Investors Exchange LLC ("IEX") is writing to respond to written comments by the Nasdaq Stock 
Market LLC ("Nasdaq")1 directed to IEX's proposal to charge certain fees for logical entry port 
connections in excess of five connections per member. 2 In brief, the Port Fee Proposal proposes 
to charge a fee of $1.00 per month per logical "port" that is used by members to access IEX' s 
systems, subject to an exclusion for the first five ports, i.e., the first five ports are free for each 
member. 

In its letter, Nasdaq states that it has no objection to the fee itself, but it uses the letter to make 
certain assertions about the state of competition for proprietary market data and connectivity 
products and characterizes IEX' s approach in providing detailed justification for the proposed fee 
as "ratemaking." We write to rebut Nasdaq's statements about competition for these products, 
which is a topic of significant public interest, and to correct its mischaracterization of IEX' s 
purpose in providing heightened transparency in support of the Port Fee Proposal. 

Exchange Fees Should Not Avoid Scrutiny Based on Theoretical Arguments About Competition 

In its filing with the Securities and Exchange Commission (the "Commission"), IEX explicitly 
declined to try to support its Port Fee Proposal based on the premise that exchanges compete in 
selling their own market data and connectivity products, because we believe this is a false 
premise that exchanges have used for years as a fig leaf to avoid further scrutiny or need for 
justification of their fee increases. Instead, IEX provided detailed analysis and data concerning 
its own cost to offer logical ports, the amount of revenue that will be generated, and how different 
types of member firms are likely to be impacted, as well as an explanation, supported by data, of 

1 Letter from Tal Cohen, Executive Vice President, Nasdaq, to Vanessa Countryman, Secretary, SEC, dated 
September S, 2019 ("Nasdaq Letter"). 
2 Securities Exchange Act Release No. 86626 (August 9, 2019), 84 FR 41793 (August 15, 2019) ("Port Fee 

Proposal"). 
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collecting and distributing market data can indicate whether an exchange is taking "excessive 
profits" or subsidizing its service with another source of revenue."6

We believe we sufficiently documented the methodology in our Cost Study to demonstrate that it 
is entirely feasible to identify the cost elements that are directly relevant to providing physical 
and logical connectivity and to producing and providing market data. Nasdaq or other exchanges, 
when they propose to charge new or increased fees, are free to argue that other, less direct costs 
should also be considered, if they identify those other costs and explain their relevance. But there 
is no reason exchanges should be entitled to skirt the question of cost altogether. 

Nasdaq goes so far as to suggest that the Commission believes "for-profit" is a "dirty word."7 It 
seems clear to us that Nasdaq's real objection and source of frustration is with the Commission's 
insistence on full transparency by exchanges seeking to increase their market data and 
connectivity fees. The question is not whether exchanges should be able to make a profit, but · 
whether in doing so they are held to the legal standards that apply to them as exchanges. In its 
own filing, IEX has made a sincere effort to meet those standards, and we believe that the 
Commission has both the right and obligation to insist that all other exchanges do likewise; 

SiiL trV-, er
I hn Ramsay 
Chief Market Policy Officer 

cc: The Hon. Jay Clayton, Chairman 
The Hon. Robert J. Jackson, Jr., Commissioner 
The Hon. Hester M. Peirce, Commissioner 
The Hon. Elad L. Roisman, Commissioner 
The Hon. Allison Herren Lee, Commissioner 

6 NetCoalition Decision, 615 F.3d at 537. 
1 Nasdaq Letter, at 4. 
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