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• Internal crossing service that identifies orders which can be matched and traded off 
exchange
✓ Executes immediately on ToSTNeT after internally identifying matches

• Offers liquidity and potential price improvement within bid/offer spread in TSE
• Strictly adheres to confidentiality – no offering of bid/offer indications
• Adopts low latency architecture running closely in tandem with SOR and algorithm strategies

TSE primary listed common stocks, ETFs and REITs (excluding foreign stocks and foreign ETFs) 

• TSE trading hours （09:00～11:30, 12:30～15:00）
• Crosses only during continuous trading sessions. 
• No crosses generated during:

✓ Market pre opens
✓ Special quotes/sequential trade quotes
✓ Trading halt/suspension

Overview

Instrument Universe

Hours

Matching Rules

Dark pool

Priority ①Price ②Time of order received

Tick size 1/10 of TSE

Lot size(unit) Same as TSE

Peg type
Matching price control within TSE bid/offer as follows
✓ Mid : Matches at mid price or better 
✓ Far （default） : Matches at far touch or better

Min qty Minimum execution quantity. Matches only when the size is equal to or more 
than the size specified

Counterparty control

• No cross with prop
✓ (optional) No dark pool matches with prop

• No cross with the same client group/account
✓ (optional) No dark pool matches with orders from the same client group
✓ (NOT optional) No dark pool matches with orders from the same 

account. This is always applicable
• No cross with external brokers

✓ (optional) No dark pool matches with order flow from external brokers
• No cross with liquidity providers

✓ (optional) No dark pool matches with order flow from liquidity providers

Matching price
restriction

• Within TSE bid/offer (inclusive)
• Within a range of 1% or 2JPY of last traded price in TSE
• Within day’s high/low prices in TSE
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Dark pool
Notes

Description Note

Operator SMBC Nikko Securities  Inc.
(https://www.smbcnikko.co.jp)

No connectivity to any external 
dark pools

Participation of
proprietary trading

Yes (proprietary/principal) Counterparty control (not to get 
crossed with prop) can be
specified

Participants

• Institutional investors
(domestic/international)

• Liquidity providers
• External brokers (securities firms)
• Proprietary/principal trading

• No flow from retail (individual 
investors)

• Liquidity providers: clients who 
provides liquidity in dark pool via 
electronic trading channels

Reference market Tokyo Stock Exchange

• Matches only within bid/offer 
prices of the reference market 
(inclusive)

• Matches only when bid/offer 
prices in the reference market 
are available

Matching time vs. 
execution time

Matched prices at matching times in 
dark pool are guaranteed to be 
within bid/offer prices of the 
reference market, whereas execution 
prices at execution times in ToSTNeT
are not always within the bid/offer 
prices due to the time difference 
between matching and execution

• Matching time
✓ Time when dark pool 

internally identifies a match
between buy and sell orders

• Execution time
✓ Time when ToSTNet executes 

orders sent by dark pool after 
it identifies a match

https://www.smbcnikko.co.jp/
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• Order to dark pool
✓ Side： Buy
✓ Qty： 500 shares
✓ Price limit： none (@market)
✓ Peg type: Mid

• Executions
✓ 100 shares @ 100.4
✓ 200 shares @ 100.5
※Peg type=Mid restricts the matches at mid or better

• Remaining qty
✓ 200 shares posted in the DP order book with price pegging at mid price
（Effective price limit automatically updated following the changes of bid/offer in the ref market）

Example 1

• Order to dark pool
✓ Side： Buy
✓ Qty： 2,000 shares
✓ Price limit： none (@market)
✓ Peg type： Far
✓ Min qty： 500 shares

• Executions
✓ 500 shares @ 100.5
✓ 800 shares @ 100.7
※ No matches below Min qty specified

• Remaining qty
✓ 700 shares posted in the DP order book with price pegging at far touch
（ Effective price limit automatically updated following the changes of bid/offer in the ref market ）

Example 2

Dark pool

DP TSE price TSE

1,000 101

200 100.7

100 100.6

200 100.5

100 100.4

100 100

DP TSE price TSE

1,000 101

800 100.7

100 100.6

500 100.5

100 100.4

100 100
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SOR (smart order routing)

• Smart order routing offers access to multiple alternative trading venues in addition to the target 
market and achieves optimal executions at best available prices among venues

• Architectural advantage of SOR running within the same process as dark pool allows :
✓ Low latency of order placements and executions with low risk of missing available 

opportunities in alternative trading venues as well as the target market
✓ Efficient queue priority keeping in the target market

Overview

Routing Venues

Hours

• Trading hours of the target market
• No routing to alternative venues during:

✓ Market pre opens
✓ Special quotes/sequential trade quotes
✓ Trading halt/suspension

Routing Rules

Dark Sweep

Routes an IOC order to dark pool only when it finds an opportunity to cross at 
better or equal price levels vs. all available venues. No routing when there is 
nothing to cross with to minimize the overall latency
• Low risk of being gamed as SOR does not wait for executions coming back 

from ToSTNet to move onto the next step (Lit Sweep and Post)

Lit Sweep and Post

Simultaneously fires slices to the target market as well as alternative lit pools 
based on the consolidated order book
• IOC orders to alternative lit pools with optimal price limit to minimize the 

risk of missing the best execution opportunity
• Order to the target market with the specified price limit/order type/time in 

force to obtain the best queue priority

Shadow Posts an indicative order for remaining qty also in dark pool when the order is 
not fully filled in the target market

• Exchanges (Tokyo, Nagoya, Fukuoka, Sapporo)
• PTS（SBI Japannext, Cboe Japan, Osaka Digital Exchange ）
• Dark pool

• 3 core steps of the routing logic

Price Control

• Applies internal price limit as described below when routing slices to alternative trading 
venues
✓ Price that does not trigger special quote/sequential quote in target market as well 

as alternative venues
✓ Day’s high price (for buy) / day’s low price (for sell) of the target market
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Example 1

Example 2

SOR (smart order routing)

1. Dark sweep

2. Lit sweep and Post

3. Shadow

Buy 3,000 shares @ 101

Buy 2,000 shares @ market

DP ODX Cboe SBI TSE Price TSE

1,000 101

500 100.7

300 100.6

200 100.5

100 100.4

100 100

DP ODX Cboe SBI TSE Price TSE

1,000 101

500 100.7

300 100.6

100.5

200 100.4

100 100

DP ODX Cboe SBI TSE Price TSE DP

101 900 (900)

100.7

100.6

100 100

ODX Cboe SBI TSE Price Price

1,000 102

101.7

500 101.6

200 1,000 101

300 100.7

500 100.6

100 100

TSE ODX Cboe SBI DP

qty - - - - 100

px limit - - - - 100.4

TIF - - - - IOC

TSE ODX Cboe SBI DP

qty 1,900 200 500 300 -

px limit 101 101 101 101 -

TIF DAY IOC IOC IOC -

TSE ODX Cboe SBI DP

qty - - - - (900)

px limit - - - - 101

TIF - - - - DAY

TSE ODX Cboe SBI DP

qty 1,000 200 500 300 -

px limit 成行 101 101 101 -

TIF DAY IOC IOC IOC -
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SOR/DP - account configuration

Account configuration

• SOR/Dark pool configuration can be specified as below

Enable SOR Specifies whether to enable SOR（Smart Order Routing）. If not enabled, 
orders are routed only to the target market specified per order

SOR routing venues Specifies PTSs (SBI Japannext, Cboe Japan, Osaka Digital Exchange) to 
include for lit pool sweeping

Enable Dark Pool Specifies whether to enable dark pool

(Dark pool) 
Peg type

Specifies the peg type for dark pool orders
• Mid

✓ Matches at mid price or better of the reference market
• Far （default）

✓ Matches at far touch or better of the reference market

(Dark pool) 
Counterparty control

Specifies the counterparty control for dark pool matches
• No cross with prop
✓ (optional) No dark pool matches with prop

• No cross with the same client group/account
✓ (optional) No dark pool matches with orders from the same client 

group
✓ (NOT optional) No dark pool matches with orders from the same 

account. This is always applicable
• No cross with external brokers

✓ (optional) No dark pool matches with order flow from external brokers
• No cross with liquidity providers

✓ (optional) No dark pool matches with order flow from liquidity providers
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Evidence report

Evidence report

• Reports on SOR and dark pool execution details are available upon request

SOR

Reports on PTS execution details:
• Executed quantity
• Executed price
• Executed time
• Executed venue
• Reference bid price of the target market at the time of routing decision
• Reference offer price of the target market at the time of routing decision
✓ Reference bid/offer price： ask/bid price of the target market after SOR 

executions based on SOR’s calculation/estimation

Dark pool

Reports on dark pool execution details:
• Executed quantity
• Executed price
• Executed time
• Bid/offer prices of TSE at the time of internal matching

Please see appendix for important disclosures



For further information, please contact : 
E-mail: algosales@smbcnikko.co.jp

General Disclaimer 
This report has been produced by SMBC Nikko for informational purposes only. It does not constitute solicitation of the sale or 
purchase of securities or other investments. The information contained herein is derived from sources that SMBC NIKKO believes 
to be reliable, but SMBC NIKKO does not guarantee the accuracy or completeness of said information. In some cases, such 
information may be incomplete or summarized. Prices, numbers, and similar data contained herein include past results, estimates,
and forecasts, all of which may differ from actual data. These prices, numbers, and similar data may also change without prior 
notification. This report does not guarantee future performance, and the information contained herein should, for whatever 
purpose, be used solely at the discretion and responsibility of the client. Neither SMBC NIKKO nor its affiliates accept any liability 
or responsibility for any results in connection with the use of such information. This report does not take into account specific 
financial situations, needs, or investment objectives of any client, and it is not intended to provide tax, legal, or investment advice. 
Clients are responsible for making final investment decisions and should do so at their own discretion after careful examination of 
all documentation delivered prior to execution, explanatory documents pertaining to listed securities, etc., prospectuses, and 
other relevant documents. 

This report is distributed by SMBC NIKKO and/or its affiliates. The information contained herein is for client use only. SMBC NIKKO 
holds the copyright on this report. Any unauthorized use or transmission of any part of this report for any reason, whether by 
digital, mechanical, or any other means, is prohibited. If you have any questions, please contact your sales representative. 

Important notes concerning Article 37 of the Financial Instruments and Exchange Act (Advertising Regulations, etc.) 
Commissions 
When a trade is executed based on information contained in this report, a predetermined brokerage commission is charged to 
the client for each product trade executed. For trades involving investment trusts, the client may be charged for sales 
commissions, management fees and other expenses specific to underlying securities. Clients will only be charged for the 
purchase price of a bond in trades executed as part of a public offering, secondary offering, or with a counterparty (Note: The 
trade may require that the client pay accrued interest if separate from the purchase price). For trades involving products 
denominated in foreign currencies, an exchange of products denominated in yen and another currency, or an exchange of 
products denominated in different currencies, the applicable exchange rate will be determined by SMBC NIKKO. 

Risks 
Each product entails the risk of a partial loss of the amount of invested capital (the risk of a partial loss of principal) or a loss 
equal to or greater than the amount of invested capital (the risk of a loss equal to or exceeding principal) due to a variety of
factors, which may include price variance and fluctuations in stock markets, interest rates, exchange rates, real estate markets, 
and commodity markets, and deterioration in the creditworthiness (including the financial and management condition) of issuers 
of securities. When executing margin or derivative transactions (“derivatives”), there is a risk the amount of derivatives transaction 
exposure could exceed the client’s margin collateral or margin deposit (“margin collateral amount”), and there is also a risk of
loss exceeding the client’s margin collateral should prices of securities or values of indexes underlying such transactions fluctuate 
(the risk of a loss equal to or exceeding principal). When executing over-the-counter derivative transactions, there may be a 
spread between the ask and bid prices on financial instruments quoted by SMBC NIKKO. For asset-backed securities, interest, 
dividends, repayment of principal and other elements may be affected by changes in conditions in certain assets. Such changes
may result in losses relating to early sale or redemption of such assets. 
Aforementioned commissions and risks differ by financial instrument and clients should carefully examine all relevant 
documentation, including documentation delivered prior to execution, prospectuses, and other material provided. 

Company Name 
SMBC Nikko Securities Inc. is a financial instruments dealer governed by the Financial Instruments and Exchange Act, registered 
with the Kanto Local Finance Bureau, Registration No. 2251. 

Member Associations 
SMBC Nikko Securities Inc. is a member of the Japan Securities Dealers Association, the Japan Investment Advisers Association, 
The Financial Futures Association of Japan, the Type II Financial Instruments Firms Association and Japan Security Token Offering 
Association

mailto:algosales@smbcnikko.co.jp

