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THE OPENING BELL IS ABOUT TO RING. Years 

of hard work, which began as a bright fl ash of 

insight in an entrepreneur’s mind, are about to 

pay off. But while everyone’s gaze is fi xed on the 

podium, the CFO is focused elsewhere. Because 

the CFO knows that victory is not about 

reaching day one – it’s about Q1 and beyond.

The first 90 days of a stock’s life can set 

expectations for years to come. It is therefore 

critical for the CFO to map out the road the 

company must travel, from its predictable 

turning points to its unpredictable potholes. 

During those 90 days, the CEO will be in the 

driver’s seat, but a well-prepared CFO will be  

calling out the turns in advance, telling the 

board what to expect and when to expect it.

THIS EBOOK IS A CFO’S GUIDE TO SUCCESSFULLY NAVIGATING Q1 AND BEYOND

The pre-IPO decisions 
that can set the tone for 

years to come

The 
moment-to-moment 

action of IPO day 

Guide to key terms 
for speaking with trading 

fl oor representatives at the 
New York Stock Exchange

Volatility-inducing 
factors that 
can crop up 
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WHEN A COMPANY DECIDES to list its shares 

on the New York Stock Exchange (NYSE), 

generally it chooses a “Designated Market Maker” 

(DMM) fi rm to facilitate the trading of its stock 

on the fl oor. The Company usually selects the 

DMM themselves (either through an interview 

process or directly), a decision that the CFO is 

typically responsible for, and one that affects 

a company’s trading every day that follows. 

The DMM plays an integral role in the life 

of a publicly traded company’s stock. The 

modernized version of “specialists,” DMMs have 

an obligation to maintain a fair and orderly 

market in their listed symbols. Supplementing 

natural buyers and sellers, the DMM can commit 

its own capital in an attempt to smooth price 

volatility and provide liquidity for buyers and 

sellers in the stocks the DMM represents. 

PART I: BEFORE THE BIG DAY
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HOW IS DMM PERFORMANCE MEASURED? 
THE NYSE MEASURES DMM PERFORMANCE through four metrics published 
monthly to prospective issuers: 

The NYSE model for trading stocks is unique: It 

utilizes human traders – employees of the DMM 

fi rms – to supplement the electronic marketplace 

that runs on the algorithms of the DMMs and the 

actions of other market participants. The human 

DMM traders track activity in the stocks they 

represent, and may commit their fi rm’s capital 

when their volume and/or prices exceed the normal 

boundaries. Price volatility at those extremes 

matters for a host of reasons, not least of which is 

that investors look to 52-week highs and lows when 

making decisions. By using their capital to buy and 

sell in the market, the DMM can assist in dampening 

intra-day swings in the stock price. 

Knowledge of the stock’s fundamentals and history, 

as well as understanding of the dynamics of its sector 

and global macro factors, is the key to knowing when 

and how to intercede. The work of the DMM is also 

integral to the daily opening and closing auctions of 

the equities market. If a stock has signifi cantly more 

buyers than sellers during the opening or closing 

auction, the DMM can sell from its own inventory 

to lessen the imbalance. Alternatively, if a stock has 

much more selling interest than buying interest, the 

DMM may step in to fi ll the void as a buyer. 

The DMM’s fi rst mission with a company is to ensure 

a fair and orderly fi rst day of trading: IPO Day. 

1.   The percentage of time that the DMM provides the stock’s best bid and 
offer prices for investors in the marketplace, also known as the National 
Best Bid and Offer, or NBBO

2.   The percentage share of liquidity at the best price attributable to 
the DMM

3.   The percentage of the stock’s overall trading volume on NYSE that the 
DMM traded

4.   The percentage of the DMM’s trading volume in a stock where the DMM 
improved the stock’s price, meaning the shares were not at NBBO, but the 
DMM’s trades brought the prices closer to the NBBO

DMMs that perform well on these measurements for a particular stock can help foster 

liquidity for the issuer, their investors, and for the NYSE. Buyers and sellers of a stock 

may gravitate to the exchange with the best price in the marketplace, and to the 

exchange where the most shares are offered at the best price. The larger the volume 

of an issuer’s shares available at NBBO, and the more time it spends at NBBO, the 

more attractive that ticker symbol may be for trading.



Offi cial “First Trade” Ticket given to CEO at Bell Ringing

PART II: IPO DAY 
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THE NIGHT BEFORE the stock begins trading, the 

company and the investment banks underwriting 

the offering (the syndicate’s “book runners”) 

fi nalize the price and number of shares offered to 

the public.

•  Early in the morning, before the trading day 

begins, the book runners inform investors of 

the number of shares they are allocated. As 

the company’s fi rst public equity shareholders 

learn how many shares they are allocated, the 

lead book runners start collecting additional 

follow-on orders to buy or sell shares once the 

stock begins trading publicly. 

•  At 7:30 a.m. ET, the NYSE begins accepting 

orders for the company’s shares. These orders 

can come from the lead book runner, agency 

brokers, fl oor brokers, wholesalers, or large 

retail broker-dealers. Buy and sell orders 

aggregate in the NYSE DMM Display Book to 

help the DMM determine the opening price. 

This is what traders call “building the book.”

•  At 9:30 a.m., the bell rings to open the NYSE 

trading day, but the fi rst trade of the IPO stock 

will typically not occur for another hour or two. 

•  Working with the lead investment banker, the 

DMM waits to open the stock until there is “depth 

of book.” This refers to when there is interest to 

buy stock at price increments above the IPO price 

or interest to sell shares below that price. When 

there is depth of book, this may help to reduce 

volatility immediately following the fi rst trade. 

•  Once enough orders have accumulated in the 

DMM Display Book, the DMM publishes a “Rule 

15 indication,” telling the traders on the NYSE 

fl oor and the trading community at-large what 

the expected price range is for the opening 

trade. The DMM announces the “fi rst look,” 

shouting to the brokers on the fl oor, while NYSE 

submits it electronically through the securities 

information processor and NYSE’s proprietary 

data feeds read by the broker community. This 

information fl ows out to external news venues 

and newswires. There can be more than one 

Rule 15 indication, as more volume synthesizes 

in the book. The initial Rule 15 indication 

might start with a wider range, with the fi nal 

indication narrowing where appropriate.  Since 

this information displays to the entire trading 

community, these series of indications help to 

drive price discovery and transparency.
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•  The Rule 15 indication generally must be 

published for at least three minutes before 

the DMM can open the trading for the stock. 

If there are additional Rule 15 indications, 

they must stand for at least one minute each, 

provided at least three minutes have elapsed 

from the fi rst indication. 

•  On the fl oor, each DMM has a “post” where 

their traders work (think metallic command 

centers with lots of monitors). The DMM traders 

view the book for a stock — the buy and sell 

orders at the various price points — on screens 

at the post.

•  After indications are communicated and more 

orders have been aggregated, the DMM trader 

typically calls out “getting close!” to the fl oor 

brokers, signaling that the opening trade is 

near and that any last-minute orders should be 

submitted immediately. Generally, DMM practice 

is to send out the “getting close” notice when 

it deems that about 10% percent or more of 

the fl oat, or shares available for trading, can 

be paired off. In this scenario, the term “paired 

off” indicates that the number of shares to buy 

is equal to the number of shares to sell at a 

certain price point. Traditionally, the market has 

interpreted this level of interest as a meaningful 

amount of volume to trade.

•  The DMM’s trader typically declares “the book 

is frozen!” and order fl ow into the opening 

trade is closed.
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•  After one last review of the data, the DMM 

presses the “Enter” key, opening the stock for 

trading. The fi rst trade in any NYSE issuance 

takes place at the DMM’s post. 

•  The IPO company’s senior management team 

rings the fi rst trade bell, using a gavel given to 

them by the exchange. 

•  The lead underwriter, acting on behalf of the 

underwriting syndicate, is typically granted an 

“over-allotment option” (sometimes called a 

“greenshoe”) exercisable within 30 days of the IPO 

pricing, to buy additional shares at the offering 

price less underwriting fees. The lead underwriter 

can exercise this option — typically on 15% of the 

total shares offered — to cover over-allotments, 

which helps to support the IPO in the after-market. 

•  In the coming week and beyond, the DMM 

typically provides the CFO with commentary 

on trading activity, sector activity, volume, price 

movement, a picture of buying and selling activity, 

and the most actively trading fl oor brokers.

IPO DAY ADVICE 
Twilio, which went public in June 2016, fl ew its long-time employees to New York from the 

San Francisco area and Europe for the day one NYSE trading fl oor experience. “I initially 

rolled my eyes at the expense of that,” says Lee Kirkpatrick, Twilio’s CFO. “But that was 

one of the best decisions we’ve ever made. It was just a great shared experience for the 

company. I highly recommend that for other CFOs; it’s well worth the expense.”

Kevin Rubin, CFO of Alteryx, recommends not getting fi xated on the fi rst-day close.

“The best advice that we’ve received that I think has really played true: A successful IPO 

is not defi ned by your day one performance,” he says. “It’s really about: How do you build 

momentum over a long period of time? How do you build credibility with the street? Set 

expectations on the street that you can exceed, and do so repeatedly.” 
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WHILE THE MOMENT OF AN IPO is a major 

milestone in the life of a company, the days 

and weeks following it can critically affect 

long-term perception of the company’s listing. 

During this window, institutional and retail 

investors can form their first impressions of 

a stock based on myriad factors, including 

its trading performance vs. comparable 

companies, as well as media coverage. The data 

collected in the first few weeks of a stock’s 

public lifespan are sometimes incorporated into 

the investment theses of analysts and portfolio 

managers globally. 

Even before a company issues its fi rst public 

guidance or earnings report, there are three key 

events to look out for that can impact the stock:

1. Addition to an Index

A company’s stock, depending on its market 

capitalization, may be in included in a stock 

market index within days of its IPO. The index 

manager uses specific criteria to determine 

which stocks are eligible for inclusion in one 

or many of its indexes. Stocks that meet such 

criteria can be included in the appropriate 

indexes on dates identified by the manager. 

What often surprises CFOs of newly traded 

public companies, is the fact that index managers 

aren’t required to inform or seek permission 

from the issuer before including the symbol 

in the index. Companies that are unaware that 

their stock is being included in an index can be 

caught off guard by the consequential changes 

PART III: Q1 AND BEYOND
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to the stock’s volume and price. Becoming part 

of an index is generally viewed as a positive step 

because it increases trading volume. That said, 

being included in an index can also introduce 

price volatility. Over time, the stock’s price may 

be more likely to mirror the index and less likely 

to trade solely on the company’s fundamentals, 

for better or worse.

At the NYSE, the DMM can play an integral 

role in explaining the volatility that can occur 

around an index inclusion and can share useful 

insights about market activity.  

2. Initiation of Analyst Coverage

Financial Industry Regulatory Authority rules 

dictate whether investment banks employed as 

underwriters of a company’s IPO are restricted 

from publishing research for a defined period 

after the offering. But once any applicable quiet 

period is over, analysts can release research on 

the stock, publish price targets, and determine 

buy/sell/hold ratings. 

Analyst coverage, positive or negative, can 

attract more attention to the company and 

can quickly change its regular trading volume 

and price trajectory. The DMM is able to keep 

the CFO informed of new coverage launches, 

and share insights on the market’s reaction to 

new analyst views based on trading activity at 

specific price levels and in the options market.

3. Breaking News 

As a member of the public equity markets, the 

company’s stock performance is now often 

subject to the daily macroeconomic, sector-

based, and company-specific news cycle. 

While a new listing can appear immune to 

macroeconomic factors for a short time 

period, the stock may quickly begin trading 

in reaction to public announcements. In 

today’s environment, that can range from well-

telegraphed interest rate changes to unexpected 

geopolitical shocks or even a single tweet. 

With so many sources of news today, it can be 

difficult to identify the catalyst for changes in 

the stock’s performance. DMMs can be valuable 

resources to help provide market color on a 

specific move and prepare the CFO for questions 

from the company’s board, investors and IR team. 
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THE DMM’S OBLIGATIONS to maintain a fair 

and orderly market continues every moment of 

every trading day beyond Q1. This includes key 

liquidity events that maturing companies face, 

such as lock up expirations, follow-on offerings/

secondary sales, index rebalances, stock splits, 

and spin offs. It is during these times that the 

DMM’s capital can be important in providing 

additional liquidity.

Insights about trading through these moments 

can help the CFO and management team craft the 

company’s story for investors — understanding 

what messages seem to resonate with the street, 

and what company news or other catalysts might 

move trading volume or prices. DMMs can also 

be a source of insight on market structure, rules 

changes, and the dynamics of how instrument 

changes can infl uence stock prices. 

PART IV: BEYOND THE FIRST QUARTER
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HOW TO CHOOSE A DMM 

For Lee Kirkpatrick, CFO of Twilio, his key criteria were experience of the team, use of 

advanced technology and strength of balance sheet. “Ultimately it came down to the 

people,” he says. “We felt comfortable with the people that would be providing insight and 

supporting our stock.”

The level of experience with other SaaS companies’ stock was a critical factor for Alteryx, says 

Kevin Rubin, CFO of the company. He also asked for details about the prospective DMMs’ capital 

commitments, their limitations to those commitments, their approaches to providing liquidity for 

stock trading, their performance metrics, and their level of communication with the CFO.

Rubin receives a daily digest from 

Alteryx’s DMM, along with updates 

during the day if any unusual 

trading activity is occurring. “It’s 

my job to understand what’s 

going on with the stock on a real-

time basis,” he notes. “Regardless 

of whether the stock is going up 

or going down, to get insight 

into what’s driving that volume is 

incredibly valuable.”

Rubin advises CFOs to establish their selection criteria before the DMM interviews. “As 

a new CFO going through the process, you really have to decide which facet is most 

important,” he says. “Then as you evaluate them against your specifi c criteria, it will be very 

clear to you who is most appropriate to support you.”

HOW ARE DMMs COMPENSATED? 
DMMs are not paid by the stock issuer; they generate revenue through other means. For example, 

they generate revenue based on trading their fi rm’s capital to “bid and offer” for stock. In 

addition, similar to other exchanges, the NYSE has implemented a fee structure that pays a 

per-share rebate to DMMs to provide liquidity for the names they trade. When a trade execution 

occurs, the liquidity-providing fi rm (“maker”) receives a rebate from the exchange and the fi rm 

that executes against that order (“taker”) pays a fee to the exchange.  These incentives attract 

order fl ow to the NYSE and encourage market participants to provide liquidity to the market 

place. These are a few examples of how a DMM may generate revenue.
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CFOS SPEAK REGULARLY with their DMMs 

to collect insights, especially during spikes of 

volatility or market shocks. A conversation with 

a floor representative can have its own language. 

Below are key terms to know. 

Bid and offer — A “bid” is the price at which a 

buyer is willing to purchase shares. The “offer” is 

the price at which a seller is willing to sell shares. 

Building the book — The process before the first 

trade of an IPO stock where the DMM aggregates 

potential buyers and sellers according to their 

price points and size of their orders.

Depth of book — How much supply and demand 

is lined up among potential buyers and sellers 

— the number of shares on each side at each 

potential price point — before trading begins for 

the stock in an IPO.

Designated Market Maker — A DMM is a 

trading firm designated by the New York Stock 

Exchange for a particular stock to provide a fair 

and orderly market with price continuity and 

reasonable depth.

“First look” — What the DMM’s trader for an IPO 

shouts to the NYSE floor brokers before trading 

begins, followed by the expected opening price and 

the expected volume of shares for the first trade.

Floor broker — A brokerage firm representative 

who executes trades on the NYSE trading floor.

“Getting close!” — What the DMM’s trader 

usually shouts to the NYSE floor brokers prior 

to the first trade of an IPO, announcing that the 

opening print (initial trade) is about to occur. This 

announcement often signifies that 10% of the float, 

or shares available for trading, has been paired off.

Hybrid market model — The NYSE offers a hybrid 

stock-trading model that combines a physical 

auction with human traders, which is managed 

by DMMs, and electronic trading that is 

managed by algorithms of the DMMs and other 

traders. DMMs can step in (either by human 

representative or algorithmically) when there 

is an imbalance between selling and buying, or 

gaps between bid and offer prices, to facilitate 

trading and smooth volatility. 

NBBO — The National Best Bid and Offer is the 

best available price for a stock. For buyers, the best 

price is the lowest available ask price. For sellers it 

is the highest available bid price. The NBBO is not 

limited to the stock’s listing exchange; it can appear 

on any exchange/market where the stock is traded. 

Paired off — Buyers and sellers of stock that 

are matched by share price and volume of their 

orders prior to an IPO’s first trade through the 

”book building” process.

TERMS TO KNOW FOR IPOS & TRADING 
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Post — The physical base of operations on the 

floor of the NYSE where a designated market 

maker conducts business. On the outside of the 

structure there are multiple computer screens for 

traders to engage with in order to facilitate trading 

and provide liquidity. 

Price auction — The process that matches the 

buyers of stock at the highest price they are 

willing to pay, and the sellers at the lowest price 

they are willing to take. Trading takes place when 

buyers and sellers come to an agreed-upon price 

and the trade is executed. 

Quoted size — The number of shares available for 

buyers and sellers at the bid and ask prices.

Regulation NMS — ‘National Market System’ is 

a set of rules passed by the U.S. Securities and 

Exchange Commission in 2006 designed to 

foster “competition among individual markets 

and among individual orders.” A key element was 

a shift toward requiring trades to be executed 

on the venue offering the best overall price 

execution (trades are required to be executed at 

the NBBO — National Best Bid and Offer). In the 

years following the implementation of Regulation 

NMS, the expansion of electronic trading venues 

has resulted in a significant number of venues for 

stock trading. 

Rule 15 indication — A NYSE rule requiring a 

DMM to publish a pre-opening announcement 

of the expected opening price of a security if 

the anticipated price is outside of an “Applicable 

Price,” or if the stock has not opened by 10 a.m. ET. 

The announcement is communicated verbally to 

the floor broker community and electronically on 

the securities information processor and NYSE 

proprietary data feeds. 

“The book is frozen!” — What the DMM’s trader 

calls out to the NYSE floor brokers to signify 

that buy and sell orders for the opening trade 

of an IPO are no longer accepted and the first 

trade is imminent.

TERMS TO KNOW FOR IPOS & TRADING 
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ABOUT THE SPONSOR
Citadel Securities is a leading global market maker, delivering a broad array of fi xed income 

and equity products to banks, broker-dealers, government agencies, corporations, insurers, 

and sovereign wealth funds. Through innovation and effi ciency, the fi rm provides liquidity 

with the goal of driving price discovery in more than 35 countries and making markets 

more competitive, open, and transparent. Since its founding more than 15 years ago, 

Citadel Securities has cultivated a culture of excellence, assembling the brightest minds in 

trading, technology, and the sciences to make better markets for a better world. For more 

information, visit CitadelSecurities.com.

Questions:

Contact Michael R. Harris 

Michael.R.Harris@CitadelSecurities.com

IMPORTANT NOTICE

IN THE U.S., SECURITIES ACTIVITY WITH BROKER-DEALERS AND FX ACTIVITY ARE CONDUCTED BY CITADEL SECURITIES LLC 
(MEMBER FINRA AND SIPC), SECURITIES ACTIVITY WITH NON-BROKER-DEALERS IS CONDUCTED BY CITADEL SECURITIES 
INSTITUTIONAL LLC (MEMBER FINRA AND SIPC).

THIS DOCUMENT DESCRIBES INFORMATION ABOUT CERTAIN CITADEL SECURITIES PRODUCTS AND/OR SERVICES AS OF 
THE DATE SET FORTH HEREIN. THIS INFORMATION MAY CHANGE AT ANY TIME FOR ANY REASON AND WITHOUT NOTICE 
AND SHOULD NOT BE RELIED UPON BY RECIPIENT UNDER ANY CIRCUMSTANCES. THIS MATERIAL IS FOR INFORMATIONAL 
PURPOSES ONLY AND IS NOT INTENDED AS AN OFFER OR A SOLICITATION TO BUY OR SELL ANY SECURITY OR OTHER 
FINANCIAL INSTRUMENT.

IF YOU ARE CONSIDERING ENGAGING IN ANY INVESTMENT ACTIVITY, YOU SHOULD SEEK APPROPRIATE INDEPENDENT ADVICE 
FROM A QUALIFIED PROFESSIONAL(S) AND MAKE YOUR OWN ASSESSMENT. NEITHER CITADEL SECURITIES LLC NOR CITADEL 
SECURITIES INSTITUTIONAL LLC  PROVIDE TAX, ACCOUNTING, OR LEGAL ADVICE AND, ACCORDINGLY, THE INFORMAITON 
PROVIDED HEREIN DOES NOT CONSTITUTE, AND SHOULD NOT BE CONSTRUED AS, SUCH.  PLEASE CONSULT YOUR OWN TAX, 
ACCOUNTING, OR LEGAL ADVISORS.

THIS DOCUMENT OR THE INFORMATION IT SHOULD NOT BE COPIED, DISTRIBUTED, OR REDISTRIBUTED, IN WHOLE OR IN PART, 
WITHOUT THE PRIOR WRITTEN CONSENT OF CITADEL LLC. 
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SECURITIES® trademarks are all marks owned by KCG IP Holdings LLC, and are used under license.


