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FINANCIAL ?NDUSTRY REG?LATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 20130393135-04

TO: Department of Market Regulation
Financial Industry Regulatory Authority ("FINRA")

RE: Deutsc:he Bank Securities Inc., Respondent

Broker-Dealer
CRD No.2525

Pursuant to FINRA Rule 9216 ofFINRA's Code of Procedure, Deut$che Bank Securities Inc.

(the''Firm" or ?Respondent") submits this Letter of Acceptance, Waiver and Consent (UAWC")
forthe purposE of proposing a settlement of the alleged rule violations described be?ow. This
AWC is submitted on the condition that, if accepted, FINRA will not bri?g any filture actions
against Respondent alleging violations based on the same factual findings described herein.

L

ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the findings, *rid
solely for the purposes ofthis proceeding and any other proceeding brought by or on
behalfofFINRA, or to whichFINRA is a party, prior to ahearing and without an
adjudication ofany issue oflaw orfact. tothe entry ofthefollowing findings by FINRA:

BACKGROUND

The Firtn has been a member ofFINRA, andits predecessor NASD, since March 16,

1940, and its registration remains in effect

The Firm does not have any relevant disciplinary history.

SUMMARY

]n connection with Matter No. 20140399393, the Trading and Market Making
Surveijlance Group (''TMMS") ofthe Departnient of Market Regulation ?the "staff")
conducted the Firm's 2014 TMMS Ekamination inwhich the staffreviewed the trading
activity for the trade date April 2?,2014 (the ''first review period").

Iii connection with Matter No. 20140417491, the Market Manipulation Investigations
Team of the Depaivnent of M?rket Regulation (the UstafTD reviewed the Firm's
compliance with risk management controls and supervisory procedures concerning the
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failure to include a customer's order activityin ihe Firm's post-ttade surveillance during
the period March 1,2014 through April 30, 2014 (the ?'seeond review period").

In connection with Matter No. 2014043 5497, the Trading Analysis Team of the

Department of Market Regulation (the "stafT') reviewed the Firm' s compliance with
post4rade market abuse surveillance on its equity customers? direct market access
('?DMA") and other firm trading activity during the period March 1, 2012 through
December 31, 2014 (the ?third review period").

Based on its reviews, the staffdetermined the Firm engaged in the violative conduct set
forth below, consisting of violations ofFINRA Rules 2010 and 3110 (for conduct on or
after December 1, 2014), NASD Rule 3010 (for conduct before December 1. 20141 and

SEC Rule 15?3 -5 ofthe Securities Exchange Act of 1934 ("SEC Rule 15c3-5?').

APPLICABLE RULES

During the first review period, SEC Rule 15?3-5(b) required broker-déalers that provide
market access to establish, document, and maintaina system ofrisk management controls
end su?ervisory procedures reasonably designed to manage the financial, regulatory, and
other risks of their market access business.'

During the first revicw period, SEC Rule 1 5c3-5(cx 1 )(i) specifically required market

access. broker-dealers to have financial tisk management controls and supervisory
procedures ?asonably designed to prevent the entry oforders that exceed appropriate

pre-set credit or capital thresholds in the aggregate for each customer and the broker or
dealer and, where appropriate, more finely.tuned by secfor. sccurity, or otherwise by
rejecting orders if such orders would exceed the applicable credit or capital thresholds.

During the first review period, SEC Rule 15c3-5(c)(1)(ii) specifically required market

access broker-dealers 10 have financial.risk management controls and supervisory
procedures reasonably designed to prevent the entry of erroneous orders, by rejecting
orders that exceed appropriate price or size parameters, on an order-by.order  basis or
over a short period ofjime. or that indicate duplicative orders.

During the firm. review period, SEC Rule 15c3-5(c)(2)(iii) ?pecif-ically required market

access broker-dealers to have regulatory risk management controls and supervisory
procedures reasonably designed to restrict access to trading systems and technology that

' SEC Rule 15e3=5 requires that, as gatekeepers to rhc financial markets, broker-dealers providing market access
must -appropriately control the risks associated with market access so as not tejeopardize theirown financial
condition, thai of other market participants. the integrity oftrading on the securities markets, and the stability ofthe
financial system." 17 C,F.R. § 240.15c3-5,75 Fed. Reg. 69792, 69792 (Nov, 15.2010).
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provide market access, to persons and accounts pre-appmved and authorized by the broker

or dealer,

During the second and third review periods? SEC Rule ?503-5(c)(2) specifically required
m?rket a?cess broker-dealers to h?ve regulatory risk management controls and

supervisory procedures reasonably designed to ensure compliance with ali regulatory
requitements, including post-trade obligations to monitor fbr manipulation, fraud and

other illegal activity.

D?Iring th? review periods, in the conduct of its business, FINRA Rule 2Q10 required

market access broker-dealers to observe high standards of commercial honor and just and

equitable prindiples of trade.

During the review periods, FINRA Rule 3110-(for conduct on or after December 1,
2014), and NASD Rule 3010 (for conductbefore December 1,2014), required market

access broker-dealers to establish, maint?in, and enforce-written procedures to supervise

the types ofbusiness in which it engages that are reasonably designed to achieve
compliance with applicable seeurit?es law? and regulations, and with applicabte FINRA
and NASD rules.

FACTS AND VIOLATIVE CONDU cr.
In connection with Matter No. 20140399393,? the staff found that:

1. During the first review period, the Firm failed to establish, document, and maintain a
systent ofrisk management controls and supervisoryprocedures reasonably designed

to manage the regulatory risks in connection with market access, as follows:

(D Risk management controls and supervjsory procedures that are reasonably
designed to manage the financial, regulatory, and other risks ofthis business

*ctivity, a violation ofSEC Rule 15c3-5(b) and FINRA Rule 2010;3

(ii) Risk management Controls and supervisory procedures to systematically limit
the financial exposure of the broker or dealer that could arise as a result of

? 'rhe 2014 TMMS Examin?tion violations against the Firm pertaining to the Order Audit Trail System (*'OATS")
under FINRA Rules 2010 and 7450 and NASD Rule 3010, are deferred pendingconsiderationof potentially the
same or similar violations against the Firm contained in the 20 !5 Trading and Financial Compliance Examination
(''TFCE') and other OATS Repmting/Compliance Team matters.

? The Firm didnot have: (D adequate procedures for the escalhtion of potential market access issues for its "High
Touch" order flow because it does not articulate what action(s) should be taken when presented with unusually sized
orders or how the firm ensures its supervisors know its *mployees understand what constitutes an unusually large
order and what action(s) should be taken; or (ii) adequate means?fevidencing and escalating issues identified
through its market access supervisory reviews.
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market access, including to prevent the entry of orders that exceed appropriate

pre-set credit or capital thresholds in the aggregate for each customer and the
broker or dealer and, wh? appropriate, more finely-tuned by sector, security,

or otherwise by rejecting orders if such orders would exceed the applicable
cte(lit or capital thresholds, a violation of SEC Rule 15c3-5(c)(1)(i) and FINRA
Rule 2010;4

(iii). Rjsk management controls and supervisory procedures to systematically limit
the financial exposure of the broker or dealer that could arise a$ a result of
market access, including to prevent the entry of erroneous orders, by rejecting
orders that exceed appropriate price 

or size parameters, on an order-by-order
basis orovera short period of time, orthat indicate duplicative orders, a
violation of SEC Rule 15c3-5(c)(l)(ij) and FINRA Rule 2010;5 and

(iv) Risk management controls and supervisoryprooedures  to ensure compliance

with all regulatory tequirements, including to restrict access to trading systems
and technology that provide market access to persons and accounts pre-
approved and authorized by the broker or dealer, a violation of SEC Rule 15c3-

5(cX2)(iii) and FINRA Rule 2010.6

In connection with Matter No. 20140417491, the staff found that:

2. During the second review period, the Firm failed to establish, document, and maintain
a system of risk management controls and supervisory procedures reasonably
designed to manage the financial, regulatory, and other.risks of its DMA business.

Specifically, the Firm failed to include a customer's DMA trading activity in its post-
trade market abuse surveillance during the second review penoa and, in doing so,
failed to detect potential layering activity by its customer.7 The conduct described in

4 The Firm did not: (i) have a formal process to monitor adequately intra-day changes to financial limits; (ii) have a
codified process for ensuring financial limits, raised temporarily to respond to extreme market vol*tility, are:r?set?

(iji) establish financial (credit) limits at the client level; (iv) employ hard blocks for its capital usage: (v) monitor
capital usage on a pre-tmde basis; or (vi) have.an-adequate procedure for monitoring financial limits fbr NYSE
tmdin&

' The Firm did nothave: (i) procedufes to monitér erroneous orders on* pre-?ade.basis:  orOi) an adequate
procedure for testing new technology regarding market access requiremems in relation to implementing finaneial
thresholds and preventing erroneous and/or duplicative orders.

* The Finn did not have an adequate procedure for monitoring system access because it is not clear in wh*tcontext
system access is reviewed, how the r?vi*w is carried ?.ut, or how il is documented.

' Subsequenttothe  second review period, the Firm discovered and self-reported to FINRA that technical
modifications to its surveillance system responsible for monitoring DMA activity had been configured such that it
was only monitoring executed trades, not order information. See Maner No. 20140435497. Because the surveillance
system was confgured'to-only feed data on executed trades, the Firm'? spoofing and layering market manipulation
surveillance was not effective for certain DMA activity.
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thisparagraph constitutes a violation of FINRA Rule 2010,NASD Rule 3010 and

SEC Rule 15c3-5(o)(2).

Irl connection with MatterNo. 20140435497, the staff?f?und that

3. Dueto an error during a change in the Firm's internal systems, certain po?:tmde
market abuse surveillance was not run on the Firm's customer equity DMA business

when utilizing two separate systems. In transitioning to one system (a customer
DMA platform with smart OLder ?outing), the Firm .led.to feed its DMA order data

into the surveillance models. With bnly executed trades considered by the Firm's
post-trade surveillance, potential manipulative order activity was not eaptnred as part
ofthe Firm's obligation to monitor for manipulation, fraud and other illegal activity.
The gap in post-trade market abuse surveillance occurred for more than two years
(July 1,,2012 through November 30,2014), which represented approximately 21% of
the Firtn' s total trading activity. This resulted in the exclusion of 239,945,894 orders

involving 34,453,516,262 share?? fr?mpost-trade market abuse surveillance during the
third review petiod,

4. In the same manner, certaih post-tmde marketabuse surveillance was not run on the

Firm's DMA order activity originating from ? second system from July 1, 2013

through December 31,2014. This activity represented approximately 9% ofthe
Firm's total cradirig activity. This resuked in the exc/usicrl of 66*277? ? 3 7 otders
involving 8,764,283,906 shares from certain post-trade market abuse surveillance.

5. During the third review period, the Firm failed to establish, document, and maintain a

system ofrisk management controls and supervisory procedures reasonably designed

to manage the financial, regulatory, and other risks of its DMA business.

Specifically, the Firm failed tb include this customer equity DMA trading activity in
certain post-trade market abuse surveillance during the third review period, and failed

to detect this gap in surveillance for more than two years. Tile conduct described in
this paragraph constitutes a violation of F]NRA Rules 2010 and 31 10 (for conduct on
or after December 1, 20141 NASD Rule 3010 (fbrconduct befbre December 1,

2014), and SEC Rule 15c3-5(c)(2).

OTHEREACTORS

With respect to MatterNo. 20140435497, onNovember 19,2014. the Firm identified and

self-reported the gap in its post-trade sun/eillance., Based upon the Firm's self-r?portihg,
FINRA commenced art investigation wjth the cooperation of the Firm. By self-reporting

its failure to perform market abuse surveillance on trading activity originating fom two

se parate systems from July 1,2012 through November 30, 2014, and July 1, 2013
through December 31,2014, respectively, and providing extraordinary cooperation, the
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Firm provided substantial assistance to FINRA's investigation. Accordingly, the sanction
reflects significant consideration given to the actions taken by the Firm.8

B. Resporldent also consents to the imposition ofthe following s*netions:

A censure; a fine in the total amount of $2,500,000 to be paid jointly to Bats BYX
Exchange,.Inc., Bars BZX Exchange, Inc., Bats EDOA Exchange, Inc., Bats
EDOX Ekchange, Inc., The NASDAQ Stock Market LLC, NASDAQ BX, Inc.,
NASDAQ PHLX LLC; New York Stock Exchange LLC, NYSE MKT LLC,
NYSE Arca, Inc., and FINRA, of which $575,000 of that total amount shall be
Faid tp FJNRA.9

Respondent agrees to pay tl?e monetary sanction(s)-upon notice that this AWC has been

accepted and that such paymenKs) are due and payable. it has submitted an Election of
Payment form showing the method by which it proposes to pay the fine imposed.

Respondent specifically mid voluntarily waives any right to claim that it is unable to pay,

now or at any time hereafter, the nionetary sanction(s) imposed in this matter.

The sanctions imposed herein shall be effective on a date set by FINRA staff.

I?.

WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under FINRA's
Code of Procedure:

A. To have a Complaint issued specif?ring the allegations ag4inst the Firm;

B. To be notified ofthe Complaint and have the opportunity to answer the allegations in
writing;

E. To defend agaigst the allegations in a disciplinary hearing before a hearing panel, to have

a written record of the hearing made and to have a written. decision issued; and

D. To appeal any such decision to theNAC and then to the U.S. Securities and Exchange
Commission and a U.S. Court ofAppeals.

? See Principal Consideration No. 12 ofthe FINRA SancHon Guidelines and Regulatory Notice Ol?-70.

'Noundertaking is imposed in connection with MatterNos, 20140417491 amd 20140435497  because the Firm has
already addressed the deficiencies identified during FINRA's investigation. No undertaking is imposed in this
AWC in connection with matter 20140399393 because the firm addressed some ofthe identified deficiencies
following the 2014 TMMS examination and the remaining deficiencieswill beaddressed through the 20?6 Trading
and Financial Compliance Examination (formerly TMMS).
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Further, Respondent specifically and voluntarily waives any right to claim bias or prejudgment

ofthe Chief'Legal Officer, th?NAC, or any member ofthe NAC, in connection with such

pcrs9n's or body's participation in discussions regarding the termsand conditions 6fthis AWC,

or other consideration of this AWC, including.acceptance ot rejection ofthis AWC.

Respondent further specifically and voluntarily waives any right to claim thata person violated
the ex parté prohibitions of FINRA Rule 9143 or the separation offunctions prohibitions of
FINRA Rule 9144, in connection with such person's or body's participation in discussions
regardingthe terms and conditions of this AWC, or' other cbnsideration ofthis AWC, including

its acceptance or rejection.

III.

OTHERMATTERS

Respondent understands that:

A. Submission of fhis AWC i? voluntary and will not resolve this matterlmless and until it
has been reviewed and accepted by the NAC, a Review Subcommittee ofthe NAC, or
ODA, pursuant to FINRA Rule 92.16;

B. IfthisAWC is not accepted, its submission wili not be used as evidence to proye any of
the allegations against Respondent; and

C. If accepted:

1. This AWC will become part ofthc Firm's permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other regulator
against the'firm;

2. This AWO ?il? be ma?le available through FINRA's public disclosure program in
accordance with FINRA Rule 8313;

3, FINRA.may make a public announcement concerning this agreement and the
subject matter thereof in accordance with FINRA Rule 8313; and

4. Respondentmay nottake any action or make orpermit to be made anypublic

indirectly, any finding in this AWC or create the impression that the AWC is
without factual basis. Respondent may not take any position in any proceeding
brought by Qr mbehalf of FINRA, 

or to which FINRA is a par?, that is
inconsistent.with ar?y part ofthlsAWC. Nothing i? this provision affects the
Firm's: (i) testimonial obligations; or (ii) ri?ht to take legal.or factual positions in
litigation or other legal pro?eedings in which FiNRA is not a party.
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D. Respondent may attach a ?orrective Action Statement to this AWC that is a statement of
demonstrable ciorrective steps taken to prevent ??m misconduct. The Firm understands
that it may not deny the eharges or make any statement that is inconsistent with the AWC
in this Statement. This Statement does not constitute factual or legal findings by FTNRA,

nor does it reflect the views of FINRA or its staff?
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The undersigned, on behalfofthe Firm, certifies that a person duly authorized to act on its behalf
has read and understands allofthe provisions ofthis AWC and has been givena full opportunity

to ask questions about it; that it has agreed to the AWC'sprovisions voluntarily; and that no
ofTer. fhreat, inducement, or promise of any kind, other than the terms set forth herein and the

prospect ofavoidingthe issuance of a Complaint, hasbeen made to induce the Firm to submit it.

AMiL27.2017. Deutsche Bank Securities inc.
Date RMWCM

BT. 
MIMQIWL

Nam?

Tille: 

-MM
BY:
Name: Y

???.,3?
Title:

Reviewed Joe Salame

MMg Dmtor aAssociate General Counsel
EEIK#=-

Peter Isajiw, Esq.
King & Spalding LLP
1185 Avenue ofthe Americas
New York, NY 10036

Tel: +1.212.556.2235

Counsel for Respondent

Accepted by FINRA:

6/28/2017 Signed on behalfofthe
Date C?rec?????n?????

Romrt A.Marchml
Ex?utive Vi*e Pre?'dent, Legal
F?MIRA D?pm ?,, e?of Market Regulation
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