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 [Reference Translation] 

Best Execution Policy 

 

INTERACTIVE BROKERS SECURITIES JAPAN INC. 

 

This Best Execution Policy (hereinafter referred to as the "Policy") shall, in accordance with Article 

40-2, paragraph (1) of the Financial Instruments and Exchange Act, provide for the policy and 

method for our execution under the best terms and conditions for our customers.  

When accepting orders for securities listed on the financial instruments exchange market in Japan, 

we will endeavor to execute them in accordance with the following policy, in the event that the 

customer does not give instructions on the execution of the transactions.  

 

1. Applicable Securities 

Securities listed on the Tokyo Stock Exchange (hereinafter referred to as "TSE"), such as ETF 

(Exchange-Traded Fund), REIT (Real Estate Investment Trust), and ETN (Exchange-Traded Notes) 

handled by the company as well as the shares, ETFs, REITs, and ETNs listed on the domestic 

financial instruments exchange handled at Proprietary Trading Systems (hereinafter referred to as 

PTS) operated by Chi-x Japan Limited (hereinafter referred to as "CHIXJ”) and SBI Japannext 

(hereinafter referred to as "JPNNEXT"). The Company does not handle "unlisted available 

securities" as provided in Article 67-18, Item 4 of 18 of the Financial Instruments and Exchange Act, 

such as phoenix stock certificates and stock acquisition rights bonds.  

 

2. Execution Methods with Best Trading Conditions 

The Company does not receive directly from our customers, however we will take orders as agency 

orders and execute them in the following manners:  

2-1. Definitions 

The definitions of terms used in this policy are as follows: 

PTS: 

PTS stands for Proprietary Trading System, a private electronic trading system that allows traders 

to buy and sell securities without going through the domestic financial instruments exchange.  We 

designate a CHIXJ and a JPNNEXT operated PTS as destinations for ordering your securities.  

IB SMART: 

A method selected by the algorithm in our order execution system enables us to select the best 

market from multiple markets to act as an intermediary and execute. We will monitor real-time 
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prices and liquidity suggested by the domestic financial instruments exchange and PTS, and we 

will automatically determine the best market and execute. 

DIRECT Products： 

Products that are handled by the Company among TSE listed stocks, and are not handled by PTS.  

The list of DIRECT products is shown on our website at http://www.interactivebrokers.co.jp/. Details 

can be also obtained over the phone.  

SMART Products： 

DIRECT and PTS brands that are automatically determined by IB SMART for the destination 

(execution market). Please check the website of each PTS for PTS products.  Details can be also 

obtained over the phone.  

Chi-x Japan Limited: https://www.chi-x.co.jp/ 

SBI Japannext: https://www.japannext.co.jp/ja:https://www.japannext.co.jp/ja 

※Please note that the stocks that IB SMART cannot specify at the time of ordering are not available.  

2-2. Execution Methods for Listed Stocks 

The Company shall place all orders for listed stocks received from customers to the TSE or PTS. In 

addition, we will not handle any off-exchange trading except for forwarding to PTS.  

2-2-1. DIRECT Products 

If an order from a customer is that of a DIRECT product, we will forward it to TSE immediately. In 

addition, ordered received outside the TSE trading hours will be executed at the TSE after their 

trading hours has started.  

2-2-2. SMART Products 

If an order from a customer is that of a SMART product, unless instructed by the customer to specify 

the market, the order shall be directed either to the TSE or PTS automatically determined based on 

IB SMART's algorithm depending on the order time shown in the table below.  IB SMART 

determines the best execution market based on differences in liquidity, best quote price, most recent 

executed price, transaction speed and bargainability between the TSE and PTS.   

2-2-3. Execution Methods for Orders When Customer Specifies the Market 

If an order from a customer is that of a SMART product and the customer specifies either the TSE 

or PTS, the order will be directed to the specified market depending on the order time shown in the 

table below.  

Please refer to the separate "Execution Methods" for the execution method of each order when 

product category and the execution market are specified. 

 

3. Reasons for Choosing the Method 
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(1) DIRECT products among listed stocks 

At this time, the Company does not direct orders to domestic financial instruments exchange 

markets other than the Tokyo Stock Exchange. Therefore, all orders for DIRECT products will 

be directed to the Tokyo Stock Exchange.  

(2) SMART products among listed stocks 

The reason we adopt IB SMART for SMART products is as it is considered most reasonable, for 

customers, to execute such products by comparing price, commitment, transaction speed and 

automatically determining the market. 

 

However, we believe that there are specific risks to PTS transactions.  PTS transactions can be 

significantly different from the trading price in exchange transactions, especially PTS 

transactions outside the market hours of the financial instruments exchange market. During 

the market hours of PTS transactions that are outside of the trading hours of financial 

instruments exchange market, prices may fluctuate significantly based on disclosure and news, 

and the PTS transactions are generally less liquid as the participants are limited compared to 

those in the exchange transactions, and the transactions may fluctuate more than those in the 

financial instruments exchange market. Therefore, in order to avoid the risk of executing at an 

unforeseen price in the PTS market during the financial instruments exchange market trading 

hours, the SMART hours are limited from the time TSE's opening price has been determined to 

the TSE's closing price (excluding 11:30-12:30 between TSEs). 

 

 

4. Others 

(1) The following transactions shall be executed in the following manners, regardless of the methods 

listed in 2.  

(1) Any transaction for which the customer has given instructions (request for a financial 

instruments exchange market for execution, request for a time limit for transactions, etc.) on 

the execution method, and the execution method agreed by the Company with the instructions. 

(2) Execution methods specified by the Company in the sale of shares less than the unit 

(2) Due to problems such as system failure execution method may inevitably differ from the selected 

method based on the Best Execution Policy. In such cases, we will strive to enforce the best 

conditions for execution at that time. 

(3) The company shall handle market orders as follows:  

(1) Market orders using SMART 

In terms of price, if the TSE, CHIXJ, and JPNNEXT pricing are compared, and IB SMART 

determines to direct the order to CHIXJ or JPNNEXT, we will change it to a limit order at the 

best indicative price offered by CHIXJ or JPNNEXT at that time.  
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(2) Market orders specified either to CHIXJ or JPNNEXT 

We will change it to a limit order at the best indicative price offered by CHIXJ or JPNNEXT.   

 

5. Notes 

The best execution obligation is the obligation to execute based on a variety of factors, including, for 

example, cost, speed, and certainty of execution, as well as price. Therefore, even if the price proves 

to be not the best after the execution, it is not necessarily a violation of the best obligation. 

 

Revised in March 2020 

 

 

DISCLAIMER: This translation may be used only for reference purposes. This English version is not an official translation of the original Japanese 

version. In cases where any differences occur between the English version and the original Japanese version, the Japanese version shall prevail. This 

translation is subject to change without notice. Interactive Brokers Group and/or their affiliates shall individually or jointly accept no responsibility 

or liability for damage or loss caused by any error, inaccuracy, or misunderstanding with regards to this translation. 
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Attachment: Execution Methods 

 

 


