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<PROVISIONAL TRANSLATION>

This translation is provisionally prepared and subject to change without notice.

April 9, 2009
kabu.com Securities Co., Ltd

kabu.com starts "automatic best execution order" for private
investors
for the first time in Japanese securities companies.
- The new service monitoring two markets’ stock price (exchanges and
kabu.comPTS)
and sending orders to the market which offers the best price automatically -

Japanese

PDF [

Tokyo - kabu.com Securities Co., Ltd. announces that we will start to provide the
new automatic order service, "automatic best execution order", from April 16,
2009. This service monitors the prices of two markets; domestic primary exchange
and kabu.comPTS (PTS: Proprietary Trading System) in place of private investors
and sends orders to the market which offers the best price. We are the first
Japanese online broker which provides sophisticated execution service like this for
private investors except for electrical trades for institutional investors.

*What is "automatic best execution order"?
"Automatic best execution order" is one of the methods of automatic orders

which compares the prices of primary exchanges with those of kabu.comPTS and
sends orders to the market which offers the best price automatically. Furthermore,
this service continues to monitor both markets not only at the time of order but
also after the order. If the market it didn’t select offers the best price, it changes
the order from another market into this market. This service can change the
markets without limit and respond the market fluctuation flexibly. The order is
checked by the system of monitoring execution status of orders whether it is
executed in time or not. This monitoring function will enhance customer
satisfaction.

B Diagram of "automatic best execution order"
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*Order execution methods becoming sophisticated

The function called SOR (Smart Order Routing) has become widely used in
Europe and United States in accordance with diversification of trading markets
and liquidity fragmentation. It enables investors to send orders to the markets
which offer the best condition. Also, in Japan, system of each exchange is
expected to be sophisticated such as TSE "arrowhead" which is scheduled to start
on January 4, 2010. At the same time, algorithm trade and programming trade are
expected to come into wider use, and SOR is considered to be one of the most
important execution conditions. At the moment, we are the first online broker in
Japan which provides sophisticated execution service, which monitors two markets
and selects the one offering the best price for private investors except for
electrical trades for institutional investors.

*The example of buy order

ex.) Order to buy stock "A" listed on TSE1 at \500 by "automatic best execution
order"At the order, a price must be offered like a limit order.

At first, the order is sent to primary stock exchanges, and the next step is as
below.



After the order, the markets will be
changed if the following conditions are
satisfied.

*casel) Changing the markets from
primary stock exchanges to PTS.
PTS price is "limit order \500-1 and
under”

and

PTS price is under the primary
exchange price.

*case?) Changing the markets from
PTS to primary stock exchanges.
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The primary exchange price is "limit order \500-1 and under"

and

the primary exchange price is under PTS price.

Otherwise,

PTS price is "limit order \500+1 and over".

B Order flow
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After changing to kabu.comPTS, monitoring prices of two venues is continuing as



follows:

B Order flow after changing to kabu.comPTS (The case there is no
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*The perspective of "automatic best execution order”
We don’t think "automatic best execution order" will have been the best method

for a long time. We will provide best execution service considering commission
and execution speed (stock exchanges’ system performance) in accordance with
market fluctuation and change of market environment

*SLA (Service Level Agreement)

SLA (Service Level Agreement), which guarantees that orders are sent to
markets within 5 minutes, applies to all orders including "automatic best execution
order" and "stop loss order". If they are sent to markets over 5 minutes, we will
restore it to the original state without regard to amount of money as a rule. (If the
orders are adversely executed due to the delay, we pay the difference or make it
cancel in line with the rule.)

In addition, other automatic trades also have the system of monitoring execution
status of orders which confirms whether the responding times of execution,
amend and cancel are correct or not comparing with stock exchanges’ time and
sales. This system will assure that a large number of orders including complicated
automatic orders will be checked accurately and after that, we can provide a large
number of customers with prompt and fair services.

We consider it is very important for an online broker treating a large amount of
orders from the customers to provide such SLA and the monitoring and
approving system. We are the only online broker adopting them. In particular, it is
necessary for us to give these services with complicated orders like automatic
trades.
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