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Abstract
Dark Pools are alternative trading systems (ATS) that do not display quotes in a traditional sense, like a stock exchange. Dark Pools are a complementary market in which the price of the trade being determined by the National Markets Bid/Offer (NBBO) spread but the execution of the order happens elsewhere in the Dark. In the U.S., the National Market System regulations (Regulation NMS) mandates that all trades regardless of venue, exchange or Dark Pool must cross within the NBBO – typically at the mid price. Dark Pools have been swathed in hype and attention for the last few years, while accounting for about 10-15% of all the transactions in the market. Why is it then that they have garnered so much attention? Why are there so many of them? What is their impact on trading and in the US markets?
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