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Hanging up the phone

The headlines across much of the financial press continue to 
be dominated by the ongoing investigations into the possible 
manipulation of various benchmarks including currency fixes.
Regardless of whether or not there is any truth in those 
allegations the continued regulatory scrutiny of the forex 
marketplace is generating negative publicity with the 
potential for significant reputational damage, particularly 
to London. Given the involvement of human traders these 
probes are bound to impact on the voice dealing sector where 
client demand, particularly with respect to the execution of 
larger orders, has kept traditional telephone trading very 
much alive. One clear result of all this commotion is likely 
to be an accelerated and increased push towards further 
electronification of FX.  It may be too early to say whether 
some commentators will be proved right in predicting that 
voice desks will ultimately become very much smaller and 
e-platforms very much bigger. Or that e-FX will become 
concentrated amongst the largest and most dominant market 
players. But if they are, it may lead to reduced profitability for 
many institutions across the entire FX trading space.

In this edition we have published the results of the annual 
Greenwich Associates e-FX survey which was carried out at the 
end of last year. This suggests that electronic foreign exchange 
trading is maturing, with nearly three-quarters of global FX 
trading volume (74%) being executed electronically last year, 
up from 71% in 2012.  It seems that growth in e-FX is mainly 
being driven by highly active retail aggregators and hedge 
funds on the one hand, and smaller, less active accounts 
on the other. One trend also contributing to the continued 
growth of electronic trading is the increase in trading volumes 
in emerging market currencies. 

Interestingly, given my comments above, one channel 
Greenwich Associates believes won’t experience resurgence 
any time soon is the telephone. The share of global FX trading 
volume executed through phone transactions has dipped to 
just 12%.  Only 9% of market participants say they expect to 
be more active on the phone in the coming year. 

As usual we hope you enjoy this edition of the magazine.

Charles Jago
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Nordea, Scandinavia’s largest 
bank, is partnering with 
FlexTrade, an international leader 
in FX and multi-asset execution 
and order management systems, 
to deliver its high quality FX 
liquidity to select clients of 
FlexTrade. According to Thomas 
Morten Jensen, e-Consultancy 
at Nordea, the partnership with 
FlexTrade will expand the bank’s 
FX pricing availability to a broader 
range of clients who use the 
FlexTrade system globally. The link 
will be available to customised 
FIX API feeds and algorithms 
for both sell-side and buy-side 
clients.

“At FlexTrade we are always 
looking to expand our global 
footprint and add value to 
client execution through 
specialized liquidity options 
and diversification,” said Peter 
Bondesen, FX Sales at FlexTrade. 
“Nordea’s extensive knowledge, 
especially in local currency pairs, 
will add real flavour to our 
system.“

Aphelion has announced that 
SpareBank 1 SMN of Norway have 
chosen the Quasar e-commerce 
platform to further strengthen 
their FX offering. Quasar is an 
end-to-end FX flow trading suite 
with a proven track record of 
increasing banks trading volumes 
just by adding speed and the most 
dynamic pricing flexibility on the 
market. Quasar contain everything 
from aggregation, auto hedging, 

Bank Vontobel, a global Swiss 
private bank, will introduce a new 
offering in Forex trading for spot, 
forward and swaps to its clients 
based on smartTrade’s LiquidityFX 
hosted solution. LiquidityFX includes 
functionalities such as Connectivity, 
Aggregation, Order Routing, 
Distribution to clients and Multi 
Bank Platforms, Order Management 
and Post Trade Integration, an 
HTML5 user interface and detailed 
reporting as well as being available 
as a fully hosted solution. 

David Vincent, smartTrade’s Chief 
Executive Officer and CTO, said 
“We have witnessed an increasing 
adoption of our LiquidityFX cloud 
solution and are pleased to see 
clients up and running in such a 
short time to market. We are very 

N
E
W
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Nordea expands 
FX Liquidity 
distribution

SpareBank 1 SMN choose  
Quasar eFX from Aphelion

Bank Vontobel selects 
smartTrade Technologies

algorithmic execution, price engine 
and rules engine to distribution to 
the multi bank venues as well as 
to SpareBank 1 SMN’s own white 
label portal, which is also part of 
the Quasar suite. “We have seen an 
increased demand for our hosted 
platform. Our turn-key solution and 
fast-time-to-market are also strong 
reasons banks choose to partner 
with us”, says Henrik Dubajic at 
Aphelion.

David Vincent 

excited about our partnership with 
Bank Vontobel and look forward to 
supporting their success in the FX 
arena”.

Peter Bondesen 



Ariel Communications has 
announced the launch of its 
advanced multi-asset trading 
system iTrade as a cloud- based 
Software as a Service (SaaS) 
solution for start-ups and smaller 
margin FX and CFD brokers. This 
ability to offer a competitively 
priced, cloud-based version of 
Ariel’s established trading platform 
means that the organisation now 
has an attractive offer specifi cally 
targeted at new entrants and 
smaller brokers. Ariel has made 
changes to iTrade’s architecture 

resulting in a smaller hardware 
footprint that allows hosting as part 
of the service – known as Software 
as a Service (SaaS).

Simon Cox, CEO of Ariel comments, 
“This announcement is part 
of our strategy to broaden our 
client base whilst focusing on 
on-going innovation and new 
product development. It will enable 
entry level users to benefi t from 
rapid, hassle free deployment 
of our platform at no additional 
IT infrastructure cost, minimal 

impact on a broker’s internal IT 
resources and reduced total cost of 
ownership (TCO).”

Ariel launches iTrade Cloud 
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Phillip Futures Singapore has 
launched online trading of NDFs 
powered by FlexTrade. 

Joseph Ng, Head of FX for Phillip 
Futures Singapore said, “NDFs are 
useful for institutions or investors 
to gain exposure into emerging 

market currencies as we see a rising 
demand for Indian Rupee and 
Chinese Yuan with their increasing 
economic activities.”

The application-based trading 
platform, allows clients to trade in 
Chinese Renminbi, Indian Rupee, 
Indonesian Rupiah, Korean Won, 
Malaysian Ringgit and Taiwan Dollar. 
Investors enjoy multi-bank streaming 
prices with competitive spreads, 
instant order confi rmation and 
limit order functions for NDF trade 
executions through Phillip Futures.

Phillip Futures 
launches online 
trading of NDFs

IFS Company has developed a 
complete set of new software 
solutions to help brokers launch 
their businesses and increase  
revenues by creating and providing: 

•   Websites
•   Branded trading platform with 

liquidities
•   Back offi ce/CRM
•   Risk analysis system
•   Plugins and Toolkit for trading 

automation
•   Customization and training 

The company’s CEO Olga Garaeva 
says “Starting a forex brokerage is 
not a simple deal as it is necessary 
to think of strategies, money 
management techniques, risk 
control and many other things.
The effectiveness of a forex 
company very much depends 
on the technologies they use to 
manage their business.   This is why  
independent technology providers 
such as ourselves are so important 
in helping brokers to grow their 
trading and business operations.”

IFS Company launches
new software solutions

Joseph Ng 

Olga Garaeva 

Simon Cox 

Why not start by contacting us?Why not start by contacting us?

+41(0)22 535 57 80+41(0)22 535 57 80
 www.olfatrade.com

Olfa Trade - eFX 3.0Olfa Trade - eFX 3.0
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Trading systems integrator, 
Gold-i has partnered with 
FXecosystem™ to offer a 
complete managed IT service to 
retail brokers wishing to offer 
MT4 to their clients.  Ideal for 
start-up brokerages or companies 
which do not have a server room 
or in-house IT support, this latest 
service from Gold-i enables 
brokers anywhere in the world 
to have a fast and reliable MT4 
offering without needing any 
in-house technology. Using a 
combination of Gold-i’s Hosted 
and Managed Services, brokers’ 
software and hardware will be 
supported 24x7. 

Tom Higgins, CEO of Gold-i 
comments, “We are seeing an 
increasing number of brokers who 
want to purchase an MT4 licence 
and outsource all hardware and 
software. We envisage our hosted 
service will be a big growth area for 
Gold-i. We selected FXecosystem, 
a specialist in the FX arena, as our 
hosting partner because of their 
technical expertise and global reach 
in delivering low latency network 
connectivity.” 

Gold-i teams up 
with FXecosystem

TraderTools recently announced that 
2013 was its best year ever in terms 
of new customer conversions.   

CEO Yaacov Heidingsfeld said, “Our 
success in 2013 validates that we 
are addressing an unmet market 
need: fully transparent relationship 
trading, with known entities, as 
opposed to dark pools and mirage 
liquidity sources. Because our 
on-demand, cloud-hosted service 
is generally quicker to deploy and 
easier to operate than alternative 
platforms, we expect to onboard 
customers at an even faster rate in 
2014.”

TraderTools 
reports best year 
ever in 2013

With a realized volume growth of 
over 20% YoY and a significant 
increase in clients, including 
several tier-1 banks, Solid FX 
reports the most successful year 
in its history. To facilitate this rapid 
path of expansion, Solid FX will 
move into a new office at the 
end of March, whilst launching 
their totally revamped website 
(www.solid-fx.com) to further 
strengthen their presence in the 
FX market space. In order to 
meet the growing demand for 

more product types like swaps, 
forwards and precious metals, 
Solid FX will also be introducing 
a second Central Counterparty 
later this year. Next to this wider 
array of tradable products, clients 
will also benefit from additional 
flexibility regarding their choice of 
Prime Broker. Solid FX is liaising 
with Dutch Authority Financial 
Markets (AFM) to determine and 
meet the necessary regulatory 
requirements for this new setup.

Solid FX reports  
further growth

Yaacov Heidingsfeld 

Tom Higgins 



opportunities at our clients’ 
disposal. ProTRADER’s unique 
strategy is also going to 
allow us to offer the most 
competitive futures trading 
pricing in the CEE region. We 
are determined to become as 
strong in the futures trading 
as we are in FX market.’ 
commented TMS Brokers’ 
CEO, Mariusz Potaczała. The 
details of the acquisition have 
not been disclosed.

In collaboration with two industry 
leaders, KCG Hotspot & CQG, 
Squared Financial has launched 
a new benchmark of service for 
professional multi-asset class 
traders. This will give CQG traders 
low-cost access to the Hotspot Spot 
FX ECN.  Users will be able to apply 
the full range of CQG functionality 
to the Hotspot platform. As FCM 
for service, Squared Financial adds 
its expertise in rapid on-boarding, 
cross-platform support and 
supplemental liquidity. Advantages 
are for professional firms and 
investment managers seeking 
currency and precious metals alpha 
directly and ultra-competitive real 
time hedging. KCG Hotspot offers 
an independent, transparent ECN 
marketplace for institutional foreign 
exchange trading and CQG, Inc. 
provides high-performance trade 
routing, global market data, and 
advanced technical analysis. CQG 
partners with more than eighty 
Futures Commission Merchants and 
provides Direct Market Access to 
more than forty exchanges.

TMS Brokers has acquired a 
majority stake in ProTRADER, 
a company specialized 
in trading futures and 
commodities with nine offices 
and 160 employees in Poland. 

‘We have been closely 
monitoring ProTRADER’s 
performance and we are very 
impressed. This acquisition 
helps us emphasize the 
wide range of investment 

Squared 
Financial 
launches new 
service
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CFH Systems has opened an office 
in Hong Kong to provide its cutting-
edge technology and local support 
to its rapidly growing Asian client 
base. The new office is being 
headed up by Jason Huang, who 
brings a wealth of experience from 
previous roles at ADM Investor 
Services and FXCM.  

Jason and his team will focus 
on sales and support of the 
increasingly popular ClearVision 
suite of products, which provide 
brokers with a combination 
of Prime of Prime interbank 
liquidity management technology 
solutions and sophisticated trading 
technology. 

With its modular structure, 
ClearVision provides all the tools 
required by brokers to manage an 
increasingly complex business with 
multiple trading platforms, liquidity 
providers, back office systems and 
risk books. Ole Rossing, Executive 
Director of CFH Systems Denmark 
comments, “Over a third of CFH’s 
business is in Asia and it’s a logical 
step for us to open an office in 
Hong Kong to provide strong local 
support to these clients. We see a 
huge opportunity for CFH to grow 
in the region and believe that our 
innovative technology, combined 
with a local presence, will help us 
to significantly increase our share of 
the Asian market.”

CFH Systems opens in 
Hong Kong

TMS Brokers secures a  
majority stake in ProTRADER

Jason Huang 

Mariusz Potaczała



TwoFour has added a new sleek 
HTML 5 User Interface to their FX 
platform. TwoFour’s latest order 
and trade processing solution 
has been designed to elevate the 
service that users of TwoFour can 
offer to their clients. TwoFour 
clients utilize the company’s global 

real-time solutions 
to manage 
deliverable, 
agency, margin, 
brokerage and 
prime of prime 
businesses for FX, 
options, futures, 
metals and money 
markets. TwoFour 
provides the 
clients with the 
information and 

service they demand on line and in 
real-time through the White label 
TwoFour Portal and customised 
reporting and statements. Two Four 
provides real-time positions, P&L, 
exposures and settlement services 
regardless where you or the client 
trades. 

Dukascopy has announced that 
Binary Options have been added 
to its product range and the 
company has launched demo 
accounts for them. A special 
type of account and a separate  
platform have been created for 
the new product. The unique 
features of binary options offered 
by Dukascopy are fixed uniform 
payouts of up to 90% and 
an FX price feed directly from 
Dukascopy SWFX Marketplace. 
Up/Down type options and FX 
instruments are being offered at 
first.  A demo contest based on 
binary trading is currently under 
development and Live accounts 
will follow later.

TwoFour adds new HTML5 
UI to latest release

Dukascopy 
launches 
Binary 
Options
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Olfa Trade has opened a new 
tier one banks cross connected 
dataroom in New York’s NY4. This 
new investment will allow Olfa 
Trade’s clients to be streamed 
directly from the US, allowing them 
to choose their venues. Olfa Trade’s 
COO, Olivier Virzi, explains that 
the company is simply following 

its growth plans and objectives. 
“Our next step is Tokyo before 
summer. We have lots of clients, 
API, GUI trading or White Label, 
who are all pushing us for further 
development. For all these 
reasons, being in London, New 
York and Tokyo is  important for 
us.”

Olfa Trade launches new 
NY4 dataroom

Olfa Trade - SeamlessFX

Trading Technologies International, 
Inc. has unveiled its new software-
as-a-service trading platform, 
which it is calling Nextrader. The 
new platform is uniquely flexible 
in that the low-latency computing 
infrastructure will remain at 
exchange colocated servers, while a 
cloud-based infrastructure will allow 
for greater accessibility and near-
limitless computational capacity for 
users to analyze their trading activity 
in a fully-encrypted, secure manner. 

Nextrader also provides a go-
anywhere trading experience 
by bringing the most powerful 
aspects of the platform, including 
the ability to monitor markets and 
manage orders and automated 
trading strategies, to an experience 
optimized for mobile devices.

Trading Technologies 
introduces Nextrader

©2014 CREDIT SUISSE GROUP AG and/or its affiliates. All rights reserved.

credit-suisse.com/aes

AES – The Standard in Algorithmic Trading.®

Credit Suisse AES FX has been 
helping to achieve them. Since 2007.

Our clients 
have individual 
goals and 
ambitions.

Doremus Credit Suisse AES FX Paradeplatz 297x210mm 302232 Proof 04 07-03-2014
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The current view from Asia is driven 
by macro factors such as US tapering 
policy, recovery in the economies of 
key Western countries, and the risk 
that growing concerns of a Chinese 
slowdown negatively impact appetite 
for the region. 

JaPan
The fall in JPY since 2012 has 

continued into this year. This 
has been driven primarily by the 
Japanese authorities seeking a 
weaker currency to stimulate the 
economy – part of the ‘Abenomics’ 
program of monetary expansion. 
Pairing the USD/JPY, the yen 
tumbled 18pc in 2013, the biggest 
drop since 1979.  We see Japanese 
exporters strengthening during the 
course of this year which will have a 
bottom line improvement on Japan’s 
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Brief news 
and analysis 
from around 
the world
of FX

EM currency 
turmoil leads to 
increased ME fl ow
January 2014 will be remembered 
as the ‘mensis horribilis’ for 
emerging market currencies.  No 
sooner had Jim O’Neill started 
pushing the concept of MINTs 
(Mexico, Indonesia, Nigeria, Turkey) 
than a range of currencies suffered 
large falls.  When frontier markets 
come under pressure the Middle 
East often benefi ts and through this 
tough period for EMs we saw large 
increases in fl ow into the region.

At the start of this year, the 
consensus of economists forecast 

was for a signifi cantly lower 
EURUSD. Our forecast was less 
negative and predicted EURUSD 
would consolidate and stay in a 
defi ned range, which has been 
proved correct.  Across the region 
investors in the US dollar have 
focused on the progress of US 
Federal Reserve’s tapering.  The 
underlying view has been that the 
string of weaker economic data 
from the US cannot be explained 
away by the bad weather, so trading 
has been cautious waiting for 
greater clarity.

In Europe the slow progress of 
Eurozone economies and concern 
over falling infl ation levels has also 
kept investors on the side lines.  As 
a result, interest in EURUSD has 
been lower than usual and this is 
refl ected in the fact that after two 
months activity prices are little 
changed on the year.  From 2nd 
January until Friday 28th February 
the net change in the currency has 
been less than 0.5 per cent.

In complete contrast to the EURUSD 
we have seen strong trading of 
gold and GBPUSD.  The last three 
quarters of 2013 were characterised 
by selling interest in gold stalling 
at prices below US$1200.00.  We 
forecast this would be repeated in 
Q1 this year with the potential for an 
improvement and clients have taken 
the advice on board.  Traders have 
certainly been very active with longer 
term investors buying from the start 

A view from Asia 
– Q1 2014

Source: Valbury Asia Futures

external balances and supports 
a call for tactical strength. While 
the market bias remains towards a 
continued JPY weakening therefore, 
a careful eye on this counter-trend 
emerging would be worthwhile. 

China
Nico Jonckheere, Head of Research 
at Valbury Asia Futures in Jakarta, 
observes the People’s Bank of 
China’s intervention in the currency 
markets in Q1, seeking to weaken 
the RMB against the USD. This is not 
perceived to be a fiscal stimulus, but 
rather a measure taken to reduce 
the capital inflows from foreign 
investors seeking higher-yielding 
RMB based assets that, ‘as a bonus’, 
have been strengthening almost 
continuously during the last few 
months. These investors have been 
at least partly responsible for driving 
the credit growth in China.With 
concerns rising over the deterioration 
of China’s growth momentum, 
increased policy uncertainty, and 
the unwinding of the carry trades, 

the recent trend reversal may be set 
to continue, though the Chinese 
Policymakers will no doubt have RMB 
stability as a priority. 

indonesia
The Deputy Governor of the Bank 
of Indonesia was recently in London 
to give an economic briefing on 
the Indonesian economy into and 
beyond the 2014 election. In an 
upbeat presentation, he noted that 
market volatility was much reduced 
compared to 2013, especially the 
months immediately after the Fed 
announcement on planned tapering. 
Mark Hanney, CEO of Valbury Capital, 
attended the briefing and comments 
that the message was generally for 
more of the same; macroeconomic 
and financial stability being the key 
short-term policy aim, with a focus on 
anchoring inflation and a sustainable 
current account deficit, with moderate 
impact on economic growth. Over the 
medium term the focus remains the 
progressing of structural reforms in 
investment, infrastructure and trade 

to support sustained, balanced and 
inclusive growth.

The IDR has appreciated 4.6% in 
2014 against the USD on the back 
of these economic fundamentals. 
Recent data indicate that the rate of 
inflation is under control, the current 
account deficit reducing and there is 
an expectation of increasing foreign 
capital inflows drawn by strengthening 
economic growth. Balanced against 
this is the implicit uncertainty of the 
upcoming election and general impact 
of a slowdown in Chinese growth.
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of the year, and shorter term traders 
buying any pullbacks.  We have 
seen this pattern of trading repeated 
consistently for the past six weeks.

Pullbacks in the gold price have 
been limited to just one or two 
days before we have received 
strong buying interest.  As well 
as value investors buying gold 
at these levels, the turmoil in 

emerging market currencies has 
prompted further moves into the 
metal.  Internationally liquidation 
of EFT holdings of gold have eased 
significantly and from the start of 
the year there has been actually 
been an increase.

In FX it has been GBPUSD that 
has seen the greatest focus from 
across the region.  There was 
already a strong positive sentiment 
at the end of the year and traders 
have been keen to stay long the 
market into Q1.  The UK is an 
economy that many investors in the 
Gulf are familiar with.  Improved 
expectations for GDP, strengthening 
employment, and a robust 
construction industry are keeping 
traders focused on GBPUSD.  
The huge investment in extensive 
infrastructure projects in the Middle 
East has continued strong global 
trade flows between the region and 

the rest of the world, particularly 
China.  The strength of interest 
in the yuan from the region has 
continued in Q1.  As the percentage 
of Chinese trade denominated in 
yuan increases, the UAE has great 
potential to lead the Middle East 
and North Africa as a regional hub 
for the offshore renminbi trade.

Max Knudsen is Chief Market Strategist at 
ADS Securities 

A view from Asia  
– Q1 2014

Mark Hanney, CEO of Valbury Capital Ltd 
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Weak GDP growth in Sweden 
during Q4 2013 coupled with a 
drop in Swedish rates resulted in 
downward pressure on the SEK. 
More importantly both the CPI and 
CPIF infl ationary fi gures came in 0.3 
% lower than Riksbank’s forecast, 
prompting the central bank to 
consider rate cuts if infl ation should 
turn out weaker than is forecast. 
According to the EU commission 
Sweden is enjoying a recovery 
led by consumer spending and a 
rebound in investment.  As such, 
the country is poised to grow a 
faster rate than any of its Nordic 
neighbors within the next two years 
with an estimated GDP growth 
of 2.5 % in 2014 and 3.3 % in 
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In the fi rst weeks of 2014 most 
emerging markets experienced 
signifi cant capital outfl ows. Most 
notably, Argentina and Kazakhstan 
were forced to devaluate the 
peso and the tenge while Turkish 
monetary authorities almost doubled 
interest rates to tame outfl ows 
and stabilize the lira. Fears over 
EM prospects temporarily became 
the dominant theme driving global 
markets. Uncertainty surrounding 
the path of QE tapering once 
again gave risk seeking investors a 
push towards emerging markets, 
but market participants stayed 
very “picky”. The ruble remained 
under strong pressure well before 

C&EE
geopolitical risks concerning the 
future of Ukraine arose, while the 
rand and the lira were weak and 
fragile due to internal factors and 
macroeconomic imbalances as well.

At the same time Czech koruna, a 
regional safe haven, remained fairly 
stable and the zloty completely 
retraced depreciation as soon as 
unfavorable weather conditions 
raised concern over the US economic 
growth prospects. In contrast the 
forint drifted down to levels not seen 
in two years and faced by far the 
most severe sell-off in the region.

In our opinion the current form 
of Fed’s forward guidance will 
not be suffi cient to anchor rates 
markets when US economy 
regains momentum lost over the 
winter. Although another round of 
emerging markets re-pricing should 
be expected, it will not infl uence EM 
currencies equally.

Solid fundamentals 
favor the zloty

A backdrop of falling 
infl ation

Source: M
acrobond

2015 respectively.  The commission 
conveyed that “The Swedish 
economy now follows a more robust 
growth track and economic activity 
is expected to gradually accelerate 
and gross fixed capital formation is 
expected to rebound sharply in the 
coming years, adding a new engine 
to economic growth”. 

Nevertheless, we believe that the 
inflation rate in Sweden may fall 
below Riksbank’s estimates in the 
coming year. This scenario would 
suggest that both the inflation 
and wage expectations will fall 
further, enhancing the probability 
for Riksbank to cut interest rates 
again. We believe that there is a 
high likelihood that Riksbank will 
need to lower its inflation projection 
again in April. The below-mentioned 
comments from Riksbank’s Deputy 
Governor Martin Floden confirm 

our view  “it won’t take much new 
negative information primarily on 
inflation for him to vote for a rate 
cut” at the next meeting in April. 

Norway’s sovereign wealth fund 
(largest in the world) rose 692 
billion kroner ($115 billion) last 
year as unprecedented central-bank 
stimulus propelled global stock 
markets to their biggest gains in 
four years. In addition, January 2014 
brought Norway the highest ever 
recorded trade surplus of 48.8 BB 
NOK.  Although the surplus was 
mainly driven by high oil prices, it 
is important to note that mainland 
exports in January were up almost 
10% last year and 5.5% on the 
average for Q4. Furthermore, the 
European commission estimates that 
Norway’s economy will expand 2.7 
% this year, which is 0.2 % more 
than Sweden.   We expect these 

Stan Klebaner is Chief Business  
Development Officer at FinFx Trading Oy 
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GDP growth to accelerate to over 
3 percent in 2014. Inflation well 
below National Bank of Poland 
target will lead monetary authorities 
to remain true to local form of 
forward guidance and not raise 
interest rates before the end of Q3. 
However, tightening cycle may begin 
before the end of the year. Raising 
rates from historic lows is justified 
as GDP growth is sufficient to close 
the output gap, while gradually 
improving condition of the labor 
market will result in demand-side 
upward pressure on core inflation. 
We assume that thanks to the 
relative hawkishness of the NBP, 
EUR/PLN will gradually fall towards 
4,05 in twelve month horizon.

CEE representatives weathered the 
storm of emerging markets sell-
off reasonably well. The koruna 
was and, unless CNB steps in 
more aggressively, will remain the 
most stable currency in the region. 

Growth prospects and monetary 
policy perspectives favor the zloty 
while the forint will once again 
remain the most vulnerable to 
re-pricing triggered by the Fed’s 
tapering.

The forint will find short term 
support in modest pick-up in 
economic activity and current 
account surplus, but we still expect 
forint to be the most vulnerable 
among CEE3 currencies. Due to 
low potential growth, the sustained 
dovishness of the NBH, political 
uncertainty and high reliance on 
external funding, EUR/HUF will 
remain above 300,00 in 2014.

We believe EUR/CZK will stay close 
to 27,0. Czech authorities will 
pursue policy aimed at loosening 
monetary conditions via weaker 
exchange rate. Our baseline scenario 
does not assume lifting EUR/CZK 
target. However, the CNB may be 
forced to scale up efforts if growth 
does not meet central banks 
optimistic expectations. 

As the Polish economy outperforms 
its peers, local story is most 
supportive for the zloty. We expect 

Bartosz Sawicki is the Head of Research at 
TMS Brokers. 

factors to weigh in favorably for the 
Norwegian currency when assessing 
the NOK/SEK relationship Q2 2014. 
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In Eastern culture its considered 
important to look back in order to see 
what lies ahead.

In 1271 Marco Polo left Venice for the 
East in search of a transaction.
Chinese silk at the time was the 
highest luxury item in Europe upon 
which a great margin could be placed. 
Whilst not exactly a low latency 
journey – Marco discovered he was 
carried by an even greater commodity 
– The Horse. 

European horses at the time were 
much larger than their Chinese 
cousins and highly prized for their 

iFXexpo 
Macau – Jan 2014
Venetian Hotel
What happens in Macau? …  Isn’t going to stay in Macau

by Jon Vollemaere 
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military use. The resulting trade was 
very successful and Marco returned 
to Italy carving out what became 
the Silk Road on his way. It was an 
important and historical foreign 
exchange. It was therefore highly 
fitting that this years iFXexpo was 
held at the Venetian Hotel in the 
Year of the Horse.

It was a pleasure and honour to be 
MC of the event and whilst some 
say it felt like less people were in 
attendance this year. I’d say that is 
because the venue was much larger, 
less crammed and with a more 
professional feel.

While it might be madness to have 
an FX Conference inside a casino 
of all places, it’s relevance and 
importance grows which each event 
that passes.

There was a good selection of 
panels and workshops from the 
forever evolving basics of Liquidity, 
Execution, and Connectivity, to the 
more interesting New Technologies, 
Deposit Conversion, specialist and 
localised Marketing, Social and 
Mobile. The more topical Regulation 
and Domicile issues and of course 
the elephant in the room….. China.

DAY 1

PANEL 1 – NEw ProDucts 
for AsiA

oPtioNs
We first went to Options – which 
aren’t new at all – but the proximity 
of binaries to a casino wasn’t lost. 
With some interesting statistics from 
Rachely Esman, CEO of MarketsPulse. 

Where your average western based 
binary account pays circa $2k pm, in 
Malaysia its closer to $3.5k. Many of 
the short dated binaries are already 
algo traded –( which is a little like 
terminator versus the borg). With 
short dated options being the most 
appealing.

All agreed that Asia was the biggest 
market by far. Mr Steven Reiter, CEO 
of Sentry Derivatives spoke of the 
difference between betting versus 
European digital in the professional 
market and reminded attendee’s 
how, on exchange and OTC the 
option writer is richly compensated 
on the premium income as up to 
80% expire out of the money. But 
that was still more for the advanced 
trader and not the man in the street.

GoLD
Other new exciting products for Asia 
include Gold. 

India has restrictions on it and yet 
also has a gold season – whilst 
Chinese demand continues to grow. 
In the west it’s seen as a commodity 
to trade with the occasional flight to 
quality – in the east it’s more a long 
term store of value – more of a buy 
and hold approach.

Very few operators have a licence to 
offer gold in China and Mr Tamas 
Szabo, IG Group’s Regional Head 
for Asia-Pacific suggested buying on 
dips before the Chinese buy it all.

BitcoiN
Something that does not have a 
store of value is Bitcoin.

Things move fast in a bitcoin world 
and even in the few weeks since 
the conference a lot has changed. 
Mr Szabo of IG told the crowd how 
they didn’t offer bitcoin anymore 
for many reasons. It has no credit 
so you can’t short it – leading  to 
an imperfect market ( worth noting 
efficiency is one of Bitcoin’s USPs 
apparently ) where users tend to buy 
and hold – or in one case accidently 
leave  $1m worth of bitcoin on the 
hard drive and throw it out with the 
re-cycling.

China had just weeks before banned 
bitcoin, blaming its popularity with 
illegal activities as the reason – 
which may well be true – but it was 
also very popular as a way to move 

RECENT EVENTS
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RMB offshore and as several billion 
per month finds its way legally to 
Taiwan – one imagines the “illegal” 
route via bitcoin was similar if not 
more.

BiNArY vs BitcoiN
The featherweight boxing match 
of the year produced some great 
response:
“ Binary – the fake option vs 
Bitcoin the fake currency – what 
could go wrong?”

In summary Bitcoin is really version 
1 of a digital currency and there’s 
already version 2 sitting in the wings 
to replace it – and with 69 Binary 
providers currently under investigation 
by French authorities – it too was 
likely to evolve or be regulated out.

rMB
The real opportunity in Asia and 
beyond.

RMB liberalisation is a far bigger 
debate well beyond just Retail – but 
the Shanghai FTZ will make things 
easier and no doubt be the conduit 
from which liquidity flows. In case 
you were wondering. Decisions are 
in Bejing – access is in Shanghai. It’s 
far to say that when China grows 
the whole world grows with it.

PANEL 2 – ‘How to’ storiEs 
iN AsiA

This was the highlight of the event – 
the CEO’s of the 3 biggest brokers

Drew, Lars, Glenn, with Alex the PB 
and Andrew the Ozzie.

The ‘how to’ panel somewhat 
focused on ‘should have’ when it 
comes to Asia. Drew Niv of FXCM 
told a remarkable story of the FXCM 
exit from Japan for $42m only to 
see the market grow considerably 
after they left, and Lars speaking 
on how Saxo had held off entering 
Asia in a big way. Leaving both with 
some questions.

The deep insights ranged from “ 
Every country is different” to the 
need for  “local people, and local 
management”. Customs, language 
and business practices vary greatly 
across the region and that needs 

to be accounted for in a successful 
market entry.

The Introducing Broker model is of 
course the easy way to deal with 
those issues and grow accordingly. 
Third party payments are popular 
which alas are illegal for US and 
UK firms to offer – creating an 
opportunity for the others. As a 
result Andrew Budzinski’s Australian 
based firm IC Markets has built a 
good franchise in China by using 
local partners

Japan and China featured heavily 
– where Japan is the best beta test 
market for new products as the 
Japanese require perfection in their 
services. While the Chinese and 
Japanese regulators have frowned 
upon Bitcoin and Binaries there had 
been a big increase in the use of 
established products such as CFD’s.
With Lars Seier Christensen of 
Saxobank seeing a big uptick in their 
use during last year.

Alex Knight of Citibank predicted 
the continued rise of Non Bank 
liquidity and more Non Bank to Non 
Bank trading. Something a group 
in London has been looking very 
seriously at for the retail sector.

iFXexpo – Macau – Jan 2014
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Perhaps the most topical and 
thought inspiring comment was 
from Drew where: “FX is the only 
business where an investor from an 
EM country gets the same price and 
access as one from the West…”  

A point not lost on regulators who 
will likely begin to bring in further 
consumer protection across the 
various trading hot spots in Asia.

DAY 2

PANEL 3 – MoBiLE & sociAL 
iNNovAtioN iN AsiA

I’m always impressed and inspired 
by the innovations that come from 
the retail sector of the FX business. 
Many of those are in the Mobile 
space. Perhaps it’s the lack of screen 
space or the constant use of the 
device which is the mother of the 
invention. Whereas Social is most 
certainly in version 1 – but here to 
stay and to evolve considerably over 
the next 5 to 10 years.

In an interesting twist panel 
discussion led to the problems with 

handling such widespread and 
follow the leader flow.

‘The liquidity element of several 
thousand orders coming through a 
broker’s system is problematic.” said 
Hu Liang, Senior Managing Director 
of State Street Global Exchange.

“The industry is young, only 5 to 6 
years old. Therefore it is fair to say 

that more liquidity providers and 
support services to brokers need to 
understand the impact of 100,000 
traders all trading EUR/CHF in the Asia 
session, all in the one direction.”

On the mobile side the question of 
multiple languages ( and symbols 
) was made worse by the different 
preference for certain handsets 
in different countries … this 
country likes iPhone … this one 
likes Android … this one prefers 
something else. “Asia is a diverse 
market and a mobile solution 
needs to be localized, said Rajesh 
Yohannan – Managing Director and 
CEO of OANDA Asia-Pacific.

PANEL 4 – MArkEtiNG iN 
AsiA

It’s fair to say you can spend a lot 
and get nowhere on marketing. At 
the same time spend very little and 
go a very long way – the trick is 
often who not how much you spend 
on. Four guys in Cyprus can get you 
a lot more than a big agency in Asia. 

Dukascopy’s Luis Sanchez explained  
“TV has been one of our key growth 
areas, especially in Asia,”. On the 
plane over and on hotel TV, I saw 
ads for no less than four FX brokers 
in a region where exclusiveness and 
luxury count for a lot

cLosiNG PArtY
Now only in its second year the 
Macau event is famous for its 
closing party. 

Last year’s Indian contingent 
returned with the Master of Magic 
and this time with a full Bhangra 
Band complete with Bollywood 
moves. However – Macau’s 
Portuguese roots supplied a Brazilian 
Samba band complete with Carnival 
dancers and drummers who glowed 
in the dark! The Jam session 
between them bought together 
two totally different styles under 
one beat. A very pleasing foreign 
exchange indeed.

RECENT EVENTS
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The highly focused event has been 
well received by the marketplace 
as there is no other EM meeting 
place to discuss issues surrounding 
local growth pairs as well as the 
rise of RMB, and Singapore was no 
exception.

Beginning with the ‘Economic 
Tennis Match’ which pitted 
Callum Henderson of Standard 
Chartered against Philip Wee of 
DBS on the subject of the future of 
five emerging growth economies. 
India, Malaysia, Indonesia, Vietnam 

and the Philippines . Each having 
their own view on what attendee’s 
should be aware and wary of in the 
underlying economy.

The addition of the virtual economist 
made it even harder and in many 
respects more exciting and interesting 
for both speaker and audience alike. 
For example “By 2020 the average 
age in China will be 37, in India it will 
be 29, and in Europe it will be 49 – 
will China get old before it gets rich ? 
– will India meet middle income while 
it is still young?…”

The second panel – ‘Battle of the 
Exchanges’ quickly became the 
battle with the Moderator. As the 
SGX, CME and MoEX answered 
tough and sometimes annoying 
questions – many of them starting 
with “ I’m no FX expert…but”.

Much discussion on the day focussed 
on Singapore’s overtaking of 
Tokyo in FX trading and how 
EM had added to that. How its 
geographical location as the ASEAN 
centre, growing connectivity, 
language and regulatory stance 

EMFX Conference – Singapore
February18th – Marina Bay Sand

Leading on from the success of the soon to be repeated London event - February 
saw the second instalment of the EMFX conference, this time in Singapore.
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An Economic Tennis Match
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all added up to the likelihood of it 
giving even New York a run for its 
money in a few years time.

Again, following on from the London 
event the very idea of Algo trading 
in the EM space attracted some 
attention. Where everyone wants 
the benefits of eTrading – speed, 
efficiency, cost and risk reduction. 
But not at the price of expensive 
connectivity, colo, flash, swarm and 
all the other downsides of HFT.

The final panel- which is always the 
tough one named: Currency War 
Part II The USD Strikes Back - 
involved one panellist removing his 
name badge and stating ‘this is just 
my view not that of anyone else’ 
which went down very well with the 
audience and panel alike. 

The US economy has a far reaching 
affect on the currencies of the  
BRICS and N11 whether they like it 
or not. 

Perhaps best summarized by the 
UK Chancellor’s comments on the 
subject at the most recent G20 
meeting in Australia. “The Fed’s 
decision to slow its asset purchases 
(so-called “tapering”) was at most 
the trigger for instability.…. The 
underlying cause was domestic 
fragility, often built up over a long 
period of time.”

The Next EMFX Conference is in 
NYC May 6th.

EMFX Conference – Singapore
February18th – Marina Bay Sand

RECENT EVENTSJuriah M
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From George Osborne down, 
London is very active in promoting 
itself as the western RMB hub 
with some success. The benefits 
for London based traders , who 
are prepared for what is about to 
meet them are easy to see. What 
is perhaps more cloudy just at this 
stage is how much benefit there is 
for those on the fringes.

Our journey took us in diplomatic 
cars to the Presidential Palace for 
a full diplomatic audience with the 
President of the Republic of China - 
Ma Ying-Jeou.

The statesmen fireside chat included 
reference to London being home 
to 42% of FX trading, but that 
Taipei holds 30 times more RMB 
deposits than London and that 
number is growing. Both sides 
wanting to be sure, over a cup of 
friendship tea, of who has most 
cards to play at the moment.

Our trip also included a meeting 
with the Deputy Governor of the 
CBC – Taiwan Central Bank and his 

FX team. Again keen to stress the 
economic strength of the nation – 
who’s economic figures are indeed 
quite good.

I asked the Deputy Govnenor 
what the appetite would be for 
Internationalising the TWD 
ahead of the RMB? Creating a 
freely traded proxy for China in 
addition to the CNH. 

The capital flow benefits being quite 
large for the technology export 
led economy. The Govenor and his 
number 2 – leaned back …looked at 
each other … and smiled – with that 
– we were just talking about that in 
the hall way type look on their face.

The answer was two fold – Firstly 
a domestic political issue, where 
convincing the electorate to remove 
their export protection would be 
difficult ( although with the shift of 
technology manufacturing slowing 
moving to China anyway perhaps 
less so in the future ) the other 
being the lack of financial expertise 
in country.

“ We’re not Hong Kong or 
Singapore” – Something the Mayor 
and the City of London are keen to 
help them with.

I also asked about the big Chinese 
flows into the country ( RMB 
deposits up from 39 Billion in 
Feb of 2013 to 182 Billion in Jan 
2014 ) and when it might overtake 
the TWD as the currency of choice 
domestically. Which was a somewhat 
cheeky question - its fair to say.

This resulted in the Guv pointing out 
that RMB only represented 1.2% of 
total deposits in the country. I bit my 
tongue to avoid saying – Yes – but 
that’s only in the last 12 months – 
what is that number going to be in 
5 or 10 years from now ?

Either way there is bright future 
for the RMB and perhaps the most 
telling of all was the percentage of 
third currency trading in Taiwan over 
the last year.

EUR had dropped by a third, and 
CNY had increased 250%.

Made in Taiwan 
Lord Mayor of London 

by Jon Vollemaere 

It was my great pleasure to join Alderman Fiona Woolf on her trip to Hong 
Kong and Taipei this January as a part of the City of London RMB Initiative.
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Under the umbrella of UK children’s 
rugby charity Wooden Spoon, the Arctic 
Rugby Challenge team will set off on 
the 100-mile trek from Resolute Bay, 
Canada in mid-April 2015, led by leading 
adventurer Jock Wishart.

At a launch event at LMAX’s west
London offices on March 3, Mercer
pledged to work hard to support 
the challenge. Former Rugby Union 
internationals Tim Stimpson and Pat 
Sanderson will join the expedition and 
captain the two teams of seven for 
the rugby match. “This challenge is a 
once-in-a-lifetime opportunity,” says 
Mercer. “The financial services industry 
has endured some stormy headlines in 
recent years, but hopefully initiatives like 
this show that we can also be a force for 
some good in the world.”

LMAX chief headed 
to the North Pole

LMAX Exchange has made something of a splash in the foreign exchange 
industry since David Mercer joined as chief executive in 2011, but he will take 
on a more physical challenge next year as he joins an expedition to the North 
Pole – to play the northern-most game of rugby.

CHARITY CHALLENGE
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First of all, the conference was well 
attended by speakers and participants 
from the IMF, Fabrizio Saccomanni, 
Minister of Finance Italy, Jacques de 
Larosière, Former Managing Director 
IMF, Már Gudmundsson, Governor 
Central bank of Iceland, Ewald 
Nowotny, Governor Oesterreichische 
Nationalbank, Ellen Goldstein, 
Country Director World Bank and 
many representatives from various 
Central Banks (Bank of England, 
Central Bank of the Republic of 
Turkey), universities and other 
institutions. 

At this conference brilliant minds 
were discussing at a very high 
level the history of the financial 
markets, its recent developments 
and were trying to find answers 
and solutions to specific challenges 
and market abnormalities. Many 
ideas were brought forward. The 
Chinese Representative, Li Ruogu, 
Chairman and President of The 
Export-Import Bank of China 
wonderfully reviewed the Bretton 

Woods System and provided us 
with  an assessment of the current 
international monetary system. 
He identified a lack of benchmark 
for floating exchange rates, the 
system which is used in quite a few 
countries. He claimed the absence 
of a reference for ‘floating’ makes 
the so-called ‘floating exchange rate 
regime’ a self-deceiving one. Under 
such a system, only the dollar can 
float freely, while other currencies 
can only respond passively. He 
thinks, this arrangement has 
become a major factor causing 
numerous economic and financial 
crises of varying degrees. In his 
eyes, the inequitable dollar-based 
international monetary system is 
the root of the so-called imbalance 
– whilst the Chinese yuan has 
appreciated by over 35% since 2005 
the U.S. trade deficit with China 
continues to rise. 

Calls for reform
Mr. Li Ruogo also called for 
the reform of the international 

Foreign Exchange  
facing a world of 
uncertainties
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At the end of February I had the opportunity 
to participate at the ‘Bretton Woods @ 70 – 
Regaining Control of the International Monetary 
System’ conference in Vienna. The meeting was 
jointly hosted by the Reinventing Bretton Woods 
Committee, the Austrian Federal Ministry of 
Finance and by the Oesterreichische Nationalbank. 

By Manfred Wiebogen
Honorary President ACI

monetary system. The international 
community, he said, should seriously 
consider creating a diversified 
monetary system. This should consist 
of major currencies, including the 
dollar, euro and the Chinese yuan – 
all based on coordinated exchange 
rates. All changes in the evolution 
of the international monetary 
system (from the gold standard 
to the Bretton Woods system and 
then to the current floating-rate 
system) reflect profound changes 
in the global economy. The world 
economy has just entered a new era 
of multi-polarity. In responding the 
ultimate goal has to be a unified 
international monetary system based 
not on a single currency, but on 
a stable and sustainable currency 
arrangement (to create a diversified 
and well regulated and externally 
coordinated international monetary 
system). He also favours the 
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internationalization of the Chinese 
yuan. In the recent years, it has 
become an increasingly active player 
in the international market and is 
well on its way to becoming a major 
international currency. 

A clear message of the conference 
was that the debate on reform of 
the global financial system has so far 
been limited to fire fighting policies 
in response to the wave of credit 
and financial crises witnessed in the 
US and Europe. Very little attention 
and debate has been devoted to the 
reform of the international monetary 
system and policy coordination. 

Little debate and policy coordination 
has been paid on how to:

•   accommodate a country 
which will be larger than 
the US by 2020 in economic 
terms;

•   reforming the international 
monetary system to 
accommodate for this change 
in a coordinated manner;

•   the role of the multilateral 
institutions in the new 
economic order, including the 
role of the IMF;

•   the treatment of capital flows 
in a world of two dominant 
serve currencies. 

The continued dominance of 
the US dollar as both a reserve 
and trading currency potentially 
poses a significant risk to global 
financial and economic stabilities 
going forward, particularly but 
not exclusively in the event of a 
significant re-pricing of the US 
sovereign risk. The current state 
and effectiveness of the global 
financial infrastructure must 
be re-assessed, and the rapidly 
increasing importance of emerging 
and developing markets must 
be recognized through greater 
participation in global decision-
making. 

The issue of Tapering
It was May 2013 that Ben Bernanke, 
Chairman of the Fed, started the 
discussion of tapering. Emerging 
countries immediately urged massive 
exchange rate manipulation. The 
repeated signals recently sent by the 
Fed to taper its quantitative easing 
policy has led to a big drop in the 
exchange rates of the currencies of 
many developing countries and a 
sudden slowdown in their economic 
growth. Only the Chinese yuan 
could remain stable. 

Last year, the IMF reported three 
US initiated tapering periods in the 
past: 1994, 1999 and 2004. None 
of these tapering periods led to 

significant consequences for the 
world economy it said.  The truth is 
emerging countries saw significant 
money outflow whilst they tried 
to defend their currencies to the 
US dollar. Latin America was hit 
badly during the days of 1994. 
The following crises of Argentine, 
Asia and Russia in the years 
1997/1998 could be interpreted as a 
consequence of the 1994 tapering. 
But, probably all three crises were 
the consequence of the postponed 
depreciation of local currencies too. 
Anyway, the argument of the IMF 
that the tapering of 1999 and 2004 
were without any consequence 
to the world economy should be 
questioned. The Fed increased 
its rates between June 1999 and 
December 2000 from 4.75% to 

6.5% whilst in the meantime we 
got the burst of the Dotcom and the 
crash of US equities by 50%. The last 
period of tapering may be identified 
between June 2004 and August 
2007. During this period the Fed 
understood to increase its interest 
rates from 1.0% to 5.25%. What did 
follow? You will still remember the 
Subprime crises: mortgages loans got 
lost and one year later we recognized 
the crash of Lehman Brothers.

BursTing BuBBles
Without wanting to appear 
pessimistic (just realistic) the question 
comes up – When and where will 
the next bubble burst? My trading 
background has helped me to 
visualise a simple chart: 1994, 1997, 
2000, 2004, 2007/2008 … So be 

ready: Ben Bernanke’s consideration 
of tapering hit some emerging 
countries last year - Brazil, India, 
Indonesia, South Africa and Turkey. 
His announcement came at a time, 
when the peak of money-in-flow into 
these countries was already over. The 
phase out moved into a rush. 

Finally and to end my thoughts I have 
massive doubts that the enormous 
quantitative easing (QE) which is now 
followed by the announced tapering 
during 2014 will be without any 
consequence to the world economy 
and financial markets. But it also will 
be hard to predict, which bubble 
will explode. There might be some 
candidates: emerging countries, 
China, Russia, the equity markets of 
the developed countries.

Foreign Exchange – facing a world of uncertainties

When and where 
will the next 
bubble burst?
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Nearly three-quarters of global FX 
trading volume (74%) for client 
accounts was executed electronically 
last year, up from 71% in 2012. 
The activity of retail aggregators 
accounted for a significant portion 
of that increase, with their share 
of trading volume executed 
electronically increasing to 98% in 
2013 from 92% in 2012. This shift 
dramatically impacted the industry as 
a whole, given that retail aggregators 
generated 23% of overall FX trading 
business around the world last year. 
Removing these huge players from 
the equation, e-FX captured two-
thirds of global FX trading volume 
last year, up only a single percentage 
point from 2012. 

Meanwhile, results of Greenwich 
Associates research provide evidence 
that e-FX growth has stabilized 
among other very large FX players. 
Again excluding retail aggregators, 
electronic systems captured 68% 
of total trading volume last year 
among the market’s biggest 

As e-FX market matures, 
incremental growth driven 
by smaller institutions

Electronic foreign exchange (e-FX) trading is maturing. 
Among many of the large institutions that generate the 
bulk of FX trading volume around the world, the rapid 
uptake and growth that have characterized this industry 
for the past decade show signs of slowing. But the e-FX 
market has not yet lost its dynamism. Instead, electronic 
trading is simply making new headway among smaller FX 
players and the market’s most active traders. 
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Peter D’Amario, Managing Director at Greenwich Associates

Proportion of Total FX Market Volume Traded Online
Note: Figures include retail aggregators. Based on responses from 1,584  

foreign exchange users globally in 2013 and 1,622 in 2012
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participants – those generating more 
than $50 billion in annual trading 
volume, a share unchanged from 
2012. Likewise, the share of these 
institutions trading online appears 
to have settled at a significant but 
unchanged 90%.  

For the moment, at least, it seems 
that any growth in e-FX is being 
driven by highly active retail 
aggregators and hedge funds on the 
one hand, and smaller, less active 
accounts on the other. Electronic 
trading platforms continued to 
attract new customers last year from 
the ranks of market participants 
generating less than $50 billion 
in annual FX volume. These gains 
were largest among companies and 
institutions generating less than $1 
billion in annual trading volumes, 
a group that in the past saw little 
potential benefit in e-trading due 
to low levels of activity. Electronic 
FX trading uptake in this segment 
jumped seven percentage points to 
48% of market participants in 2013 
pushing the share of total volume 
executed electronically among this 
group to 26% from 22% in 2012. 

Regions: euRope down, 
Canada up, otheRs flat
Geographically, the world’s largest 

and arguably most mature FX 
market, Continental Europe, 
was the only region to notch a 
meaningful decline in the share of 
foreign exchange volume executed 
electronically last year, as a modest 
increase in online volume failed to 
keep pace with a bigger jump in 
total FX trading volume and e-FX 
fell to a total 68% from 73%. 
Meanwhile, Canada, a small market 
and a traditional e-FX laggard, saw 
substantial increases in the percent 
of market participants trading FX 
on electronic systems and in the 
share of total FX volume executed 
electronically. Usage in the United 
States was essentially unchanged at 
around 83% of market participants, 
but e-trading users made some 
dramatic increases to the share 
of their business routed through 
electronic systems. That shift pushed 
e-FX to 73% of total U.S. FX trading 
volume in 2013 from 63% in 2012.

Outside of Japan, online FX trading 
made little headway in Asia last year. 
Although the absolute amount of FX 
volume executed through electronic 
systems increased in Asia ex-Japan 
last year, that gain failed to match 
the growth in overall FX trading 
volume over the 12-month period, 
and electronic systems usage was 

flat at 57% of market participants. 

Japan, meanwhile, remains a classic 
tale of two markets. On the surface 
the Japanese FX market appears to 
be by far the world’s most electronic, 
with 87% of total FX trading volume 
executed through electronic systems. 
However, the vast bulk of that e-FX 
business is generated by the relative 
handful of retail aggregators that 
play such a large role in that market. 
Excluding retail aggregators, e-FX’s 
share of total Japanese FX trading 
volume actually contracted by 10 
percentage points last year to just 
45%. 

souRCes of futuRe e-fX 
gRowth: emeRging 
maRket CuRRenCies and 
options
One trend contributing to the 
continued growth of electronic 
trading is the increase in trading 
volumes in emerging market 
currencies. Approximately 80% of FX 
market participants now trade some 
emerging markets currency. As one 
would expect, the fastest uptake has 
been in Asian currencies. About half 
of market participants trade Asian 
currencies against their own domestic 
currencies, the euro or the U.S. dollar, 
up from 45% in 2012.  In past years, 

INDUSTRY REPORT

Proportion of Products Traded Electronically
Note: *Spots, outright forwards, and one-sided swaps over one week. Based on responses from 1,039 foreign exchange users globally in 2013 ans 1,032 in 2012.
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the increased popularity of emerging 
market currencies produced only a 
marginal effect on e-FX due to the 
fact that many of these currencies 
did not trade on electronic platforms 
and offered market participants only 
limited liquidity if they did. Over 
the past 12 months, however, the 
share of emerging market currency 
cash trading volume executed 
electronically jumped to 56% from 
52%. While this share remains 
small relative to the 79% of trading 
volume in G-10 cash currencies, 
both increased trading volumes in 
emerging market currencies overall 
and increased coverage of these 
currencies on electronic platforms 
point to bigger growth to come. 

Electronic FX volumes are also 
getting at least a minor boost 
from currency options, which 
are often traded through single-
dealer platforms that allow for a 
maximum level of customization. 
The share of global FX market 
participants trading currency 
options electronically increased four 
percentage points to 28% in 2013 
and the share of options currency 
trading volume executed through 
electronic systems increased three 
percentage points to 26%. 

hedge funds embRaCe 
algoRithmiC tRading
Like retail aggregators, hedge funds 
have been aggressively stepping 
up their use of e-trading systems. 
Hedge funds executed 71% of total 
FX trading volumes electronically 
last year, up sharply from 58% in 
2012. Much of that growth stems 
from hedge funds’ increasing use 
of algorithmic trading strategies in 
FX. Twenty-two percent of hedge 
funds active in FX trading used 
algorithmic strategies last year, up 
from just 12% in 2012. Hedge 
funds that use algos are executing 
about half their FX trading volumes 
through algorithmic strategies. 
Meanwhile, roughly one-in-five 
retail aggregators is now employing 
algorithmic strategies, which they 
are using for approximately 60% 
of trading volume. Due largely 
to adoption among these two 
groups, the share of all FX market 
participants using algorithmic 
strategies has climbed above 10% 
for the first time.

single-dealeR system 
suRge
Reversing a well-established trend, 
market participants last year reduced 
the share of their electronic trading 

business executed on multi-dealer 
platforms and increased the amount 
of business done through single-
dealer systems. The decrease in the 
share of business done on multi-
dealer platforms was driven entirely 
by a drop among the market’s $50 
billion+ crowd to 31% in 2014 from 
36% in 2012. That shift was in turn 
driven by hedge funds and retail 
aggregators, both of which sharply 
reduced the share of their business 
done on multi-dealer platforms 
and increased the proportion done 
through single-dealer systems. 
Regionally, the trend was most 
pronounced among market 
participants in the United Kingdom, 
who cut multi-dealer platforms’ 
share of their total volume by 10 
percentage points to 39% while 
pushing single dealer systems to 
22% from just 5%. 

This reversal is attributable in part 
to regulations. Last year, Greenwich 
Associates published a report 
suggesting that new derivatives 
rules such as the requirement for 
multi-dealer platforms to register 
as swap execution facilities in the 
United States would prompt FX 
market participants to shift business 
back to single-dealer systems. The 

As e-FX market matures, incremental growth driven by smaller institutions
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Global FX Electronic Trading: System Usage Trends
Note: Most recent figures based on responses from 1,030 foreign exchange users globally.
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good news for multi-dealer systems: 
The report said that this shift would 
be temporary and that as market 
participants adjusted to the new 
market framework they would 
resume their move toward multi-
dealer platforms. 

One channel that won’t experience 
resurgence any time soon is the 
telephone. The share of global FX 
trading volume executed through 
phone transactions has dipped to 
just 12%. Latin America does the 
largest share over the phone at 
30%; Japan does the least at 5%. 

Only 9% of market participants say 
they expect to be more active on the 
phone in the coming year, compared 
with 14% that plan to make more 
use of messaging systems on 
Bloomberg and Reuters and much 
larger shares that plan to increase 
their activity on single-dealer and 
multi-dealer electronic platforms. 

ConClusion
A couple of final data points support 
the notion that e-FX is maturing. 
Among market participants 
generating more than $50 billion in 
annual FX trading volume, half said 

they plan to increase their activity on 
multi-dealer platforms in the coming 
year, and 21% said they expect 
to be more active on single-dealer 
systems. Those shares are down 
from 56% and 28%, respectively, 
in 2012. During the past decade 
of strong growth for e-FX, one 
would have expected both of those 
proportions to hold steady or even 
increase in any given year. The fact 
that these shares are now shrinking 
suggests that growth could be 
slowing at the top end of the e-FX 
market.

As e-FX market matures, incremental growth driven by smaller institutions
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Methodology 
Between September and November 2013, Greenwich Associates conducted in-person and telephone interviews with 1,584 
financial professionals using foreign exchange at large, top-tier corporations and financial institutions in North America, Latin 
America, Europe, Asia, Australia, and Japan. To be considered top tier, a firm must meet one of the following criteria: be a fund 
manager, hedge fund, central bank, retail aggregator, Fortune Global 500 firm, or Treasury center; or have reported trading 
volume of more than $10 billion; or have sales of more than $5 billion.

WHERE 
PRIVACY 
MEETS
LIQUIDITY
GET CONNECTED TO FX TRADING
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Visit TBHF <GO> or bloombergtradebook.com/fx 
to request a demo.

©2013 Bloomberg L.P. All rights reserved. 51275700 0213 This communication is directed only to market professionals who are eligible to be 
customers of the relevant Bloomberg Tradebook entity. Please visit http://www.bloombergtradebook.com/pdfs/disclaimer.pdf for more information 
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There’s a strong negative case in 
favour of cryptocurrencies. Like the 
World Wide Web (as we used to 
call it), Bitcoin was adopted early 
on by the criminal fraternity. Back 
in the day, the argument was 
that the WWW must be more 
than a fad because criminals 
are pragmatic: they go for 
genuinely useful rather than 
fashionable. We don’t argue 
that kind of case nowadays; we 
just call for more regulation. 
But it’s a valid, grown-up point. 
Whatever you think of the uses 
to which it was put, Bitcoin 
proved an effective enabler 
on the ‘Silk Road’ (which is, 
incidentally, a name with more 
historic resonance for e-traders 
than, say, ‘The Euro’).

Cryptocurrencies also work 
for the ‘good guys’. They’re an 
effective remittance mechanism, 
and they can ease legitimate trade 
fl ows by being impervious to 
national borders. Crucially, they 
attract innovators. In its weekend 
edition of 23/24 February 2014, 
the Financial Times listed Bitcoin 
(with a market cap of $7bn), Ripple 
($1.5bn), Litecoin ($360m), Peercoin 
($77.1m), Dogecoin ($63.1m), Nxt 
($52.2m) and Catcoin ($0.19m). 

That weekend, you could buy one 
bitcoin for $564.64 and one catcoin 
for 16 cents. Dogecoins, said the FT, 
are popularly used to tip bloggers – 
although if you do that via the <Buy 

me a cup of coffee> button popular 
with web designers, your favourite 
blogger won’t fi nd it quite as easy 
to get caffeinated as would a New 
York taxi driver wielding the extra 
dollar bills you’ve just given him.

That was the weekend before the 
Mt Gox debacle, “Bitcoin’s fi rst 
bank robbery”, which hit values. 
But the point is, there are innovators 
working around an established 

methodology (fi nite supply, etc.) and 
even building an infrastructure. For 
a small-scale trading opportunity, 
there are ATMs where you can buy 
and sell bitcoins (against your base 

currency), and for the intra-
cryptocurrency trader, there are 
eye-opening debates online 
about (to pick one example) 
the relative merits of catcoins, 
kittehcoins and nyancoins. 
You can trade CAT:BTC on the 
CoinedUp, CoinEx and Cryptsy 
exchanges, although if you 
wanted to trade USD:BTC, 
you might have to start by 
looking for a venue that takes 
fi at as well as cryptocurrencies 
at, for example, the Bitcoin 
Charts website. Bitcoin isn’t 
just something we can buy 
with our dollars; it’s the base 
(reserve?) currency for a global, 

parallel community of coders who 
live largely online. [BTC is a symbol 
in common use; XBT is also used; 
neither is an ISO 4217 standard.]

REGULATION AND TAX
We should talk about regulation 
now. And tax. The UK’s tax 
authorities recently legitimised Bitcoin 
by announcing that henceforth 
it would be taxed as a currency. 
Germany taxes Bitcoin transactions. 

Cryptocurrencies
By William Essex

Cryptocurrencies are a confi dence trick. Their valuations express a market view 
and very little else; certainly not reference to a store of intrinsic value. But the 
same could be said of US Dollars, Sterling or any other fi at currency. Whether you 
put your trust in dollar bills, credit cards or discrete little chunks of code, you’re 
not buying exposure to a gold standard. We can all kick cans down the road, but 
can we defi ne the term “reserve currency” without feeling a little uneasy?
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threats and opportunities with digital mediums of exchange

Best Bank in the Nordics 
and Baltics 2013

TNS TNS Sifo Prospera

Best FX Bank in the 
Nordics 2013

Nordea’s FIX API lets you access deep Scandie FX liquidity directly from its home markets and 
comes with easy connectivity, low latency and the security of  a globally top credit rated bank.

Looking for a superior FX solution? Discover more at nordeamarkets.com/e-consultancy

Access Scandie liquidity
straight from the Nordics.

Nordea Markets is a leading Nordic liquidity provider in the FX Markets and o� ers its customers the full range of FX products for trading and hedging. Nordea Markets is 
part of the Nordea Group, which has around 11 million customers, with a large domestic presence in the Nordics and Baltics as well as o�  ces in the U.S., Singapore, London, 
Frankfurt, Luxembourg, China and Russia. Nordea has an AA credit rating and ranks among the top 10 largest universal banks in Europe in terms of total market capitalisation. 
The Nordea share is listed on the NASDAQ OMX Nordic Exchange in Stockholm, Helsinki and Copenhagen.

nordeamarkets.com/e-consultancy 
e-consultancy@nordea.com

FIX API

130120_annons_a4_globe_final.indd   1 2013-08-30   14:18



44 | april 2014 e-FOREX

China imposes restrictions. Everybody 
else is trying to tax – sorry, regulate – 
cryptocurrencies. But nobody’s quite 
sure how to do it. Speaking in mid-
February 2014, having just chaired 
a two-day hearing on the subject, 
Benjamin Lawsky, New York State 
Superintendent of Financial Services, 
said: “Regulators have been accused 
by some of having more questions 
than answers. But I think that’s 
healthy.” Lawsky suggested that 
cryptocurrencies could be beneficial 
– forcing the payments industry to 
“up its game”, for example – and he 
also said: “Let’s be frank, a lot more 
money has been laundered through 
large banks than has been laundered 
through virtual currency.”

But cryptocurrencies remain 
largely unregulated. And 
isn’t that extra-ordinary in 
itself, given the regulatory 
– what shall we call it? 
– frenzy of recent years? 
Lawsky spoke of how the 
New York Department of 
Financial Services preferred 
to approach emerging 
issues in financial regulation 
“with a healthy dose of 
humility,” and expressed the 
hope that his speech would 
prompt “another round of 
blogs, articles, and posts”. 
This is regulatory interest in 
an emerging issue, but not 
as we know it. The overall 
FX market is itself hard enough to 
regulate, although the job is just 
about do-able, but crypto-currencies 
present another order of difficulty 
entirely. They’re not mainstream yet, 
so perhaps the issue isn’t urgent 
yet, and we’re still in an innovation 
phase, so perhaps all that online 
creativity needs to be left free – for 
the moment. And perhaps the 
underlying problem is that we just 
don’t “get it” yet.

Consider this. It takes – how long, 
and why? – to move money from 
one bank account to another. 
Cryptocurrencies move instantly. 

We’re networked in so many other 
ways; cryptocurrencies seem a 
better fit with the modern world 
than a lot of today’s clearing 
processes. Perhaps the appropriate 
analogy is not the WWW and early 
online crime; perhaps it’s early 
Facebook. That was something 
our teenage children had that we 
didn’t understand. Follow a few 

discussions online, and you hear 
something like an echo of early 
social media – except that it’s 
“geeks” (no offence) building us a 
new medium for value-exchange, 
rather than the kids inadvertently 
building us an online place for our 
profiles and our marketing spend. 
Remember seminars on how to 
“leverage” Facebook? Watch 
for the first seminars on how to 
“leverage” Bitcoin.

ChoiCes
We have choices to make. Do we 
trade BTC like it’s some kind of 
volatile emerging-market currency 

with a quirky correlation to news 
about itself, or do we firm up 
our firewalls, encrypt a very big 
wallet and set up a desk to trade 
cryptocurrencies with each other 
and/or with the majors? Or both? 
The short-term risk factors are all 
about failures of security, fraud, 
losing the laptop, while the long-
term prospects might just include 

no-latency personal banking 
and possibly the inauguration 
of a networked dollar for a 
networked world. Or do we 
hedge into cryptocurrencies, 
given the upside prospect that 
the geeks have found a way 
to compensate (tip) each other 
that will one day work for the 
rest of us?

All of the above, perhaps. 
Strip away the hype and 
the verbiage and you’re left 
with an asset class that has a 
lot in common with foreign 
exchange as we know it. But it 
isn’t FX. It doesn’t play by the 
same rules. We may be able 
to apply the same, or similar, 

methodologies to cryptocurrencies 
as to fiat, but by doing so, we are 
introducing a new, and distinct, 
set of risks to be managed. 
Another option might be to treat 
cryptocurrency units in the same 
way that, say, perceptive New York 
art dealers of almost a century ago 
treated the early works of Jackson 
Pollock. See the potential and 
buy them as an investment in the 
future. Cryptocurrencies may not 
be mainstream, but they’re useful, 
they’ve attracted significant online 
communities to their development, 
and we’re all talking about them. 
What’s not to like?
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“Another option might be to treat cryptocurrency 
units in the same way that, say, perceptive New York 
art dealers of almost a century ago treated the early 
works of Jackson Pollock. See the potential and buy 
them as an investment in the future.”
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EMIR Trade Reporting
just one step in a long term process

While reporting went live in February it is just one part 
of an ongoing process. Frances Faulds talks to several 
industry players about what’s on offer.

M
a

R
k

E
t
 I
n

F
R

a
s

t
R

u
c

t
u

R
E

The European Union regulation on 
derivatives, central counterparties 
and trade repositories introduces 
new requirements to improve 
transparency and reduce the risks 
associated with the derivatives 
market. It also establishes common 
organisational, conduct of business 
and prudential standards for CCPs 
and trade repositories. From 12 
February 2014 all counterparties 
were required to report details 
of any derivative contract (OTC 
or exchange traded) they have 
concluded, or which they have 
modified or terminated, to a 
registered, or recognised, trade 
repository (TR) under the European 
Markets Infrastructure Regulation 
(EMIR) reporting requirements.

EMIR trade reports may only be 
submitted to trade repositories 
which are registered with the 
European Securities and Markets 
Authority (ESMA), of which there 
are currently six. 

Mark Husler, CEO of one of the 
registered trade repositories, 
UnaVista, and Global Head Product 
Management at London Stock 

Exchange Group, 
believes that one 
of UnaVista’s key 
differentiators is that 
it offers firms full 
or partial delegated 
reporting to help ease 
and streamline the trade reporting 
process. Partial delegated reporting 
means that a counterparty could fill 
in 80% of the data fields on behalf 
of a client, and UnaVista can then 
flip the trade to make it dual-sided 
and allow the client to further enrich 
the data. 

He says: “We continue to work 
closely with the regulators and the 
other trade repositories to move 
towards standardisation. We also 
offer a rules engine service which 
allows the customer to send their 
data from multiple sources into 
UnaVista in any format. The rules 
engine will then normalise it, enrich 
it with our own reference data, 

validate and 
reconcile and 
determine 
which trades 
need to be 
reported.”

WELL PREPARED BY MIFID
Husler believes UnaVista was well 
prepared for the go-live date, and 
that some customers went live 
on the trade repository ahead of 
implementation. As an Approved 
Reporting Mechanism (ARM) under 
MiFID he says UnaVista has good 
experience of trade reporting, 
unlike some other trade repositories 
entering the market, and Husler says 
having the necessary experience and 

april 2014 e-FOREX | 47

MaRkEt InFRastRuctuRE

flexible software to deal with the 
volumes experienced helped smooth 
the launch.

He adds that the UnaVista Rules 
Engine is a great way for firms to 
manage the administrative burden 
of multiple different regulations, 
not just EMIR. “UnaVista manages 
the connections and data formats, 
so the clients don’t have to. When 
changes or new regulations emerge 
the UnaVista Rules Engine can be 
adjusted to include them, saving the 
customer the financial burden of 
building separate tactical solutions 
for each regulation,” he says.

As a multi-regulation repository, 
Husler also believes UnaVista offers 
a good range of services whatever 
a firm’s reconciliation requirements 
are. He says: “We believe we are in 
a good position to help firms with 
their reconciliations as UnaVista was 
originally built as a matching and 
reconciliation platform, so we are 
very strong on this front. We have 
already seen some firms switch to 
our repository, which shows there is 
choice in the market, with different 
firms looking for a particular 
solution.” 

He also believes experience counts 
when it comes to handling large 
volumes. Under MiFID, UnaVista 
processes around 1.5 billion trades 
a year, so Husler believes the trade 
repository is robust and has flexible 
technology in place to stand up 
to large volumes. Furthermore, 
being part of the LSE Group means 
UnaVista has a lot of experience of 
being a trusted, regulated business, 
and a customer’s data security is 
central to that. “Our data centre 
has the industry standard ISAE3402 
security audit to ensure the highest 
level of security,” he adds.

FLEXIBLE TECHNOLOGY
Although trade reporting went 
successfully live in the first quarter, 
there is still a long road ahead. 
Husler believes regulations need 
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to adapt and evolve with time to 
optimise the way they work and 
customers need a platform that is 
flexible and robust enough to adapt 
along with them. He says: “We 
think flexible technology, coupled 
with our background and experience 
in trade reporting, are two of the 
main reasons firms would choose 
UnaVista Trade Repository.”

UnaVista has been working 
with ESMA and the other trade 
repositories to continue to get this 
message across. There are still a lot 
of firms that need to request LEIs, a 
mandatory reporting requirement, 
so this has become the main focus 
now reporting is operational. 
UnaVista is also an approved Local 
Operating Unit for the allocation of 
LEIs.

As a provider of reference data, 
and through its Rules Engine 
UnaVista already offers ancillary 
services, as well as the fact it can 
offer assistance across a range of 
regulations, not just EMIR. London 
Stock Exchange is a Pre-LOU for LEIs 
and uses UnaVista to allocate the 

codes. It also stores a consolidated 
database of all the global LEIs so 
that customers can get all the data 
they need in one place. Says Husler: 
“We have been working with firms 
from day one on enriching data 
so that further down the line they 
can ensure their reported data is as 
accurate as possible.”

However, the fact that not all firms 
have an LEI, which is a mandatory 
field for reporting, is an issue that 
needs resolving as soon as possible 
so UnaVista is encouraging firms 
to request them if they have not 
already. “This is a big piece of 
regulation to enact so we always 
knew we would have to work 
closely with regulators and the 
industry, both leading up to the 
deadline and after it, to ensure any 
firms not reporting begin to do so as 
soon as possible,” says Husler.

HORIZONTAL MODEL
From an early stage in the 
preparations for trade reporting, 
DTCC saw the value in promoting 
a horizontal model for trade 
reporting. This, says Stewart 
Macbeth, Chief Executive Officer 
of DTCC Derivatives Repository 
Limited, would enable DTCC’s 
clients to connect and report directly 
to the trade repository, reporting 
through their counterparties (where 
counterparties such as dealers offer 
delegated reporting) or report to 
DTCC through third parties such 
as IT and middleware providers. He 
says: “We have built an interface 
to over 30 service providers to 
ensure that clients can leverage 
their existing connectivity to these 
systems to report to us. We’ve 
also participated quite actively in 
discussions with regulators and 
other trade repositories to ensure 

our clients can benefit from a 
smooth reconciliation process. 
We have worked with five other 
repositories to establish a protocol 
to best achieve this. So at the end 
of T+1, we initiate a process of 
reconciling trades with other trade 
repositories and report back to our 
clients about any discrepancies. 
In addition, we are also working 
with regulators and peers on data 
standardisation to enable regulators 
to interpret it with greater ease.” 

Macbeth says that the 
implementation of EMIR was 
operationally complex and 
unprecedented, due to the number 
of entities involved and the short 
implementation window. The 
industry as a whole went through 
a period of normalisation, but, 
he adds, the fact that market 
participants were able to submit 
10 million trades to DTCC’s trade 
repository alone on day one, and 75 
million by the end of the first week 
of reporting is indicative of the scale 
of the operation.

DATA CAPTURE
Going forward, Macbeth believes 
there are two medium-term issues 
around data capture that need to 
be addressed. One is the issue of 
lack of data standardisation and the 
second issue is fragmentation of 
data across trade repositories – both 
of which will make aggregation of 
data difficult. He says: “In Europe, 
data fragmentation has been 
addressed somewhat due to the 
need to reconcile among trade 
repositories, but if you then add 
the international dimension, the 
picture becomes more complex. 
As a global trade repository with a 
holistic view of the global derivatives 
marketplace, we believe that to get 
a meaningful data set from a risk 
mitigation perspective, the starting 
point should be defining regulatory 
goals, defining what information 
is needed and establishing cross-
border agreements among 
regulatory bodies around data 
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Mark Husler 

“We have been working with firms from day one on 
enriching data so that further down the line they can 
ensure their reported data is as accurate as possible.”
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sharing. Infrastructures such as ours 
can then play a role in ensuring that 
this data is collected and delivered 
in a meaningful way and these are 
initiatives we are already working 
on.”

DTCC has recognised the diversity of 
participants when it comes to their 
size as well as scale and frequency 
with which they trade derivatives. 
As a result, Macbeth says the trade 
repository has put in place a pricing 
structure which reflects these 
differences. The same goes for the 
reporting methodology – provided 
clients adopt a DTCC template, they 
can submit reports via spreadsheet, 
CSV files or FpML format. 

He adds: “Firms should take time to 
review their trade reporting models. 
For example, some firms may 
decide that the most cost effective 
method to report is to delegate their 
reporting to a third party or indeed 
their trading counterparty.” 

Macbeth believes firms should look 
to use trade repositories that provide 
economies of scale and choice 
when it comes to reporting, as a 

way of simplifying the reconciliation 
and matching processes. For him, 
depending on the volumes of 
derivatives it trades, a firm may 
choose different reporting methods: 
low volume users may use a manual 
process such as a spreadsheet, 
medium volume users may choose 
to use a CSV file, while for high 
volume users FpML reporting 
may be a better choice. If a firm’s 
derivatives trading volumes shift 
significantly, they would have the 
choice of transiting between these 
three options – with manual and 
fully automated choices being at 
either end of this spectrum. “In 
addition to this, firms should take 
the time to review their reporting 
methods. For example, some 
firms may decide that the most 
cost effective connectivity option 
is to delegate their reporting to a 
third party or indeed their trading 
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Steve French 

“Firms should look to solutions that help aggregate 
trading information and UTIs from their counterparts, 
simplify the reconciliation process across their trading 
relationships and provide support for the additional 
complexities associated with EMIR reporting to come…”

The first step facing the industry 
should focus on defining 
uniform reporting rules 

counterparty,” he adds.
As asset managers prepare to 
share trade data there are concerns 
that trade repositories should be 
taking steps to ensure data safety. 
Macbeth says DTCC takes data 
safety and confidentiality very 
seriously, only sharing the data 
with the regulatory authorities 
that have an authorisation to view 
the data - for example European 
data is only shared with European 
regulators. “Furthermore, our data 
centre is a standalone service which 
is dedicated to EMIR reporting for 
derivatives only,” he adds.

ECONOMIES OF SCALE
Macbeth believes the key attributes 
when choosing a trade repository 
should be the robustness of the 
technology used, proven track 
record and the ability to deliver 
economies of scale. He says: “DTCC 
benefited from the expertise and 
experience in other markets and 
as a result we continue to see high 
demand for our service, even after 
the go-live date. Moreover, our 
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emphasis on safety and certainty 
is of particular relevance to asset 
managers because of their fiduciary 
responsibilities.”

Although DTCC began an 
awareness-raising campaign soon 
after mandatory trade reporting 
was announced, Macbeth says this 
intensified following the ESMA 
authorisation of trade repositories. It 
continues to work with the industry 
to raise awareness of reporting 
obligations, especially amongst non-
financial counterparties, through 
direct workshops and other means. 

As the reporting process will most 
likely require a period of fine-
tuning Macbeth says that DTCC 
will continue to work with clients 
to make enhancements and further 
refine services so that its trade 
repository continues to effectively 
meet the reporting requirements 
of the wide universe of market 
participants that have selected their 
system. DTCC is also working to 
develop processes to standardise 
data formats, in cooperation with 
market participants, through direct 

liaison with its clients and via client 
working groups as well as through 
direct contact with regulators 
and Macbeth expects progress on 
standardisation will be made in the 
coming year.

He says: “The industry will 
undoubtedly go through a period 
of adjustment, given the scale of 
the undertaking and relative lack 
of data standardisation. We are 
fully committed to resolving any 
outstanding issues so that our 
global trade repository effectively 
and efficiently meets the reporting 
requirements of market participants 
who have signed onto our service in 
Europe.”

DATA QUALITY
Steve French, Director of Product 
Strategy of Traiana in London says 
that the key issues with respect 
to the quality and capture of data 
are largely associated with three 
main areas, namely: the population 
of particular trade report fields 
as defined by ESMA, the level of 
support for confirmed trades and 
UTI sharing for OTC trades prior to 
trade submission to TRs.

French says: “The correct population 
of trade report fields will be resolved 
as the submitted data is analysed 
and as industry working groups 
start to reach consensus across 
their members an in conjunction 
with the regulator. The issue with 
respect to confirmations concerns 
at what stage each leg of a trade is 
confirmed and has to be reported, 
which is especially difficult when 
discussing trade lifecycle events. 
Once again, consensus will be 
achieved in the industry in the 
coming months. The final challenge 
is with respect to the exchange of 
UTIs between market participants. 
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Stewart Macbeth

“DTCC benefited from the expertise and experience in 
other markets and as a result we continue to see high 
demand for our service, even after the go-live date.”

Given the multiple FX trading 
paradigms, trading platforms and 
confirmation processes – there has 
not been a single platform capable 
of sharing/matching UTIs between 
counterparts.”

To this end, Traiana has extended 
Harmony to support UTI 
management for direct trading 
relationships in addition to the 
original EB-PB give-up support put in 
place for CFTC reporting in 2013.

With reporting now live, trading 
firms will be looking to take steps 
to reduce the ongoing cost and 
administrative burden of reporting 
to trade repositories. According to 
French, the biggest administrative 
burden and ongoing cost for trading 
firms, where cost reduction can be 
applied, is in the aggregation and 
correct population of trade reports 
prior to their submission to a trade 
repository, where a firm is reporting 
directly and in the post reporting 
reconciliation required where a firm 
is relying on delegated reporting 
from their counterparts.

He adds: “Firms should look to 
solutions that help aggregate 
trading information and UTIs 
from their counterparts, simplify 
the reconciliation process across 
their trading relationships and 
provide support for the additional 
complexities associated with EMIR 
reporting to come – such as the 
reporting of valuation and collateral 
– and the introduction of other 
European initiatives.”

This is what Traiana is offering 
through its TR Connect service and 
French says Traiana is successfully 
helping firms reduce the time 
taken to assemble and reconcile 
reports both prior to and post trade 
submission to trade repositories.

Although it remains to be seen 
how reconciliation requirements 
will influence a buy-side firm’s 
choice of trade repository, French 
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Flexible participation 
options, connectivity and 
reporting options etc will 
all play a large part in 
helping them to reduce the 
administrative burden of 
compliance with EMIR,

says Traiana has noticed that some 
counterparties offering delegated 
trade reporting services are not 
giving their clients a choice of which 
TR to report to. He says: “The client 
will have their trades reported to the 
TR dictated by the reporting party 
as they are already reporting their 
own trades there for other reporting 
jurisdictions e.g. CFTC.”

“We’re working with a number of 
firms who want to report to their 
chosen trade repository, which 
may be for a number of reasons 
including having an existing 
relationship, reporting under a 
different regulatory regime or 
based on a competitive analysis. 
We typically find in this case that 
firms want to see and perform trade 
reconciliations in real-time, which is 
where our counterparty matching 
service can serve them.”

Traiana has run a number of 
industry initiatives including running 
its own webinars, spoken on trade 
show panels and is compiling its 
own regulatory newsletter in order 
to increase the level of awareness 
over the coming months amongst 
non-financial counterparties about 
their new reporting obligations. 
“Given the level of confusion in the 
market with respect to obligations 
for different trading parties, we’re 
also holding joint events with the 
ESMA registered TRs so firms can 
ask questions of all the key industry 
players at the one event. We’re 
even introducing a discussion panel 
at the next event where firms can 
ask representatives from all of the 
TRs key outstanding industry 
questions,” French adds.

As more jurisdictions mandate 
trade reporting using different 
regulatory requirements with 
respect to single sided/dual 
sided reporting, valuations 
and collateral and trade 

identifiers French says there will 
be a greater the requirement for 
more complex solutions that are 
capable of satisfying all of a firm’s 
reporting requirements. Due to 
these complexities and the fact that 
banks have many client trading 
relationships he believes solutions 
based on a combination of a 
middleware working in conjunction 
with the TRs own messaging in 
order to allow all of a banks’ clients 
to be satisfied with respect to asset 
class, jurisdiction and TR support will 
win out.

FLEXIBLE MODELS
Another registered trade repository, 
the European Trade Repository at 
CME Group, has built-in flexibility in 
terms of being able to receive data 
in all formats so it is up to customers 
how they want to send in the data 
– from comma separated data (i.e. 
an Excel file) to ‘ftp’ files. Data files 
have been received and recognised 
across all the asset classes and all 
the trade repositories are working 
together to exchange files. 

Daniel Corrigan, Executive Director 
& Chief Executive Officer of 
European Trade Repository, CME 
Group, says: “Where there are 
discrepancies or missing fields we 
are able to spot and resolve it very 
quickly. So far there have been 
only a handful of such cases and 
once resolved the problem has not 
occurred again. We are constantly 
in conversation with the regulators 
and the other trade repositories 
to improve and streamline the 
process.”

In addition to this the European 
Trade Repository at CME also offers 
a Delegated Trade Reporting Service 
which aims to help CME Group 
customers be fully compliant by 
reporting the most accurate data 
direct from our exchanges and 
clearing houses on their behalf. This 
service is up and running at CME 
Group’s US and European exchanges 
and clearing houses for exchange-
traded and over-the-counter 
markets.
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Nicolas Boatwright, Managing 
Director of REGIS-TR, says that many 
of its customers say that the trade 
repository’s flexible participation 
models are a key differentiator. He 
says: “We support a fully flexible 
model, facilitating direct and indirect 
participation through different post-
trading platforms, vendors, CCPs 
and market participants.”

In REGIS-TR, a reporting participant 
is counterparty to the trade it is 
reporting: any entity with a reporting 
obligation can become a reporting 
participant. They are able to 
accept delegation and report their 
counterparties’ side of the trade. 
A reporting third party is not legal 
counterpart to any of the trades it is 
reporting: EMIR allows the delegation 
of the reporting obligation to such 
third parties and any entity can play 
such a role either for same-group 
(internal activity) and/or on behalf of 
clients (external activity). They are able 
to report on behalf of as many LEIs 
as they wish. Non reporting entities 
are entities that have a membership 
of the trade repository to view trades 
that another entity has reported on 
their behalf (read only). These trades 
could have been sent by a third party 
or a reporting participant. They will 
be able to see all trades reported for 
their LEI. And finally, non-members 
are entities who have delegated their 
reporting to another entity and do 
not have a non-reporting access to 
view trades reported. These entities 
do not have a contractual relationship 
with REGIS-TR.

Says Boatwright: “Obviously, we 
continue to work very closely with 
ESMA and the NCAs, and our 
regulator’s portal has been available 
since the 14th February. A number 
of NCAs have requested access to 
date.”

The six trade repositories are also 
fully engaged with each other and 
have successfully agreed how to 
exchange information, reconciliation 
approaches, for example with regard 
to tolerances but given the nature 
of the implementation of EMIR, 
the level of market interpretation 
and different genesis of each of 
the TRs, it is not surprising that 
some teething problems exist with 
regard to differences in formats and 
standards.

Boatwright says: “Client feedback 
suggests that capturing the data 
may not be quite as easy an initially 
envisaged. An investment manager 
recently told us that they have to 
pull the information from four 
different platforms, consolidate and 
then send. Similarly, outsourcing 
to a third party may not resolve 
this issue either. For example, if the 
trading platforms or counterparts 
have an incomplete set of data then 
the client back-office would be 
required to complete that set. Of 
course, there are third parties who 
can assist, for example, treasury 

management system providers 
of dedicated reporting modules 
that are appended to the core 
applications.” In terms of the quality 
of the data, Boatwright says that 
differences will arise concerning 
the use of LEIs (or alternative 
identifier), UTIs and UPIs meaning 
it is important for participants to 
be completely aligned with their 
counterparties so as to avoid 
reconciliation breaks. Similarly, both 
parties to the trade will need to 
use the same UTI. It needs to be a 
completely unique global reference 
and counterparties will need to 
agree bilaterally how it will be 
allocated, who will generate and 
who will consume.

AUTOMATION TO CUT COSTS
Going forward, Boatwright believes 
that the real cost to customers will 
be in the ongoing administrative 
burden. Some customers may chose 
to delegate their reporting, with 
sell-side providers offering ‘free’ 
trade reporting on a tactical basis 
to some of their key customers. 
However, this is not always the most 
cost efficient solution either. He says: 
“For example, you can outsource the 
act of reporting, but regulators note 
that participants to the trade remain 
ultimately responsible for compliance 
with EMIR reporting requirements. 
Therefore, strictly speaking, you 
should be reconciling the information 
reported on your behalf to ensure its 
accuracy. Many participants take the 
view that if they are going to have to 
check the accuracy in any case and 
also if their provider offers the service 
under limited liability for failures/
breaches, then they may as well 
report themselves.”

Whilst REGIS-TR supports multiple 
connectivity media, Boatwright says 
the trade repository encourages 
clients to get fully automated and 
provides solutions to fully support 
this, for example, the re-use of 
MT300 SWIFT foreign exchange 
confirmations. It is also working 
bilaterally with clients to help them 
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Daniel Corrigan

“We are constantly in conversation with the regulators 
and the other trade repositories to improve and 
streamline the process.”
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EMIR Trade Reporting 

fine tune their operations around 
reporting of different instrument 
types with a view to automating at 
the earliest opportunity.

More than anything, Boatwright 
says the key is for firms to select 
the TR which can best understand 
and meet their own particular 
requirements. Flexible participation 
options, connectivity and reporting 
options etc will all play a large 
part in helping them to reduce the 
administrative burden of compliance 
with EMIR, he says. 

“An efficient intra-TR reconciliation 
process will be in place and customers 
should bear in mind that the chosen 
TR for a large sell-side participant may 
not be the most appropriate choice 
for them,” he adds.

Given REGIS-TR’s diverse client 
base, Boatwright says the 
repository has taken the view 
from the outset that it needs to 
offer a full suite of connectivity 
solutions, giving customers the 
widest choice possible to integrate 
their reporting requirements into 
their existing workflow, suited to 
their own volume and/or level of 
sophistication.

Boatwright says: “The different 
solutions we offer are already 
scaleable; a CSV file being used by 
a small corporate treasurer uses the 
same format as a big CCP like Eurex. 
Customers can instruct us using 
a range of connectivity options 
from Web Services SOAP API, SFTP, 
SWIFTNET and even leased lines 
upon request for exceptionally large 
bandwidth requirements.”

He adds that the robustness of 
a trade repository’s technology 
infrastructures and ability to cope 
with increased demands in the 
future is of vital importance as 
reporting delays could cause a 
participant to breach their EMIR 
obligations. To this end, REGIS-
TR’s IT group undertakes real-time 

system performance monitoring 
and the system is easily scalable 
intra-day. As and when additional 
reporting requirements kick-in, then 
REGIS-TR will most likely undertake 
similar assessments. To date, despite 
large volumes, no system problems 
have been reported.

During 2013, executive 
representatives from REGIS-TR 
attended 80+ conferences, road 
shows and trade events across a 
number of different sectors and 
locations. Although a large number 
of NFCs should have already 
chosen their TR, anecdotal evidence 
surrounding the allocation of 
LEIs suggests that many still have 
not so continued engagement 
with the marketplace – FCs and 
NFCs – remains important to 
REGIS-TR. “Many of our smaller 
NFC customers leverage 3rd party 
solutions like Bloomberg, Traiana, 
Misys, SunGard etc and we fully 
support this for them,” adds 
Boatwright.

For Boatwright, the main focus has 
got to be about trying to make 
meeting the core requirements as 
painless as possible for customers 
- a client base that spans the entire 
EMIR net, from small corporates to 
CCPs or global securities houses. He 
anticipates further developments 
of the platform, for example to 
cater for more niche reporting 
requirements, greater data search 
functionality and more granular 
detail. “We would envisage 
enhanced MIS and analytical tools to 
help customers digest the data in a 
more palatable format,” he says.

“Furthermore, our third party 
reporting model has taken off 
well and we are looking at 
enhancing this further. Notably, 

in the corporate sector, one entity 
may report on behalf of all of its 
affiliates and we want to help 
facilitate further centralisation in the 
corporate community.”

ADDING VALUE
In addition to the core services 
offered, REGIS-TR already supports 
a number of value-added products, 
including centralised collateral 
management and reconciliation 
services. Furthermore, with 
Clearstream’s Global Liquidity Hub, 
REGIS-TR is part of a full lifecycle 
solution for the derivative asset 
class. The “Lifecycle” initiative with 
Clearstream and Commerzbank, 
for example, offers clients a fully 
integrated end-to-end management 
service covering: trading, clearing, 
settlement, custody, advisory, 
valuation, collateral management 
and, of course, trade reporting.

For Iwona Sroka, CEO of Poland’s 
trade repository, KDPW, both ESMA 
and trade repositories are taking 
measures to facilitate the co-
operation of all market institutions. 

Nicolas Boatwright 

“We support a fully flexible model, facilitating direct 
and indirect participation through different post-trading 
platforms, vendors, CCPs and market participants.”

Iwona Sroka 

“The first and foremost issue is that the market requires 
clear guidelines. The period directly following the 
reporting start date will be the time of stabilisation, 
identification and resolution of problems by way of new 
guidelines and market solutions.”
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Such measures include dissemination 
of knowledge, harmonisation of 
solutions, exchange of information 
in reconciliation, and analysing 
needs of market participants and 
supervisors.
 
She says: “The first and foremost 
issue is that the market requires 
clear guidelines. The period directly 
following the reporting start date 
will be the time of stabilisation, 
identification and resolution of 
problems by way of new guidelines 
and market solutions. A business 
analysis must be carried out at 
each time and decisions should be 
made to select a repository and its 
solutions. This is the basic and most 
important step.”
 
UNILATERAL REPORTING
According to EMIR, the 
counterparties have the obligation 
to agree the details of a trade while 
trade repositories only support the 
process. Whatever the selected 
reporting option, reports should be 
correct and Sroka believes the best 
way forward is to opt for unilateral 
reporting. All trade repository 
operating rules, security solutions 
and procedures are subject to ESMA 
approval. According to Sroka this 
ensures that TRs approved by ESMA, 
such as KDPW-TR, offer the highest 
safety options. She adds: “We have 
a lot experience in maintaining 
data from the financial market and 
KDPW has operated without any 
technical problems for the past 20 
years.” Future stricter requirements 
should be taken into consideration; 
however, she adds, these are always 
planned in consultation and advance 
notice given.

KDPW continues to be in 
communication with the local 
supervisor and the market, and 
has taken a range of measures to 
disseminate information on the 
reporting obligations, running a 
wide scale educational campaign 
in media as well as supporting 
different market organisations 

to organise joint seminars and 
conferences.
 
Sroka firmly believes that the first 
step facing the industry should 
focus on defining uniform reporting 
rules and imposing the obligation 
on the entire market. Only after 
this phase, can further details and 
enhancements be considered.
 
In addition to compliance with the 
reporting obligations as a CCP, 
KDPW-CCP has introduced a service 
for reporting details of derivative 
trades to the trade repository 
operated by KDPW at the request of 
clearing members. Reporting can be 
delegated by clearing members and, 
through them, by their clients and 
entities concluding derivative trades 
on request of clients (brokers). 
KDPW-CCP, in conjunction with 
KDPW, has developed a number of 
relevant guidelines.

One problem which Sroka believes 
may arise in the early phase of trade 
reporting is that entities with the 
reporting obligation do not have 
LEIs. She also believes that there is 
little awareness on the reporting 
obligations, especially amongst non-
financial entities. Another issue that 
she believes may hinder the smooth 
transition to trade reporting is the 
lack of clear guidelines and the 
initial technical problems due to the 
large number of modifications there 
have been.

POSITION REPORTING
Despite the debate on the reporting 
of exchange-traded derivatives 
(ETD) and the request to extend the 
deadline for reporting by 12 months, 
the ETD reporting deadline has 
been aligned with the other asset 

classes. But while reporting works 
well for OTC trades there is a general 
consensus in the exchange-traded 
derivatives world that exposures are 
best captured at position level not 
transaction level, yet only transaction 
reporting has been mandated to date.

For ETD trades, most CCPs take 
transactions during the day, net 
them in the evening and then 
build a position, as it is the position 
element that defines the exposure. 
Owing to the lack of clarity, trade 
repositories, particularly REGIS-TR, 
have tried to shed some light in this 
murky area based on EACH, the 
Futures & Options Association (FOA) 
and other industry body guidance. 

Whilst ESMA has only mandated 
reporting of transactions, REGIS-TR 
has requested its customers to also 
report positions, thereby helping 
to ensure that the downstream 
information reported to the 
NCAs will be meaningful. Further 
clarification on this issue is expected 
to come later in the year.
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The shift to automated FX trading 
has been huge. Electronic dealing 
grew to 66% of all currency 
transactions in 2013, more than 
triple the fifth of the market it 
accounted for in 2001, according 
to Aite Group. The Boston-based 
consultancy forecasts that will rise 
to 76% of total volume in five years 
and account for around 81% of 
spot trading – the buying and selling 
of currency for immediate delivery. 

Such rapidly-evolving markets mean 
how a company manages its data 
can be the key to its survival. TABB 
Group believes finding new ways 
to store and manage big data will 
continue to be a key imperative 
for the future of FX trading. “Vital 
information is often inaccessible, 
non-existent or overlooked, resulting 
in missed opportunities to uncover 
hidden patterns, relationships and 
dependencies,” said the financial 

markets strategic consultancy.

Regulation dRives shift 
to electRonic tRading
The shift has partly been driven by 
regulation. Stricter trade reporting 
rules, anti-evasion authority, 
business conduct standards and 
Basel III capital requirements are 
all prompting FX marker players 
to shift from swaps and forwards 
into futures. Regulators are seeking 

Disruptive technology, 
feeds and the cloud 
the new way ahead for  
FX Market Data distribution

The growth of electronic trading in global FX has 
revolutionised the way that market data is distributed and 
used. But, as Caroline Henshaw discovers, with big data 
comes big responsibility: stricter regulation, the increasing 
focus on internal risk processes and cost control mean clients 
are expecting providers to deliver more for less. In the face 
of these challenges, disruptive technologies are forging a 
new path in increasingly competitive markets.
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to push more trades onto electronic 
platforms and more transparent regulated 
exchanges by making some transactions 
more expensive for banks. 

Kevin McPartland, head of Greenwich 
Associates’ market structure and 
technology advisory service estimates that 
a 5% move out of OTC FX derivatives into 
futures would cause FX futures volume to 
grow by over 50%. Already higher trading 
and clearing costs for NDFs have cut the 
number of investment firms using the 
products to 35% of investment firms in 
2012, down from over half in 2010. 

The longer-term move onto electronic 
platforms has also been accelerated 
by investigations into the rigging of 
interbank lending rates in the $5.3 
trillion-a-day currency market. Growing 
client demand for greater market 
transparency in transactions and pricing 
charges has prompted many banks to cut 
staff and rethink their trading strategies.

“The market is undergoing a data 
evolution with respect to firms ensuring 
that they have a detailed understanding 
of the nature of the data that they are 
consuming and onward distributing 
internally and externally,” said Emmanuel 
Doe, President of the Trading Solutions 
Group at Interactive Data. 

“This is being driven by market 
regulation, particularly in the US and 
Europe, whereby sell-side market 
participants and registered swap dealers 
are required to display and retain larger 

Disruptive technology, 
feeds and the cloud 

MARKET DATA
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quantities of data for extensive 
periods of time, as well as provide 
transaction reporting.”

Banks, asset managers and investors 
are also seeking new ways to 
preserve their margins in difficult 
markets. Cubillas Ding, a research 
director at Celent’s securities and 
investments practice in London, 
estimates industry players may have 
to reduce costs by 20-30% in the 
coming years to meet regulations 
and please increasingly demanding 
clients. He predicts much of this will 
focus on technology infrastructure, 
meaning many back-office functions 
will be outsourced to shared service 
providers in order to boost scale and 
operational efficiencies.

“In the coming years, we believe 
that the battleground for much 
of the industry will be cost-
effectiveness, particularly around 
infrastructure,” Ding wrote in 
Celent’s Risk Management Outlook 
for 2014. “With heightened 
uncertainty around structural and 
regulatory change, there will indeed 
be additional cost impact and 

complexity. Opportunities and threats 
in the financial services industry are 
now inextricably tied to risk practices 
and technology infrastructure.”

the luRe of new 
technologies
But it’s not only regulatory and cost 
pressures enticing market players 
to make the most of their data. 
They are also being attracted by the 
more advanced quantitative trading 
strategies now available to them. FX 
traders are now employing many of 
the advanced technology originally 
developed for other asset classes as 
regulation and cost concerns drive 
clients to apply best practice across 
different trading desks.

Peter Eggleston, head of 
quantitative solutions and 
innovations for Morgan Stanley’s 
fixed income e-commerce 
platform Matrix, said the bank is 
leveraging its existing expertise and 
infrastructure in equities to improve 
the functionality of its FX products. 
That’s been particularly effective 
in its algorithmic trading product 
suite, which has tripled its client 
base in the past year by attracting 
new players such as global 
treasury centres of corporates and 
discretionary macro hedge funds. 

Morgan Stanley is not alone. While 
global FX markets are still fragmented 
compared to other asset classes, the 
growth of global platforms has driven 
a sharp rise in computer-generated 
trading. According to the Bank of 
International Settlements, algorithmic 
trading at EBS increased from 28% 

to 68% of volume between 2007-
13, and that trend is continuing to 
accelerate. 

the need foR speed
The need for speed is also pushing 
FX market players to operate more 
like their peers in other asset classes, 
such as equities. Low-latency 
trading has moved from executing 
a transaction within several seconds 
to milliseconds, to microseconds, 
and now nanoseconds. Nowadays, a 
millisecond improvement in network 
speeds offers competitive advantage 
for financial institutions.

“A more competitive trading 
environment driven by the 
accelerating use of algorithms, 
containing trading costs, unsettled 
regulatory policy and rapidly 
advancing technology has impacted 
the bottom line. This has pushed 
quantitative trading firms to 
other asset classes – most notably 
FX,” said Louis Lovas, Director of 
Solutions at OneMarketData. 

“Quants and portfolio managers 
look to capitalize on the market’s 

Disruptive technology, feeds and the cloud 
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Cubillas Ding

“Opportunities and threats in the financial services 
industry are now inextricably tied to risk practices and 
technology infrastructure.” 

Jared Broad

“There is so much data being created in the market today 
you need more than one computer to deal with it,“
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resulting gyrations, exploiting 
inefficiencies from human 
behaviour to market structure. 
The key enablers are effective data 
management; low latency is simply 
the ante to play the game. This has 
now migrated to the FX markets 
increasing the demand for deep 
data over longer time periods.”

This trend is apparent in New York, 
Tokyo and London, and increasingly 
in the Asian financial centres of 
Singapore and Hong Kong, which 
have developed a critical mass of 
FX market players. That has not 
only created a large enough pool 
of liquidity to attract more low-
latency and algorithmic traders, 
but also ramped up competition 
to the point where the slightest 
competitive advantage can make all 
the difference.

“While external forces such as 
regulation differ significantly, 
the currency markets are largely 
following the same trail blazed 
by the equities markets when it 

comes to co-location and latency,” 
said David Taylor, Vice President of 
Product Management at Exegy.

“Like other asset classes, FX market 
participants are converging in 
major regional sites. Convergence 
in a manageable number of sites 
makes co-location feasible. With 
co-location of a critical mass of 
liquidity providers and takers, 
latency immediately emerges as a 
differentiator among competitors.”

Fragmentation breeds 
new inFrastructure 
But the globally distributed nature of 
the FX market across the US, Europe 
and Asia has made it difficult for 
traders to alleviate latency caused 
by physical distance. Attempting 
to trade even a very liquid currency 
pair requires collecting data from 
numerous locations scattered in 
different time zones to ensure 
optimal execution. Depending 
on the location of the trader and 
the matching engine, latency can 
vary widely from less than 15 
milliseconds for a local transaction 
to close to 300 milliseconds for 
cross-border transactions.

In response, vendors have started 
to develop new market data 
infrastructure in a bid to capitalise 
on the growing need for speed. 
Companies such as Market Factory 
have launched new ultra-fast feed 
handlers specifically for the FX 
market that facilitate data flow 
between and within companies in 
fractions of a second. The growth of 
these products has sparked investor 
interest: Fixnetics, which provides 
ultra low-latency hosted solutions 
for FX and is 25% owned by NYSE 
Euronext, got a vote of confidence 
when it raised $15 million in a 
combination of non-dilutive loan 
stock from shareholders and new 
facilities from Barclays in September.

Disruptive technology, feeds and the cloud 
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David Taylor

“While external forces such as regulation differ 
significantly, the currency markets are largely following 
the same trail blazed by the equities markets when it 
comes to co-location and latency.” 

One way 
market players 
are seeking 
to optimize 
their data 
management 
is with cloud 
computing

Accelerating Quant Research and Trading

PRECISION ANALYTICS – TAME THE DATA
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Still, Dan Hubscher, Director of 
Marketing at Object Trading, argues 
that speed alone is not enough for 
traders to beat the competition 
anymore. “While having fast-
performing trading technology may 
have been a key differentiator, this 
is now changing,” he said. “Low 
latency systems are necessary but 
not sufficient to competing in the 
markets. Firms need to worry less 
about speed and more about having 
a solid trading strategy in place.”

Yet one of the most significant 
integration challenges customers 
face when trying to integrate such 
new technology is uncovering issues 
in the legacy systems that they 
replace, said Exegy’s Taylor. “We 
occasionally are called upon to assist 
customers in resolving functional 
issues caused by the accumulation 
of patches and workarounds over 
the years,” he said. 

Exegy’s most popular product is its 
hardware-accelerated Ticker Plant, 
which consumes real-time market 
data feeds, uses it to perform value-
added computations such as book 
building, user-defined composite 

views and basket calculations, and 
distributes subscribed-to content 
to multiple applications. The Exegy 
Market Data System is similar but 
scales up for thousands of users. 
Exegy has also just launched an 
embedded software product, 
the Exegy Trading Application 
Platform, for smaller, geographically 
distributed cases.

OneMarketData’s Lovas, whose 
flagship OneTick product uses a 
time-series tick database, a complex 
event processing layer and an 
analytics engine to extract value 
from large data sets, said another 
challenge for clients is dealing with 
the vagaries of market data. 
“Financial practitioner’s worst 
fears are spending more time 
processing and scrubbing data 
than analyzing it,” he said. “This 
includes normalizing multiple FX 
data sources, tying indices to their 
constituents, ingesting cancellations 
and corrections and inserting 
corporate action price and symbol 
changes in equities and options 
markets.”

Searching the cloud for 
anSwerS
One way market players are seeking 
to optimize their data management 
is with cloud computing. Definitions 
of the cloud vary, but one more 
generally-accepted description from 
the National Institute of Standards 
and Technology calls it “a model for 
enabling convenient, on-demand 
network access to a shared pool of 
configurable computing resources 
that can be rapidly provisioned and 
released with minimal management 
effort or service provider 
interaction.” 

Much of the functionality provided 
by cloud computing is similar to 

older systems, only more reliable 
and efficient. Being abstracted, it 
can also evolve as new technologies 
emerge, making it not only agile 
but scalable and extremely cost-
efficient. It means that investment 
in technology migrates from capital 
expenditure – in which IT systems 
and architecture are purchased 
in a costly upfront purchase – to 
operational expenditure, similar 
to a pay-as-you-go model. Some 
researchers estimate that moving to 
the cloud can strip out more than a 
fifth of IT costs. 

“Outsourcing connectivity makes 
sense because it offers banks faster, 
more cost-efficient access to the 
marketplace,” said Hubscher. “It 
also allows staff more time to focus 
on customer-centric innovation that 
creates competitive differentiation. 
Simplifying the infrastructure, 
using vendor-supplied and vendor-
maintained systems, can allow 
a sell-side’s IT team to focus on 
innovation.”

These benefits have made cloud 
computing one of the fastest-
growing sectors of the global 
technology market, with public 
cloud services estimated to have 
grown 18.5% in 2013 to $131 
billion, according to technology 
research firm Gartner. Infrastructure 
as a service, including cloud 
compute, storage and print services, 
remains the fastest-growing 
segment of the market, expanding 
by 47.3% in 2013 to $9 billion.

The growth of cloud computing 
is also self-reinforcing, according 
to TABB Group. “The more 
cloud-based applications and 
managed services are accessed by 
a centralized user community with 
numerous devices, the more data 
will be created and backed up in the 
cloud,” the consultancy said in a 
recent report.

Yet few FX traders have made 
the leap into cloud computing. A 

Disruptive technology, feeds and the cloud 
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Emmanuel Doe

“FX is simply ‘coming of age’ in a low latency sense as it 
becomes more electronic.” 
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recent survey by OneMarketData 
found that 72.7% of respondents 
are not yet leveraging public cloud 
services to support trading due to 
concerns about security, control, 
flexibility, performance and latency. 
Four out of 10 cited a lack of 
readily available integration to data 
sources as a barrier to adopting 
cloud technology. And only around 
a quarter thought that the cloud 
would be suitable to be used for 
trades and executions.

“Fear of the cloud is still prevalent 
in capital markets based on three 
primary reasons - perceptions on 
security, cost concerns on whether 
it is really cheaper and performance 
implications of virtualized CPU 
sharing,” said OneMarketData’s 
Lovas. 

“However, these fears are slowing 
subsiding as the benefits of cloud 
begin to show through. The days of 
cloud-as-a-fad are over. It’s a game-
changer creating a major paradigm 
shift in business initiatives with its 
vast computational power, storage 
and a wide variety of application 
solutions at a lower cost structure.”

Cloud Computing may 
start to take off
Lovas believes 2014 could be the 
year when cloud computing really 
takes off as companies seek to make 
new technology savings through 
hosted services. More than three-
quarters of respondents to his survey, 
which included investment bank, 
asset management, prop trading and 
academic community, said they are 
thinking about starting to use cloud 
technology this year, primarily for 
data-intensive back-office processes. 
Top among them are data storage 
– deemed the most suitable for the 
deployment of cloud technology 
by 78.2% of those asked – large-
scale trade model back testing, 
quantitative research, and transaction 
cost and post trade analysis. 

Interactive Data is already using 
the cloud to provide customers 
with bulk access to years of tick 
data, as well as on-demand tick 

and summary information. “Large 
extensive data sets are needed for 
each of these activities, therefore 
enabling access through an ‘on-
demand’ utility model through 
cloud is a sensible approach,” 
said Doe. “These content sets, 
packaged together with our ability 
to provide small, medium and 
large scale hosting deployments 
across our global co-location data 
centers, provide our customers with 
compelling economies of scale.”

The growth of social media as a 
tool for FX data dissemination is 
also expected to drive take up of 
cloud technologies. Market data, 
news content and social media 
content – all of which are playing 
an increasingly important role in FX 
trading – were also deemed suitable 
for storage and deployment in the 
cloud by more-than two thirds of 
those surveyed by OneMarketData. 
That’s particularly important given 
that the use of data from companies 
like Twitter and Facebook is 
expected to grow exponentially in 
the coming years.

TABB Group, in its February report 
entitled: Capital Markets Data 
Storage; Strategic Imperatives for 
a New Computing Era, said some 
institutions are also migrating 
services such as human resources, 
accounting, archiving and disaster 
recovery to the cloud. That’s 
partly because the cloud offers 
a particularly good option as a 
standby virtual server environment 
for archiving and disaster recovery. It 
is also particularly effective for mid-
tier institutions, who are seeking to 
cut costs by bypassing private cloud 
investment altogether. 

“Rather than incur the costs 
of building and maintaining 

Disruptive technology, feeds and the cloud 
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Louis Lovas

“Financial practitioner’s worst fears are spending more 
time processing and scrubbing data than analyzing it.” 

Sang Lee

“While direct feeds certainly serve a certain segment 
of traders, consolidated feeds are generally better for 
those moving into new geographies and asset classes.” 
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infrastructure, paying software 
maintenance fees and supporting 
IT and compliance staffs, smaller 
firms are moving directly to cloud 
and managed service providers in 
order to compete more effectively 
with their larger counterparts,” the 
report said. 

The proliferation of algorithmic 
and low-latency traders 
has also ramped up 
the pressure to cut 
the turnaround 
time for new 
strategies. On 
average, the 
entire process of 
idea generation to 
implementation of 
can take anywhere from 10 to 28 
weeks. Given that many short-term 
strategies only remain effective 
for three to four months, rapid 
construction and implementation of 
new alpha models is becoming more 
urgent.

Jared Broad, founder of cloud-
based FX data analysis library 
QuantConnect, argues that only 
cloud computing is powerful 
enough to perform the complex 
data analysis required by low-latency 
traders today quickly enough. His 
own firm gives clients access to a 
powerful cloud-based programming 
library where they can access big 
FX data – every price movement in 
FX markets since 2007 – to develop 
and test their own programs quickly 
and at a reduced cost. 

“There is so much data being 
created in the market today you 
need more than one computer to 
deal with it,“ said Broad. “Tight 
regulations on data security, and 
fears of trading strategy theft 
stop larger institutions adapting 
to use the cloud. Some even still 
use the same excel spreadsheets 
and terminals they had in the 80s. 
Only forward thinking quantitative 
hedge funds have similar levels of 
technology infrastructure.”

expanding otC data 
Coverage
The shift towards electronic trading is 
also opening up huge opportunities 
– and creating new challenges – 
for data distribution providers that 
provide consolidated feeds of OTC 
FX market data. Participants in the 
OTC markets, faced with increasing 
regulatory demands requiring 
enhanced transparency and market 
prices, can no longer rely on sourcing 
free data from brokers’ trading desks. 
Many are also seeking to cut the 
cost and maintenance required by 
the infrastructure for direct feeds, 
the complexity of managing multiple 
feeds, the constant changes from 
feed providers, and the complexities 

of matching the various symbologies
“Given the significant growth of 
direct market data feed usage, one 
might assume that consolidated 
feeds are dying, especially given 
the decline of terminals as primary 
trading vehicles,” says Sang Lee, 
Managing Partner at Aite Group 
and co-author of a report on the 
subject. “While direct feeds certainly 
serve a certain segment of traders, 
consolidated feeds are generally 
better for those moving into new 
geographies and asset classes.”

Taylor said Exegy’s technology 
generates real-time consolidated 
feeds of OTC FX market data 
that offer clients access to highly-

MARKET DATA

“The more cloud-based applications and managed 
services are accessed by a centralized user community 
with numerous devices, the more data will be created 
and backed up in the cloud,”
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customized data sets. Clients can 
subscribe to real-time updates for 
specific instruments from specific 
markets – including a particular 
liquidity pool within a venue. The 
company’s API allows applications to 
source data from over 200 real-time 
market data sources, including ECN 
and bank currency feeds, in real-
time. 

Interactive Data has also developed 
new, more flexible commercial 
models and expanded its OTC data 
coverage. In January, the company 
signed an agreement with BGC 
Partners to provide its globally 
available OTC asset class data via its 
Consolidated Feed and through the 
7ticks network. The company offers 
co-location services that used to be 
only relevant for ultra-low latency 
exchange-traded data and access 
to post-trade data, as per new 
regulations, that opens the market 
up for new and innovative value-
added analytics, according to Doe. 
Providers of live and historical 
data are also catering to growth in 
low-latency trading in FX markets 
by delivering data with enhanced 

attributes for use in trading models, 
algorithms and analytics. Lovas said 
OneMarketData’s flagship One Tick 
product includes over 130 built-in 
analytical functions and a visual 
modeling tool to easily assemble the 
semantic logic for the algorithms 
behind quantitative research, 
trading modeling and transaction 
cost management. “This includes 
order book consolidation and spread 
analytics, volume patterns, volatility 
and regression – just to name a 
few,” he said.

next-generation 
disruptive teChnologies
Other disruptive technologies are 
also driving change in FX trading. 
The evolution of Complex Event 
Processing (CEP) technology is 
playing a disruptive role across the 
FX space and other asset classes. 
In its infancy, first generation 
CEP focused largely on areas like 
algorithmic trading. Today, a second 
generation implementation phase 
is increasingly seeing CEP being 
extended out into fields such as 
data mining, order routing, market 
surveillance and compliance.

Automated storage tiering is 
another method being used to 
improve the management of big 
data. It automates the critical 
processes of classifying data at the 
application layer and the movement 
of data to the optimum storage 
tier in order to maximize utilization. 
Given that around 60% of most 
organizations’ data is user files, of 
which four-fifths is seldom used 
30 days after its creation, this 
both improves performance and 
cuts costs. It also supports high-
frequency trading applications, 
which require sub-second support 
times and are bandwidth intensive. 

Disruptive technology, feeds and the cloud 
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“Auto-tiering is a must have for 
solid-state drives, high virtualized 
and cloud-based storage 
environments,” said TABB Group in 
its February report.

Some providers are also offering 
technology to cater to the needs 
of an increasingly mobile trading 
community, who want to be able 
to access low latency market data 
across tablets, the web and mobiles. 
While these products can’t give 
direct access to the critical hardware 
needed for ultra-fast trading 
strategies, they can offer access to a 
“thin front end,” as Lovas describes 
it, to such systems. QuantConnect’s 
Broad said he is hoping to launch an 
application for tablets next month 
that would give clients access to his 
programming library of big FX data. 

Taylor said Exegy’s Ticker Plant and 
Market Data Systems are already 
servicing a broad spectrum of 
applications, including desktops 
and databases that drive web and 
mobile applications. “The Total Cost 
of Ownership advantages of our 
hardware-accelerated appliances 
make them attractive solutions for a 
large enterprise with a diverse set of 
applications,” he said.

But Interactive Data’s Doe believes 
the new world of FX trading doesn’t 
need any more disruption – all the 
technology is already out there. 
“The reality is that there isn’t any 
new technology needed at all; FX is 
just becoming more automated,” he 
said. 

“The technology required for 
distribution in low latency form–co-
location hosting services, electronic 
matching engines, consolidated data 
across more transparent markets, 
CEP technologies, high speed, 
reliable WAN distribution, etc.–has 
existed for many years as driven 
by exchange-sourced data. FX is 
simply ‘coming of age’ in a low 
latency sense as it becomes more 
electronic.”

Dan Hubscher

“Outsourcing connectivity makes sense because it 
offers banks faster, more cost-efficient access to the 
marketplace.” 
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Banks and the Buyside: 
New developments in 
electronic FX client services

While tier one banks may have led the way in the 
development of singe dealer platforms (SDP) the need 
to compete, innovations in software and the demand for 
customisation have increasingly led many other providers 
to build their own, agile and effective platforms. Richard 
Willsher investigates.
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Dealing venues such as multibank 
platforms and ECNs would like 
to convince us that SDPs are a 
threatened species and that it is only 
matter of time before all trading 
activity moves to them. The statistics 
suggest otherwise. Data provided 
by the latest Bank of International 
Settlements Triennial Survey shows 
that “direct” venues, where trades 
are not matched and managed via a 
third party, account for roughly half 
of trades. They also demonstrate 
that there is still a role for voice of 
which more later.

“An SDP  - what bank wouldn’t 
want one?,” asks Paul Caplin CEO 
of Caplin Systems that provide 
e-distribution solutions for a large 
range of clients. “What bank would 
not want a direct relationship with 
its customers? If a customer wants 
to trade with you on-screen and you 

send them to a multi-dealer platform, 
you are weakening the relationship 
and the chances are that a far bigger 
share of their future business will go 
to your competitors. And you have to 
pay a brokerage fee on multidealer 
platforms, while your services are 
commoditised and clients will deal 
with you only if you have the best 
price. This is especially problematic 
for regional banks, where the 
relationships with the customers 
are key to their success. So banks 
want to preserve the relationships 
they have with their customers while 
transitioning to electronic, screen 
based trading.”

First movers – late 
movers
So the rationale is clear to see but 
competition is fierce. First movers 
long ago took the high ground with 
Barx, Citi’s Velocity and Deutsche’s 
Autobahn setting the pace. Yet 
these tier one players targeted 
their services to tier one customer 
segments, large multinational 
corporates, major institutions and 
asset managers for example. These 
were effectively as sophisticated in 
FX trading as the banks providing 

Paul Caplin 

“If a customer wants to trade with you on-screen and you 
send them to a multi-dealer platform, you are weakening 
the relationship and the chances are that a far bigger 
share of their future business will go to your competitors.”

FX E-COMMERCE and PLaTFORMS

Execution method by counterparty in 2013 (percentage shares)1

Source: Triennial Central Bank Survey. ©
 Bank for International Settlem

ents
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them with services. The SDP market 
might have appeared to have been 
sown up but second tier, regional 
banks saw things differently and 
their client bases required well-
differentiated services and support. 
The question was, how to develop 
an appropriate SDP cost effectively. 

“A number of factors have led 
to things turning out the way 
they have,” Caplin continues. 
“One of them is that HTML 5 has 
become a proper, grown up way 
of doing things. This permits you 
to provide clients with capabilities 
via a browser with the sort of 
performance that you used to have 
to use a heavyweight application to 
be able to access. There is now no 
impediment to providing everyone 
with access to distribution.”

Bearing in mind also that a SDP is 
just one of three access routes to 

clients, along with the multibank 
platforms and voice that are 
obligatory to offer if banks want 
to play in the market, would 
latecomers suffer from playing 
catch up to the tier one providers? 
Justin Geaney, Head of FICC Digital, 
Product & Markets, National 
Australia Bank (NAB) is currently 
working on NAB’s new starXchange 
platform and thinks not.

“We’ve just released internally our 
platform which is called starXchange. 
There is an advantage to not being 
an early adopter. We could look 
at what clients are doing on the 
dominant platforms and learn from 
their experience. The two focuses 
for us in what we are building are to 
make the user experience as good 
as possible, so we are much more 
focused on workflow, all the way 
from pre-trade to post-trade rather 
than just execution. The second 
compelling thing for us is creating a 
consistent experience across access 
points. We made a decision to build 
this on HTML5 and instead of building 
one application for the desktop and 
then another for mobiles and tablets, 
we’ve based out system on something 
called “responsive design.”

Banks and the Buyside: New developments in electronic FX client services

Justin Geaney  

“We have to provide our customers with as much or 
as little information as they request. We are not a 
supermarket, so we go much deeper with our customer 
experience offering.”
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starXchange Platform

We’ve been helping major banks build single-dealer platforms for a 
decade; not only in FX, but also rates, credit, equities, structured 
products and futures & options.
Now all that experience is available in Caplin Trader - a complete 
development suite for building HTML5 trading apps
Deliver your single-dealer platform more quickly 
and cost-effectively than ever.
Build it once, deploy it on desktops, tablets and smartphones, then 
extend and enhance it as you need. Your customers won’t need 
to trade anywhere else.

Your own unique single-dealer platform

www.caplin.com
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He says that in essence this means 
looking at the user, who might be 
a hedge fund or a corporate, then 
working out what functionality is 
most important to those users. “We 
went out and spoke to a lot of our 
clients beforehand. We actually 
took a prototype out to them. If the 
screen was this size, what would 
you want to see. And if the screen 
was the size of a tablet then what 
would you want to see. And if we 
shrink it down even further to the 
size of an iPhone what’s going to 
be the first thing you want to see 
and how would you like to navigate 
across it. So we’ve basically got one 
entry point, the URL, you can log 
into that on your desktop, tablet 
or smartphone and based on the 
type of user that you are, your 
experience should be consistent.”

Starting with a clean sheet of paper 
is appealing to many late movers, 
but existing players employ a similar 
customer centric approach. 

“It’s an evolution rather than a 
revolution,”explains Nick Downes, 
head of e-FX sales at Commerzbank 
in London. He notes that through 
its Dresdner Bank heritage the Bank 
was one of the early pioneers of eFX 
and has been providing e-solutions 
to clients for a long time. “It’s a 
constant development process, 
across platforms, risk management, 
pricing and infrastructure to ensure 
that we have compelling tools, 
products and services for our 
clients.” 

“For example, we launched 
Commander Kristall in 2012 to 
give clients the ability to structure, 
price and trade FX options. Over 
the last year we have developed the 
range of products available within 
Kristall so clients are also be able to 
trade FX investment and structured 
products.”

Downes’ colleague Stefan 
Hamberger, head of e-FIC sales, 
reiterates the incremental changes 

point but notes that the platform 
on its own is not enough. “It is 
more about the small changes and 
improvements to make it more 
compelling to a client. There’s 
no-one in the market offering a 
platform that’s completely  
different. So,it’s not only the 
platform that makes the major 
difference. It is made by the whole 
package; the sales, the relationship, 
the bank.” 

Downes and Hamberger note 
that a key element in fostering, 
developing and strengthening 
client relationships is applying data 
mining techniques to understanding 
the exact nature of the clients’ 
current and likely future needs. 
Downes adds, “We’ve put in a lot 
of development work over the last 

Banks and the Buyside: New developments in electronic FX client services

Nick Downes 

“It’s a constant development process to ensure that 
we have compelling tools, products and services for 
our clients.” 
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Helping clients 
through the regulatory 
maze is becoming a 
key offering



76 | april 2014 e-FOREX

year or so to better analyse the 
information that comes from our 
e-business, so we can gain an even 
deeper insight into our clients’ 
activity and see how they are 
trading and what they are doing, or 
not doing, with us.”

Customisation
Out of such thinking springs the need 
for customisation. “Every company 
has a different structure and business 
model and it is our job to service our 
clients’ needs,” explains Chris Knight, 
head, e-trading (East), FXRC, financial 
Markets, at Standard Chartered. “To 
this end, flexibility and customisation 
are key in how we plug in electronic 
solutions for clients. The right 
solution often drives efficiency 
besides simply providing FX for the 
corporate.” 

He adds that the days of the 
operations clerk phoning a client 
to confirm trades are nearly over 
and increasingly the back office 
infrastructure is made available to 
clients in self-service mode. “This 
is a by-product of cost pressures at 
all banks, as technology replaces 

human inefficiencies.  Also for non 
spot FX, the myriad of reporting 
and clearing mandates globally is 
making executing business complex 
and international banks, such as 
Standard Chartered, are best placed 
to guide the clients through that 
journey.”

It is worth noting that the process 
of moving to a single e-platform 
is also economical for the bank’s 
internal organisation as well as 
good for customer relations. Frank 
Strobel Director head of FX e-sales 
within cross asset sales, Switzerland 
for Credit Suisse says that his bank 
had had a fragmented offering. 
“As a client you would rather have 
one point of access.  The client 
doesn’t care how we are organised 
internally. So we needed one 
platform. With “my Solutions” we 
have a true cross asset solution 
covering the full trade lifecycle. It’s 
designed to be flexible in meeting 
our clients needs and for maximizing 
productivity. Unlike some of our 
competitors we are able to provide 
coverage on our platform for both 
the flow and structured products 
as well as  hedging solutions. We 
are developing pre- and post-trade 
functionality.”

“It’s all about seeing things from 
the client perspective”, says Strobel. 
“Within large organisations there 
can be silo thinking, that prevents 
them from thinking enough about 
the client’s needs. Particularly with 

corporates, the trading part is 
important but it is just a part of it 
and they are seeking a range of 
solutions. And then there is also the 
impact of social media. For example 
on the Private Banking External 
Asset Management side we have an 
electronic platform “eamXchange” 
where clients can do everything. 
They do their trades. They can 
talk with each other, it is not just 
the bank communicating with the 
client but clients are really able to 
interact with each other. They can 
exchange ideas, there is our research 
on there and they can give feedback 
on it and discuss it. It is really a 
social community – like an intra-
net community among our existing 
clients. This works well and we are 
able to offer something more of a 
social interaction in this way.”

At NAB Justin Geaney is also taking 
catering to customer requirements to 
the next level. “If the client is looking 
for spot execution, he will have six 
or seven platforms up on the screen, 
and he’ll hit the best price. But 

Banks and the Buyside: New developments in electronic FX client services

Stefan Hamberger 

“So,it’s not only the platform that makes the major 
difference. It is made by the whole package.”

“As a client you would rather have one point of access.   
The client doesn’t care how we are organised internally.  
So we needed one platform. With “my Solutions” we have 
a true cross asset solution covering the full trade lifecycle.”

Frank Strobel 
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In command, in control, with confidence. 

At Commerzbank, we have over a decade of experience in electronic trading. We have pioneered the 
systems, infrastructure and liquidity to keep you trading, whatever the market environment. 

Every aspect of our development is driven by what our clients tell us they need. From new products to 
advanced intuitive functionality, experience user-driven innovation with Commander – our enhanced 
eTrading platform for FX and precious metals.

Start trading today: contact ficsales@commerzbank.com

www.cbcm.commerzbank.com

Corporates & Markets

What I need is electronic trading 
that I control
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clients leave orders predominantly 
with one bank. So they want a bank 
they can trust and when it comes to 
orders they trust the bank that has 
the most stable platform. The bank 
that provides you with the price 
consistently that is the closest to 
where the market is when the order’s 
executed. So they always leave their 
orders with the same bank. They 
tend not to split them. So it’s really 
important to have good, reliable 
pricing, good information, a stable 
platform, liquidity, quick STP.”

He goes on to talk about customising 
communications with clients. “Our 
clients told us they wanted a text 
as soon as an order is lodged. They 
wanted a text whenever an order is 
cancelled or amended. They wanted 
a text at X per cent away from the 
market so that they would know 
that their order is getting close. They 
want a text when the order is part 
filled, then a text when the order 
is finally done. Then we get clients 
that say, “well I only need some of 
those texts, so can I have the option 
to suppress certain messages?” 
Others want e-mail notification 
or notifications on their iPad or 
their phone – and this is actually 
difficult to build. I don’t know 
many banks that have gone to that 
level of customisation in terms of 
information. In Australia where many 
of our clients work with us on voice 

over the phone and we are looking 
to move them online to self-service, 
we have to provide them with as 
much or as little information as they 
request. We are not a supermarket 
so we go much deeper with our 
customer experience offering.”

The year of mobile Trading
Geaney constantly refers to mobile 
as a significant element in NAB’s 
thinking. This gels with Paul Caplin’s 
views on the way the market may 
develop this year and into 2015.

“2014 is going to be the year 
of mobile trading,” says Caplin, 
particularly in the wealth 
management space. “It is very clear 
to us that it is about to happen in a 
big way. Big banks are now offering 
full-blown trading on mobile 
devices. They are doing well out 
of it, such as Citi – on the Caplin 
platform. JP Morgan is offering it 
too. There is much clamour in the 
emerging markets where they prefer 
to deal on the mobile devices… 2 
or 3 years ago banks were offering 
prices and a blotter on mobile. Then 
a handful of banks took the plunge 
and started offering trading, and 
they have done very well. I think 
there is going to be a stampede in 
mobile this year, especially Far East 
and Africa.”

Heading the list of priorities for 
mobile trading is security and at NAB 
they have been working out how 
four-eyes approvals can work. They 
have been doing this internally first, 
with authorisation processes set up 
with line managers to be able to 
approve certain functions remotely 
from their mobile or tablet. Geaney 
sees this as a precursor to rolling out 
such functionality to clients.

Cross asseT Class 
Meanwhile the holy grail of making 
SDPs capable of handling a variety 
of asset classes continues to lure 
banks. Some have been successful, 
some have cast doubt on cross asset 
class capability as being necessary.

Banks and the Buyside: New developments in electronic FX client services
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“Investors have long since 
demanded cross asset trading 
capabilities but, historically, banks’ 
siloed technology systems have 
not been able to support a single 
account view across multiple asset 
classes,” says Conor Ringland, 
Head of Front Office at Saxo Capital 
Markets. “At times, the problem is 
compounded by institutions having 
separate entities responsible for a 
given asset class.” However Stefan 
Hamberger at Commerzbank, 
where the client profile differs from 
that of Saxo, is sceptical. “I would 
question whether setting up an 
SBP for fixed income and swaps is 
apprioriate for us, as the majority of 
the business is on MDPs. Instead, we 
have focused on providing access 
to commodities which is of interest 
to both our institutional and retail 
clients. For example we are seeing 
a strong growth in retail demand 
for commodities in Asia as well as 
for structured products which our 
Kristall platform is able to address.”

Meanwhile everyone we spoke 
to in our research highlighted the 
same two significant areas. The 

first was full trade flow, from pre-
trade research, through trade and 
post trade settlement and services 
that meet the need of clients’ 
ERP systems. These have become 
essential offerings. At the same 
time regulation and compliance 
and helping clients through the 
regulatory maze, providing them 
with the ability to trade within new 
and evolving controls is, as Standard 
Chartered’s Chris Knight explains, 
becoming a key offering. 

“Starting with the US, Dodd Frank 
is creating new ways of interaction 
amongst the corporates, regulators 
and banks. As a bank, we need to 
embed these requirements to enable 
our clients to meet their regulatory 
obligations. In Europe, EMIR and 
MIFID II have not fully played out. 
While we expect more trading to 
go via MTFs/OTFs in the medium 
term, as a bank it is important that 
we continue to support our clients’ 

pricing and execution needs in the 
meantime. In Asia and the rest of 
the world, it’s about giving corporate 
buying centres access to all the 
markets they need in an efficient way. 
Standard Chartered for example has 
launched an electronic central and 
regional treasury model that allows 
treasurers to efficiently hedge for all 
legal vehicles under their remit.”

Over all then the picture of how 
banks now relate to buyside clients 
is coloured by a few key elements. 
Regulation and the changing rules 
for trading play their part, as we 
have seen. But sensitivity to customer 
needs and providing appropriate, 
customised capabilities is perhaps the 
most important feature. 

Offering the full scope of pre- and 
post-trade services has become 
an essential element in meeting 
client needs and expectations. And, 
from the provider’s point of view, 
this harnesses e-capabilities to 
cement client relationships, which 
might otherwise be lost to multi-
bank platforms where price is the 
dominant differentiator. 

FX E-COMMERCE and PLaTFORMS

Chris Knight 

“Every company has a different structure and business 
model and it is our job to service our clients’ needs.” 

Standard Chartered’s Straight2Bank Exchange Platform
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What does Morgan Stanley 
offer in FX trading that 
competitors don’t?

DW: Morgan Stanley’s differentiator 
is our focus on understanding our 
client’s needs, partnering with 
them, and applying our offering to 
suit those needs. For many clients, 
Matrix is a critical part of that 
offering across all or part of their 
pre-trade, trade and post trade 
fl ow. For example, a client may take 
advantage of our market leading 
pre- and post-trade Transaction 

Cost Analysis (TCA) on Matrix, 
but allocate through a 

third party.  Matrix 
is our storefront, 

but behind it are 
robust services 

available to our clients’ particular 
workfl ow.   

A number of clients are reassessing 
their execution methodology and 
are looking for a combination of 
enhanced execution via products 
like algos, while at the same time 
increased effi ciency.  At Morgan 
Stanley, we have always focussed 
on effi ciency and on leading with 
intellectual capital backed by 
investment in technology.  As a 
result, we are able to apply our own 
experience to the client’s needs.

PE: We’ve also tried to really focus 
on the content side of what we 
deliver. It’s about sitting down with 
a client and identifying how our 
solutions can help to improve their 

Morgan Stanley Matrix 
pushes new boundaries
Morgan Stanley’s focus on delivering market-leading quantitative analysis 
tools through its fi xed income e-commerce platform started to pay dividends 
last year. Facing stricter regulations and tighter profi t margins, a growing 
spectrum of clients are using Matrix’s advanced functionality for unrivalled 
pre and post-trade transparency and to enter the world of algorithmic trading. 
Caroline Henshaw spoke to David Wright, head of FX electronic distribution 
and product development in Europe & the US, and Pete Eggleston, head of 
Quantitative Solutions and Innovations (QSI), about how the bank is tailoring 
its unique tool set to the needs of its clients.
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“Last year we tripled the number of clients trading our algo 
products, which coincided with us launching a unique set of 
decision support tools for algorithmic trading.”

Pete Eggleston
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processes. That’s what clients expect 
from Morgan Stanley: intellectual 
capital. We’re really trying to help 
them do their job better and be 
smart about how we do that.  

How do you customise your 
offerings for particular clients?

PE: We always try to customize 
our offerings to best fit the client 
environment and workflow. Our 
applications can be accessed from 
a browser, desktop, excel add-ins, 
automated batch jobs or even 
seamlessly embedded within  
client’s own existing applications. 
Our aim is to be a partner to the 
client and we’re very flexible with 
delivering our analytics in order to 
achieve that.

Are you planning further 
upgrades to your FX  
platforms in 2014?

DW: Yes, a significant amount of 
our overall global IT budget goes 
toward our e-commerce platform.  
Specifically, we will continue to 
expand our QSI offering, our order 
and algorithmic trading, options, 
and of course necessary changes 
due to regulation.  Optimizing 
execution for clients is a key focus 
and we feel that algorithmic 
trading has provided a particular 
opportunity for clients to more 
directly interact with the 
ideal combination of 
principal and ECN 
liquidity.  At the 
same time, we are 

PLATFORM PROFILE

David Wright

“At Morgan Stanley, we have always focussed on efficiency 
and on leading with intellectual capital backed by 
investment in technology.”

Pre-Trade FX Transaction Cost Analysis, comparing risk transfer and algo cost estimates
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focused on providing our clients 
the necessary post trade services to 
complete the flow.

How much do you work across 
asset classes?

DW: Matrix was designed 
ground up as a cross asset fixed 
income platform.  As markets 
have developed, especially in the 
algorithmic space, we have also 
leveraged our existing equities 
infrastructure for FX. We have one 
of the top equity platforms which 
has received significant investment 
to build a high speed, high capacity 
execution venue for clients.  We 
have leveraged this infrastructure, 
but also made significant changes to 
apply it to FX. 

PE: We’re also working to apply 
our best innovations from FX across 
other asset classes. In the past 12-18 
months we’ve seen a lot of clients 
asking if we can apply our solutions 
to other markets, such as sovereign 
bonds. With regulatory drivers like 
Dodd-Frank affecting everyone, 
clients are trying to replicate best 

practice across all of their trading 
desks.

How do you adapt to your 
changing client base?

PE: Traditionally, a subset of pension 
funds, asset managers and CTAs 
were utilising TCA analytics and 
algorithimic execution. However, 
in 2013 there appeared to be a 
step change in the interest in these 
products across all client sectors and 
we’re now talking to many more 
asset managers and also global 
treasury centres of corporates and 
discretionary macro hedge funds. 

Last year we tripled the number of 
clients trading our algo products, 
which coincided with us launching 
a unique set of decision support 
tools for algorithmic trading. One 
concern we hear from many clients 
is that there’s too much choice when 
it comes to algos. They don’t know 
which products to use when, or how, 
or why. Our technology makes it easier 
to decide which one to choose, how 
long to trade it for and when will be 
the cheapest time of day to execute.

What are the key drivers 
for clients seeking your FX 
solutions?

DW: Regulation was a key driver 
for everyone in 2013. As a US bank, 
our focus has been on helping 
clients to navigate the regulatory 
environment and assure compliance 
with Dodd-Frank. At the same time, 
because we earmarked resources 
for ongoing investment in our FX 
platform, we’ve also been able to 
do a significant re-vamp of Matrix 
itself, and a lot of investment in 
algos and QSI. It’s been an exciting 
time because we’ve been able to 
significantly enhance the platform in 
an extremely difficult environment.

PE: There’s no doubt performance 
is another key driver; it has been 
another challenging year for people 
to make money in currencies and 
so every basis point counts. With 
regulatory and other drivers, you’ve 
got a perfect storm of factors 
pushing people to seek increasing 
transparency, algorithmic execution 
and much better pre- and post-trade 
cost analysis.

Morgan Stanley Matrix pushes new boundaries
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Example algo ticket displaying estimated intraday liquidity to assist in trade timing and parameter selection



ADS Securities has one big advantage over many 
of its competitors: it started with a blank sheet 
of paper. It could draw its future with an eye to 
the rapidly changing world in which it was set to 
operate, while many competitors were playing 
catch-up, dogged by traditional ways of thinking 
and working and by legacy systems.

With substantial private capital backing and built 
by investors and traders for investors and traders, 
ADS has made rapid progress in attracting an 
international institutional, professional and retail 
customer base. And it looks out from its Abu Dhabi 
base towards the booming markets of the Far East, 
at its own Middle East time zone and on to the 
traditional financial markets of Europe, knowing 
that it has the financial and technological firepower 
to play a significant role across all of those theatres.  

Philippe Ghanem is the Managing Director and 
Vice-Chairman of ADS Securities.  He is known 
as an entrepreneur and an innovator within the 
industry. He believes that ADS Securities’ success 
has been achieved by building a specialist team in 
the context of current market conditions, new and 
developing regulatory environments and emerging 
patters of wealth creation and investment. His 
vision for ADS’ future is a clear and long-sighted 
and we asked him to share this with e-Forex  
readers

With Philippe 
Ghanem at 
ADS Securities    
The Middle East’s largest forex broker

e-Forex talks with Philippe Ghanem 
who is building a Middle Eastern FX 
powerhouse in Abu Dhabi
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Philippe, what are your day-to-
day responsibilities within the 
firm?

Within the team my role has two 
very distinct and often separate 
parts.  Half of my day-to-day work 
is about anticipating the issues and 
getting involved in the detail and the 
other half is as a catalyst developing 
the future strategy and direction 
of the company.  This means, for 
example, that I will routinely walk 
from a client meeting, discussing 
trading terms, into a room to explain 
the work of ADS Securities to an 
international business delegation.  
At all stages in the day I track the 
flow going through the company 
and follow market volatility. I never 
want to get too far away from my 
trading background.  

What does this enable you to 
do in driving the business?

ADS Securities has grown quickly, 
creating a unique offer in the 
FX marketplace.  This has been 
achieved by putting together a very 
experienced team from all the main 
financial markets.  I believe that one 
of the keys to driving the business 
forward has been by focusing on 
bringing together the right people 
and being very hands on with the 
issues.  The firm is multi-cultural  
and by looking at the detail and 
thinking ahead it has been possible 
to create a team which can deliver 
the results in all the main markets 
and deliver the results shareholders 
are looking for.   
 
At all stages there is a need to look 
in the mirror and be very honest 
about what is being delivered and 
what can be delivered.  This internal 
review is critical with recent changes 
to regulations and more stringent 
compliance requirements affecting 
many markets. There is no value in 
developing products that will have 
restricted access and selling them in 
markets that will be facing greater 
regulation. We have to continually 

look at and assess our offer and 
where we do business.

What is your vision for ADS?

ADS Securities already provides 
a range of institutional and retail 
FX trading services, and is now 
expanding its range of investment 
services to offer wealth and asset 
management.   In just two years 
it’s established itself as the largest, 
by volume, forex brokerage in the 
Middle East.  My vision for the 
company is both geographical and 
product based.  We have opened 
a new office in Hong Kong and 
Asia, which we see as the most 
important market for the company 
in 2014.  This position is backed by 
the move to trade the CNH and to 
look at developing a range of RMB 
denominated investment products.  
Alongside the forex business ADS 
Securities has developed a very 
successful Global Markets team, 
which trades a full range of OTC 
products and includes a very 
successful fixed-income desk.  In 
2014 more investment banking 
services will be brought online 
allowing the company to provide a 

greater range of trading services for 
clients.  The demand from institutions 
and high net-worth investors is 
extremely high and the Middle East 
has the financial strength and the 
political and regulatory stability to be 
able to satisfy this demand.

In a nutshell please describe 
the key achievements of ADS 
to date.

In three years ADS has moved from 
trading zero volume to trading 
many yards a day.  The goal is for a 
further significant increase in flow 
by the end of the year, making the 
company one of the leading non-
bank forex brokerages.  Currently 
trading takes place on 60+ currency 
pairs and is supported by a growing 
number of CFDs.  Through the 
year, our focus will move to 
ADS Securities   new multi-asset 
platform, OREX Optim, which will 
offer options, NDFs and a wider 
range of OTC products.  As a private 
company trading revenues are not 
published but the company reached 
profitability ahead of target and 
continues to expand its offices and 
offer across Asia and Europe.
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Why did ADS decide to base 
itself in Abu Dhabi and, 
having been closely involved 
in helping to create the Abu 
Dhabi Global Market, the first 
Financial Free Zone in the area, 
what is this and what are its 
objectives?

Capital, stability, time zone and 
opportunity were all behind ADS 
Securities’ decision to set-up in 
the Middle East.  Abu Dhabi is 
very quickly developing into an 
important financial hub, and has a 
reputation as a city where you can 
do business.  The company 
was established by forward 
thinking local investors 
who realised that there 

was a gap for a well-capitalised FX 
company operating from a regulated 
and stable marketplace.  The 
geographical location of Abu Dhabi, 
sitting between the financial centres 
of the Far East and those in Europe, 
allows flow to be managed between 
these markets.  

The announcements establishing the 
Abu Dhabi Global Market, operating 
from a financial freezone on Al 
Maryha Island, close to the centre 
of the capital, is very good news for 
the region and for ADS Securities.  

The laws governing the freezone 
have been looked at in detail and 
for the first time in the Middle East 
will closely mirror those in the main 
financial markets.  This will allow 
clearing and settling, netting, prime 
brokerages and market making 
across a full range of OTC products.  
ADS Securities wants to be able 
to take advantage of this and to 
increase its role as a market maker, 
setting a price from Abu Dhabi 
across a range of instruments.  ADS 
wants to be a first mover to the new 
financial zone.

With Philippe Ghanem at ADS Securities
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are focused on making sure that 
ADS sets some of the best prices 
anywhere in the market and can 
back these up with strong execution 
and unrivalled client support.  The 
combination of price, execution and 
client service are all delivered in the 
regulatory environment of the UAE.  
ADS is regulated by the Central 
Bank of the UAE, which offers 
strong and workable regulation.  
Confidence in the UAE and Abu 
Dhabi is growing all the time, and 
more and more institutional and 
high net-worth individuals want to 
have their accounts and funds based 
in the country.

Although located in Abu 
Dhabi, ADS is expanding 
internationally. Where else is 
ADS now doing business, how 
successfully and where will it 
expand in the future?

ADS Securities is a global business 
and flow comes from three main 
geographical regions, Asia, Middle 
East and Europe.  Through 2014 
the main area of expansion will be 
Asia, but we expect growth across 
all markets.  The expansion in Asia is 
being focused on the new regional 
HQ in Hong Kong, which is being 
run by ADS Securities Head of Asia, 

The e-Forex InTervIew

ADS attracted considerable 
backing in order to launch 
the business. How much and 
what benefits has that backing 
had in enabling you and your 
team to create a full service 
brokerage, carefully modelled 
from the ground up and 
located in the Middle East?

ADS Securities’ capitalisation 
has been core to its business 
strategy.  It has provided access 
to LPs and PBs as well as allowing 
the company to have a long-term 
capital (technology) investment 
programme.  All these elements 
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With Philippe Ghanem at ADS Securities
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Desmond Yeo.  The office has a 
category three license issued by the 
Hong Kong Securities and Futures 
Commission, and will build on the 
business which ADS already has in 
the region.  ADS Securities has also 
said that it wants to look at other 
markets where it can be regulated, 
including Europe, and this will be 
central to the company’s strategy 
through 2014.

Who are typical ADS 
customers, where are they 
located and  why has the 
firm chosen to service these 
groups?

ADS Securities works with a full 
range of customers in all the 
main markets.  One of the unique 
elements of the company is that 
it was established to service 
institutional customers.  From banks 
through to funds and corporates, 
the Optim products meet the 
requirements of high-volume, high 
frequency, specialist forex traders.  
The level of support and service 
required to manage these clients is 
then made available to private and 

high net-worth clients.  Emphasis is 
always on getting the best possible 
price and making sure traders can 
execute on this.  Market analysis and 
sales trading support is all built into 
the package. ADS Securities works 
with clients in all the main markets 
from hedge funds in Boston through 
to Middle East IBs.  The company’s 
mantra is to be able to provide 
excellence to all clients whatever 
their access point into ADS. All 
traders have the same professional 
support whether they are opening a 
US$500 account or looking to place 
a yard a day.  

What do traders like about 
doing business with ADS?

This can be narrowed down to two 
main points – price and support.  
The level of client support provided 
and the aim of achieving excellence 
is extremely important.  ADS 
wants to give clients the value they 
deserve.  This has to be aligned with 
the spreads they are trading on and 
by offering exceptional pricing to all 
clients.  ADS Securities is a company 
founded and run by investors 

and traders, so there is a real 
understanding of what clients are 
feeling and want.  The products and 
services have been developed by a 
team that knows what it is like to 
be on the other side of the screen.  
Being based in the Middle East, ADS 
can offer tier 1 bank liquidity, non-
bank liquidity and unique regional 
liquidity.  The liquidity is pooled and 
managed so that it can be aligned 
to the trading strategies of clients, 
ensuring that they get the best 
price as and when they need them.  
ADS was formed to work with 
institutional clients and the pricing 
and support institutions expect is 
now given to all clients.  This is one 
of the main ways that ADS Securities  
is able to differentiate itself in a very 
competitive marketplace. 

Why did ADS decide to launch 
its new multi-asset class 
platform OREX Optim and will 
you outline some of its key 
features and benefits?

Clients need their forex provider 
to be innovative and to invest in 
systems that give them a trading 
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advantage.  This cannot be achieved 
if the IT strategy and development 
is outsourced.  You need to have 
the knowledge and the insight with 
the company.  For ADS Securities, 
OREX Optim is a long-term project 
that provides clients with a new 
generation, low latency platform 
with better fill, tighter spreads and 
low rejection rates.  The platform was 
specified and is being developed by 
an in-house team, giving ADS control 
of its technology so that it can be 
flexible to client needs.  The new 
platform offers fast pricing  – with 
latency of 7ms for market orders – 
and is already providing a 65 per cent 
improvement in spreads and prices.  
Advanced monitoring is in place 
through Corvil and the platform 

will be continually developed and 
enhanced.  It has been designed 
as a multi-asset platform, with the 
necessary interconnectivity covering 
margins and risk, built in from day 
one.  As traders look to diversify 
portfolios and for those looking to 
expand the asset classes they trade, 
it will provide a very flexible trading 
tool.

How important is trading 
technology to ADS and 
how are you leveraging 
it to enhance your value 
proposition?

As clients from retail through 
to institutional become more 
sophisticated and demanding 

the days of setting up a major 
FX brokerage relying on white-
labelled technology have gone.  
For a company of the size of ADS 
Securities and with the ambition 
that the company has, we always 
knew that we would need to 
offer proprietary, state-of-the-art 
trading technology.  This provides 
the flexibility and responsiveness 
we are looking for. We can work 
with clients to provide unique 
solutions, which give them a real 
trading advantage.  Whether it is 
introducing the latest API or FIX 
connectivity or the ability to add 
additional analysis for individual 
traders, ADS Securities wants to be 
in control of the solution.

Abu Dhabi is very quickly developing into an important financial 
hub, and has a reputation as a city where you can do business.
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What steps is ADS taking to 
offer access to new trading 
and investment opportunities 
– for example social trading?

ADS already offers clients a number 
of options for auto-trading, which 
allow them to follow trading signals 
generated by either one or a list 
of traders.  They can evaluate their 
actual performance in a transparent 
and accurate way, benchmarking 
themselves against others in the 
market.  

Trading communities are becoming 
very popular and the more traders 
interact with each other the more 
that they are aware of the services 
being provided.  This makes them 
much more discerning and means 
that as a service provider ADS needs 
to offer the best possible support 
and products.  I believe that social 
trading is a win-win for the industry.  
If traders work together and become 
successful they will trade more and 
introduce more people to forex 
trading.  This is an area we are 
investing in.  We already provide 
extremely high-quality proprietary 
research, which is provided free to all 
our clients and we are looking to be 
able to provide a way for clients to 
share signals and trading knowledge.

ADS has been quite vocal 
in its advocacy of the RMB 
as a future, major trading 
currency What is your vision 
for the RMB and why do you 
hold these views, given the 
controlled and restricted 
governance of the Chinese 
currency to date?

In late 2010 ADS Securities was 
saying that the RMB (CNH) would 

continue to strengthen against the 
USD and in 2014 we have seen 
new levels set and new volatility.  
The issues affecting the global 
economies have impacted all the 
main currencies from the dollar to 
the yen, which has left a gap for 
traders looking for a safe-haven 
currency. The much talked about 
slowdown in the Chinese economy 
is happening and there is a need 
for China to change from an export 
driven economy – which for many 
years has directed their control of 
the RMB – to an internal market 
strategy. To achieve this there needs 
to be a relaxing of currency controls 
and a liberalisation of investment 
opportunities. Through 2014 we 
will see a dramatic increase in the 
trading of the RMB and we want to 
be able to provide our clients with 
access to the currency.

“My vision for the company is both geographical and 
product based.  We have opened a new office in Hong 
Kong and Asia, which we see as the most important 
market for the company in 2014.”
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than having to keep looking for new 
markets and loopholes.

Do you expect retail forex 
to continue to undergo 
consolidation and what impact 
would that have on the wider 
market?

The retail market has changed. 
Clients are more in control of their 
positions and are demanding a lot 
more from their FX company. They 
need to see added value and know 
they are trading with a company 
that genuinely wants to see them 
improve their P&L. If they believe 
that the company is happy to see 
them crash and burn they will move 
to a provider who will support 
them and offer the service they are 
looking for. This does mean that 
there will be further consolidation in 
the market. Brokerages will need to 
invest in clients, but they also need 
to invest in managing regulation and 
to expand their compliance teams. 

Global financial regulation, is 
this is hindrance or a help, a 
risk or an opportunity for ADS 
and for the markets in which it 
operates?

ADS Securities’ has a long term 
view of the market so would rather 
work with strong regulators who 
have defined rules and guidance. 
In some markets regulation has 
become politically motivated, 
which can make it restrictive and 
difficult to manage as a business, 
but this is better than unregulated 
markets. Any broker, looking to be 
around for many years, wants to 
be sure if they invest in a market, 
that rules are in place which will 
maintain that market, and the 
business opportunity. If you invest in 
an unregulated market it is almost 
certain that at some stage this will 
be regulated and there will be a 
high probability that some or all of 
your investment will be lost. It is 
better to work with regulators rather 

These operational costs will require 
further efficiency that can best be 
achieved through consolidation and 
increased size.

Conclusion

2014 is clearly going to be a big year 
for ADS and China and the future of 
the RMB has a big part to play. But 
Philippe Ghanem’s vision is much 
broader than that. The emerging 
clarity, if complexity, of regulation 
covering trading across a range 
of asset classes and jurisdictions 
was bound to figure large in the 
development of ADS, as at every 
other market provider. But the firm 
is demonstrating its willingness 
and agility in working with new 
regulatory conditions as they emerge 
and is investing substantially in 
the technology to accommodate 
whatever the new trading 
environment will look like. Some 
competitors will look enviously at 
ADS’ positioning and resources but it 
is clear that Philippe Ghanem is taking 
nothing for granted as he guides and 
monitors the emergence of the firm 
towards becoming a significant global 
player in the market.

“Clients need their forex provider to be 
innovative and to invest in systems that 
give them a trading advantage.” 
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FX swaps and forwards received 
exemptions from trading and 
clearing requirements imposed on 
NDFs, FX options and derivatives 
in other asset classes. However, 
they will still feel the impact of 
trade reporting requirements, 
anti-evasion authority, business 
conduct standards and Basel III 
capital requirements, and according 
to a recent report by Greenwich 
Associates these influences are likely 
to encourage a shift of some FX 
swaps and forwards business into 
exchange-traded futures.

Already, higher costs of margining 
and clearing are impacting the use 
of NDFs. Greenwich Associates 
reports that over half of investment 
firms used NDFs in 2010 and at the 
end of 2012 only 35 per cent used 
them, with hedge funds leading the 
pull back.

Furthermore, the Greenwich 
Associates report estimates that as 
little as a 5 per cent shift of OTC 
FX markets to exchange-traded FX 
instruments could result in a 50 per 
cent increase in FX futures activity 
on exchanges as the FX industry 
looks for cheaper alternatives. 
Further still, the study points to 
three reasons exchange-traded 
derivatives have become more 
attractive globally: international 
reporting, money laundering, and 
capital requirements; new scrutiny 
of NDFs and currency options 
because of the leverage they carry; 
and pricing pressures that new 
regulatory changes will have on OTC 
derivatives.

LeveLs the pLaying fieLd
Dan Carrigan, President of NASDAQ 
Futures, says that the exchange-
traded FX levels the playing field 
and is increasingly appealing to a 
more diverse user base globally.  He 
says: “When brokers service client 
FX orders, they must adhere to the 
rule ‘know your customer’ before 
executing orders, large or small. The 

Safe, secure 
and efficient 
capturing the 
real benefits of 
On-Exchange 
FX trading

The impact of the regulatory changes will 
stretch beyond just the products that fall 
under mandatory clearing. Frances Faulds 
looks at how the exchanges are becoming 
more attractive to FX traders and how 
they are preparing for future growth.
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same rule applies when it is time for 
the broker to find an FX counterparty. 
At some point, big players like banks 
and brokers may bump up against 
pre-established credit limits. NASDAQ 
OMX brings a solution to all players in 
a fair an openly transparent market; 
an exchange-listed FX options 
product which clears at the Options 
Clearing Corporation (OCC).” 

Carrigan says OCC is the backbone 
of US equity options industry, 
handling clearing for NASDAQ 
OMX FX options.  Accordingly, risk 
management is in place from the 
carrying brokerage firm collecting 
initial margin to NASDAQ OMX 
regulating trading through to the 
OCC guaranteeing the performance 
of each trade.  Says Carrigan: “This 

is one straight-through-processing 
model that knows its customers can 
count on for FX trading strategies.”

He adds that whilst NASDAQ OMX’s 
FX options have been around since 
2006, they are now increasingly 
gaining attention from OTC 
participants. “We believe they see 
value in a fully electronic central 
order limit book which affords a 
full picture of all resting bids and 
offers. Since our FX options are 
standardised, they are easy to 
understand, easy to trade and easy 
to manage,” he adds.

As an SEC-registered exchange for 
the listing and trading of options, 
NASDAQ OMX PHLX is already fully 
integrated with its member firms, 
including banks and broker dealers. 
The exchange has multiple security 
layers in place with its members.  In 
turn, members put into place their 
own security layer for market access 
to customers. Clients can leverage 
NASDAQ OMX FX options no 
matter where they reside. As long as 
investors have a securities account 
with a US broker dealer, they may 
access standardised products where 
capital requirements are handled. 

FX options are tradable in any 
options approved brokerage 
account.  Simple options strategies 
of long and short put and call 
strategies may be complemented 
by complex order ‘spreads’ of up to 
six legs.  One-year expiry FX options 
are available to assist hedging 
operations.

The traditional role of the exchange 
is to match specialist and market 
maker quotes (bids and offers) with 
customer orders.  NASDAQ OMX 
PHLX offers specialists and market 
makers the necessary means to 
trade on its open outcry trading 
floor or electronically with proper 
risk management systems in place. 
Also, all displayed bids and offers 
are disseminated via the Options 
Price Reporting Authority (OPRA).

FX ON EXCHANGES



Says Carrigan: “NASDAQ OMX is 
a proven innovator in various asset 
classes. Our focus is on improving 
the customer experience both in 
listed products and services.  
Many OTC FX traders have 
been forced to leave the US for 
opaque and unregulated market 
destinations. One of our solutions is 
products delivered in a transparent 
and regulated environment that 
engenders investor confidence.  
We believe we can win back these 
customers by building an ecosystem 
of market makers and order 
flow providers seeking to deliver 
a robust FX trading experience.  
Today, we have extended this value 
proposition to securities traders 
everywhere with NASDAQ OMX FX 
Options.  Tomorrow, we look to add 
additional FX products that provide 
even more investment and trading 
opportunities.”

Broadened access
On the back of the expected growth 
in interest in exchange-traded FX, 
the Moscow Exchange (MOEX), 
created from the merger of the RTS 
and MICEX exchanges at the end of 

2011, has progressively broadened 
access to FX trading. The first step 
allowed banks licensed to trade 
FX to offer direct market access to 
primary clients. The second step, 
completed in December 2012, 
widened access to open, direct 
FX trading on the exchange to 
licensed brokerage firms. FX Market 
members post full or partial collateral 
to execute their trades, monitored 
by a highly efficient and reliable 
risk management system. Trades 
are settled on a payment versus 
payment basis, whereby delivery is 
made when a member fulfils all of its 
obligations to the National Clearing 
Centre (NCC), which is owned by the 
Moscow Exchange group and acts as 
the central counterparty and clearer. 
Settlement (including inter-regional) 
may be made via the Central Bank’s 
national real time gross settlement 
system.

Igor Marich, Managing Director of 
the Moscow Exchange and Head 
of FX&MM, says: “In general, 
the volume of swap operations 
on our foreign exchange market 
increases when banking liquidity 
deteriorates. For example, in 2013 
swap operations represented 63 
per cent of trading volume (by 
value) on our foreign exchange 
market, compared with 46 per cent 
in 2011. During volatile periods, 
foreign exchange swaps expand 
opportunities for banks to refinance 
in a foreign currency, or roubles, 
and manage foreign exchange 
positions. In addition, the share 

of on-exchange foreign exchange 
transactions, as compared to OTC 
transactions, has increased following 
the global financial and economic 
turbulence as counterparties seek 
to minimise clearing and settlement 
risk. For example, during volatility 
growth (December 2013) the share 
of on-exchange USD/RUB and EUR/
RUB transactions of Russian banks 
was more than 43 and 66 per cent 
respectively in comparison with 
overall interbank market volumes 
and December 27 saw a record daily 
trading volume of USD 35.6 billion.”
 
The FX Market comprises 569 
professional participants including 
the Central Bank of the Russian 
Federation (CBR), investment and 
commercial banks (including those 
from Eurasian Economic Community 
[EAEC] member states), and brokers. 
Non-residents have sponsored DMA 
to the FX Market.

DMA technology has been available 
on the FX Market since October 
2010, and clients have had access to 
the system since February 2012. The 

Dan Carrigan 

“NASDAQ OMX is a proven innovator in various asset 
classes. Our focus is on improving the customer experience 
both in listed products and services.”

Igor Marich 

“We believe electronic trading is the main growth driver 
for our foreign exchange market. Accordingly, we have 
made advanced trading capabilities one of our primary 
strategic priorities.”
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number of market operations has 
increased significantly since 2012, 
resulting in a considerable increase 
in volumes generated by clients 
using DMA. 

Marich says these clients include non-
residents, domestic and international 
brokers/sub brokers, and individuals. 
The number of registered clients 
in 2013 increased from 3,600 to 
46,000. The client trading volume 
came to RUB 31 trillion, while 
Moscow Exchange’s clients’ share 
in spot operations exceeded 23 
per cent. The number of registered 
Russian and non-resident clients 
in Feb 2014 totalled 108,000. All 
together more than 1700 non-
resident sponsored DMA clients from 
58 countries are registered at the 
exchange FX market.

He adds that trading by foreign 
investors is important to the 
performance of the exchange’s 
FX market. Trades conducted by 
market participants that are Russian 
subsidiaries of foreign banks and 
foreign investors indirectly accessing 
the foreign exchange market 
through DMA facilities represented 
approximately 28 per cent of 
total trading volume (by value) 
on Moscow Exchange’s foreign 
exchange market in 2013. 

Marich says: “We aim to continue 
to increase the share of foreign 
investors trading on our foreign 
exchange market as new foreign 
investors access the market as 
indirect market participants via 
sponsored DMA.”

Moscow Exchange introduced 
deliverable FX swaps with a tenor up 
to one year in the USD/RUB currency 
pair in April 2012. In October 
2013, the exchange added a variety 
of long tenor swaps in EUR/RUB 
and CNY/RUB currency pairs. LTV 
contracts (deliverable FX forwards) 
are negotiated transactions with 
terms from one day to one year 
and trade in the USD/RUB, EUR/RUB 
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NASDAQ OMX brings a solution to all players 
in a fair an openly transparent market

Photograph: Sean Pavone / Shutterstock.com

Weekly FX Options from CME Group are cost-effective tools that provide you greater 
precision when managing short-term currency event risk.  

•  Listed 4 weeks at a time; expire on the last business day of each week (typically Friday)

•  Same strike price intervals and minimum tick sizes as the serial and quarterly options
•  American and European Expiration, automatic exercise if in-the-money (ITM)

Find your best option here 
cmegroup.com/fx
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and CNY/RUB currency pairs. Total 
volume of long tenor swaps in 2013 
exceeded RUB 1 trillion. In 2010, 
the exchange received approval 
to use onshore accounts in China 
for CNY/RUB trading and began 
trading CNY/RUB spot and swap 
instruments last year.

In October 2013, Moscow Exchange 
launched on-exchange trading 
in precious metals on the same 
platform as the Foreign Exchange 
Market. As well as FX spot and 
swaps markets the Moscow 
Exchange also operates a derivatives 
market where FX futures are traded 

Safe, secure and efficient 
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and volumes of EUR/RUB futures for 
example in January 2014 exceeded 
by 70.5 per cent and options by 43 
per cent, the highest previous total 
ever on these instruments. 

Driving growth
Says Marich: “We believe electronic 
trading is the main growth driver 
for our foreign exchange market. 
Accordingly, we have made 
advanced trading capabilities one 
of our primary strategic priorities. In 
particular, sponsored DMA facilities 
are now available for trading on 
our foreign exchange market. 
With sponsored DMA facilities, the 
customers of market participants, 
or ‘indirect market participants’, can 
engage in self-directed trading by 
using the direct market participants’ 
infrastructure to connect to the 
exchange. This reduces transaction 
costs and execution timing, 
enabling indirect market participants 
to exploit liquidity and price 
opportunities more efficiently.”

Furthermore, since February 2012, 
market participants have been able 
to register their individual client and 
settlement codes in the trading and 
clearing system, which allows market 
participants to increase trading 
volumes and reduce their settlement 
risk because they no longer have to 
aggregate the concurrent orders of 
all customers as one trade under a 
single registration number.

Marich also states that: “There is 
a clear indication that in periods 
of high volatility and instability 
market participants have turned 
to exchange-traded and centrally 
cleared FX as compared to the OTC 
market. We have also witnessed 
increased trading via low-latency 
execution methods, which leads to 
higher trading volumes.” 

The average daily trading volume at 
FX MOEX equalled $19.4 billion in 
2013, compared with the average 
daily trading volume of $14.9 billion 
in 2012.

For 40 years, FX futures have offered a regulated, 
transparent, universally available marketplace

Americas +1 212 209 1420  Europe +44 (0) 20 7997 7800
Asia +65 6538 1489  Email hotspotfxsales@kcg.com
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Significant changeS
In line with the global electronic FX 
market, ICE offers electronically-
traded FX futures that are available 
on screen, an average of 21 hours 
a day. These trading hours cover 
business hours in virtually all 
geographies. Local requirements are 
reflected in settlement procedures, 
contract specifications like the term 
of the futures contracts (quarterly 
cycle, monthly cycle) and how 
far products are available out the 
expiry calendar. In addition, ICE 
continuously monitors regional 
markets to determine if there are 
products that reflect local activity 
that can be sustained when offered 
as an internationally-accessible 
futures product on a round-the-
clock electronic trading platform.   
Scott Brusso, Director, FX Sales, at 
ICE Futures US says that exchange-
traded FX is catering to an 
increasingly diverse global user base 
by offering a more capital efficient 
and effective environment to 
manage risk, as well as by providing 
gateways to a wider range of 
trading opportunities. He says: “For 
40 years, FX futures have offered a 
regulated, transparent, universally 
available marketplace with clearing, 
and capital solutions to a wide 
range of participants.We are seeing 
significant changes in the FX market 
as regulatory reform increases. In 
effect, the traditional advantages of 
exchange-traded FX have become 

more important to a wider variety of 
market participants. And as futures 
exchanges offer more products 
encompassing more regions and 
currencies (like the rupee, real, 
and ruble), the advantages can be 
realized by market participants in 
those areas in even more direct ways 
than before.”

To this end, the exchange recently 
launched cash-settled futures on the 
Indian rupee and the Brazilian real 
and Brusso says the exchange has 
seen growing interest in emerging 
market non-deliverable forward 
currencies from a range of market 
participants, including CTAs and 
funds, in recent years. 
 
Brusso states that, “The ICE 
platform is designed to support new 
product development and offers 
highly functional trading and risk 
management features. Our markets 
are available via direct connections, 
telecom hubs, the internet, over 
30 front-end providers (ISVs) and 
ICE’s web-based front end, WebICE. 
Our trading systems are protected 

by the latest digital security 
technology and processes, including 
high-level encryption technology, 
complex password protection, 
multiple firewalls, network-level 
virus detection, intrusion detection 
systems and secured servers.”
 
Brusso also says that: “Developing 
and supporting our own technology 
allows us to introduce new 
products, serve new markets and 
improve capital efficiencies that 
translate problems into solutions 
for our customers. Our suite of 
nearly 60 FX futures contracts 
feature arbitragable units – same 
size and specifications as the most-
traded currency futures; half-tick 
trading in most currencies; EFP and 
block trading with no EFP or block 
surcharges (regular exchange and 
clearing fees apply to off-exchange 
transactions like blocks and EFPs); 
and Trading at Settlement  -- the 
ability enter an order to buy or sell 
a futures contract during the course 
of the trading day at a price equal 
to the settlement price for that 
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Will Patrick 

“Our products are no more capital-efficient than they 
were a few years ago. However, with the regulatory 
changes and the impact on capital it is more a case of 
the market aligning with our model of exchange-traded, 
centrally cleared FX.”
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contract, or at a price up to five 
ticks above or below the settlement 
price.”

According to Will Patrick, Executive 
Director, FX Products at CME Group, 
the evolution of FX trading means 
CME Group’s exchange-traded FX 
products are more suitable than 
they have ever been. He says: 
“Our products are no more capital-
efficient than they were a few years 
ago. However, with the regulatory 
changes and the impact on capital it 
is more a case of the market aligning 
with our model of exchange-traded, 
centrally cleared FX.”

Patrick says that mandatory 
reporting and clearing for NDFs will 
have a significant impact on the 
exchange trading world. The capital 
charges that NDF trading will incur 
look like they are going to be quite 
onerous and as a large amount of 
FX NDFs are traded in a standardised 
way, giving rise to greater interest in 
exchange-traded emerging market 
currency futures. He says: “The one 
big difference is paying margin, 
which previously was not second 
nature to some OTC traders, but this 
has changed and now everyone is 
coming to terms with paying initial 
margin and variation margin.”

Proxy for forwards
In response to this, CME Group has 
expanded its emerging markets 
futures suite of products, launching 
a deliverable Chinese Renminbi and 
Indian Roupee futures, a very fast 
growing NDF, and re-launching the 
South African Rand futures contract, 
last year.  The dollar/Rand contract 
was flipped, to be quoted in the 
same way as the OTC market, in a 
deliberate attempt to attract OTC 
users. “As capital charges from 
Basel III start to filter through, these 
products are just going to become 
more suitable to OTC traders as they 
will be more capital efficient ways 
of accessing those markets,” adds 
Patrick. 

Listed standardised futures contracts 
herd liquidity into certain points 
along the curve, making it easier 
to trade and also making it easier 
to liquidate in a default process. 
Standardisation also keeps trading 
costs and margins down. Patrick 
says generally listed products at 
the exchange have been used as a 
successful proxy for spot but adding 
granularity, which CME Europe plans 
to do when it launches, opens up 
a new market, and quite a large 
market, as a proxy for forwards too. 
“I think there is a meeting point 

where you can add at least some 
more granularity to that curve and 
monthly futures is where it takes 
you,” he adds.

The growing number of large open 
interest holders in CME FX futures, 
from 406 at the end of 2009 to 
more than 834 at the end of 2013, 
infers that traders are moving from 
the OTC FX market to the listed 
futures space. Patrick adds: “It is 
also a very good indicator of risk on/
risk off and a good indicator of how 
people are switching to futures to 
hedge their currency risk.”

CME Group’s volumes are very much 
geared to electronic trading – 99 
per cent of CME’s currency futures 
are now traded electronically and 
90 per cent of FX options, which is 
the most electronic options market 
within the CMR Group. 

Patrick says that investment in being 
made in terms of CME’s EMEA’s 
distribution strategy, which includes 
the establishment of a presence in 
the Equinix data centres, where a lot 
of the OTC FX platforms are located, 
and that exchange is fully prepared 
for further growth as the FX market 
beds down into the newly emerged 
landscape.

Safe, secure and efficient 
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In a continent where the US Dollar 
rules the roost, the Mexican Peso 
(MXN) has become a significant 
traded currency. The latest BIS 
Triennial Central Bank Survey 
published in September last year 
showed that the MXN netted 
daily turnover in April had roughly 
doubled since the previous survey 

from 1.3% to 2.5% of global 
turnover. Even allowing for 
incomplete reporting this shows that 
MXN is now the eighth most traded 
currency.

This may owe something to the 
volatility of the USD / MXN pair. It 
may relate to the size of Mexican 

trade with the US or possibly the 
amount of wealth now deriving 
from Mexico and invested into 
capital markets north of the 
border. Whatever the reasons 
Jim Kwiatkowski, global head of 
transaction sales, Thomson Reuters, 
says that this shows a market that 
is continuing to evolve, to open 

Regional e-FX perspective on 

Two key trends have characterised recent developments in 
electronic trading across North America’s foreign exchange 
markets: the rise of the Mexican peso and the need for 
transparency in order to meet regulatory demands.

By Richard Willsher
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and to adopt electronic trading. 
“On our Matching platform we 
have certainly seen an evolution in 
Mexican peso with a greater number 
of customers trading the currency 
and a continued growth in volume. 
We’ve seen greater global interest, 
more liquidity and a shift in the peso 
from a lesser traded currency on 
our platform to one of the greater 
volume currencies.” 

This view is echoed by Paul Tivnann, 
global head of FX and commodities 
electronic trading, at rival platform 
Bloomberg. “Turnover in the 
Mexican peso reached $135 billion 
in April 2013, making it one of the 
top 10 most traded currencies last 
year. In conjunction, we have seen 
the number of our FXGO users in 
Mexico double over the past year as 
participants seek cost-effective and 
compliant tools to trade with each 
other and international liquidity 
providers.”

Regulation, Regulation, 
Regulation
The link with compliance that 
Tivnann highlights is a key theme in 
the move to e-trading in the North 
American theatre, and one which 
has been noted by a number of 
commentators. 

“Here at BNY Mellon,” says Ted 
Bragg, managing director and 
head of e-commerce and product 
development for the company’s 
Global Markets group, “our view is 
that you have asset owners and you 
have asset managers. Historically 
the asset owners outsource any 
responsibility for forex execution 
because it is a bi-product of the 
trading strategies of the asset 
managers. But as a result of the 
events of the last few years the 
asset owners want to exercise a 
lot more oversight, and want more 
tools for transparency for use by 
the investment managers. This sort 
of change is leading the migration 
towards e-platforms because they 
are a lot more transparent. As an 

asset manager you can talk to the 
asset owner and say this is how I 
do my foreign exchange and that is 
a lot easier conversation to have as 
compared to the voice model.” 

His colleague Bob Near managing 
director and co-head of BNY 
Mellon’s Enterprise FX group adds, 
“As a sell-side institution we want 
to be where our customers want 
to transact, on whatever platforms 
they prefer. We participate with 
numerous third party execution 
systems like FxAll, FX Connect, 
Currenex, 360T and Bloomberg. So 
after that it’s how are we delivering 
a price whether is it through manual 
intervention or autopricing. Using 
these various platforms gives a 
trail.” 

A similar view is expressed by Jeff 
Wertheimer senior vice president, 
head of FX e-distribution at 
HSBC Bank USA. “We believe 
the regulations will continue to 
accelerate market standardisation 
over the next several years, leading 
to a change of market infrastructure 
with the benefit of increases 
in electronic trading, electronic 
confirmation, and closer to true 
cross-asset servicing. Regulatory 
change is an on-going part of the 
global FX business and banks must 
be ready to be compliant while 
serving their clients, regardless 
of the changes that are put into 
place.”

However while everyone on the 
buy-side and sell-side have an eye to 

REgiOnal e-FX PERsPEctivE

Jim Kwiatkowski

“We’ve seen greater global interest, more liquidity and 
a shift in the peso from a lesser traded currency on our 
platform to one of the greater volume currencies.”

“Our buy-side and corporate clients are increasingly 
looking for tools that automate processes throughout 
the trade lifecycle.”

Paul Tivnann
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regulatory matters and compliance 
with their new and emerging 
requirements, Wertheimer points 
up another key concern of e-forex 
services providers; that of meeting 
increasingly focused demands from 
their customers.

incReasing buy-side 
demands 
“Clients want tailored solutions 
that meet their unique business 
requirements and they want 
them fully integrated within their 
workflows,” says Wertheimer. 
“One-size-fits-all” solutions don’t 
meet the needs of many clients. 
For example, HSBC partners with 
numerous corporate clients that 
conduct business internationally 
and need to price their customers in 
their home currency. Studies have 
shown that for businesses to grow 
internationally, they need to provide 
a “local experience” for their 
customers, which includes shopping 
and paying for goods and services in 
their home currency. 

To meet this demand, HSBC has 
developed a service, FX FlexRate, 
which enables clients to price their 
customers in the buyer’s local 
currency.” he continues. “It’s a 
new way of thinking -- start with 
the end buyer and then back into 
the FX pricing needs. For example, 
an online merchant who is selling 
t-shirts may need an FX price that’s 
valid for a few days. This allows 
the shopper to see the t-shirt in 
his or her own currency and still 
have that same local price several 
days later when the merchant 
ships the product.  Alternatively, a 
travel site may need a shorter time 
guarantee on prices since the travel 
decision and payment is made in 
a shorter time frame (perhaps just 

Regional e-FX perspective on North America
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We are really only at the start of FX 
regulatory reform in North America

Jeff Wertheimer

“Clients want tailored solutions that meet their unique 
business requirements and they want them fully 
integrated within their workflows. One-size-fits-all 
solutions don’t meet the needs of many clients.”  
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a few hours). In either case, HSBC 
works with the digital merchant to 
understand their customer’s user 
experience and helps them align 
the FX pricing to suit their purpose. 
This is just one example but it’s 
representative of the overall market 
across segments. Clients have 
unique needs and the investment 
that banks like HSBC have made in 
technology allows them to deliver 
customised solutions.”

WorkfloW
Buy-side client demands reach 
well beyond pricing. Workflow 
has become the buzzword that 
sums up the nature of demand, 
regardless of the segment in 
which the client operates. “We 
have seen increasing interest from 
clients in FX for treasury workflow 
improvements like consolidated 
payables, pooling and FX conversion 

of incoming receipts and stepped-
up usage of international ACH for 
FX payments,” explains U.S. Bank’s 
head of foreign exchange 
Drew Gross. “We actively work 

with our Treasury Management 
colleagues and our clients on 
process improvement solutions.”

At West Coast Wells Fargo, Steve 
Godfrey head of e-commerce says 
that while the interbank market has 
been highly electronic for a long 
time and concerned largely with 
price, what is changing most rapidly 
is the e-demands of corporates. 
“Middle market companies have 
adopted new tools as we and others 
have made them available,” he 
explains. “Some firms are looking 
at their end-to-end process and 
saying “what I really want to get 
out of this is an efficiency gain from 
the whole lifecycle of a transaction 
and it will need to connect with my 
treasury system or an ERP system in 
order to streamline everything from 
beginning to end.”

“The early adopters were large 
multinationals who had large forex 
needs and also because they had 
the resources to put into changing 
their approach to executing forex 
deals. Now mid-market companies 
have developed a need as their 
business has become globalised 
and that warrants their investment 
and/or the tools have become more 
widely accessible as banks such 
as ourselves have developed new 
offerings,” says Godfrey.

He also notes that, “Wells Fargo 
has a long tradition of developing 
tools for different client segments. 
If you want more than price and are 
looking for workflow efficiencies, 
then single bank platforms and tools 
may be more appropriate to deliver 
this.”

While Bloomberg’s Paul Tivnann 
might differ with the last of these 
sentiments, he recognizes the 
same buy-side demands. “Our 
buy-side and corporate clients are 
increasingly looking for tools that 
automate processes throughout 
the trade lifecycle. This extends 
from pre-trade decision support, 

Regional e-FX perspective on North America
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Ted Bragg

“As a result of the events of the last few years the asset 
owners want to exercise a lot more oversight, and want 
more tools for transparency for use by the investment 
managers.”

Turnover in the Mexican peso reached $135 billion in 
April 2013, making it one of the top 10 most traded 
currencies last year
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valuation, execution and risk 
management through to post-
trade settlement services. From 
an execution perspective, there is 
real interest in exploring greater 
price automation and algorithmic 
trading strategies, coupled with 
transaction cost analysis (TCA) tools 
that facilitate the evaluation of these 
strategies on a consistent basis.”

Algo trAding
Tivnann also adds that algorithms 
are playing an increasing variety 
of roles for buy-side clients. “Buy-
side clients continue to take more 
control of their execution, moving 
away in some instances from the 
risk transfer model and exploring 
the use of algorithms. Many 
participants use time-weighted 
average price (TWAP) execution 
strategies, with more sophisticated 
players looking at more complex 
algorithms provided by banks 
that minimise footprint and 
information leakage to the market. 
These strategies can be tailored as 
passive or aggressive depending 
on the outlook of the trader or the 
pervading market conditions. TCA 
is then key in enabling performance 

evaluation and the ability to look 
at relative value across strategies 
and providers. The ability to better 
interact with liquidity pools, reduce 
market impact and execution costs 
are all reasons participants will utilise 
algorithmic execution.” (Note: You 
can read more about this in the 
execution algorithm feature later on 
in this edition of e-Forex)

HSBC’s Jeff Wertheimer agrees, 
“It’s a natural progression for the 
market. Algo style trading isn’t a 
new concept. It’s just computers 
doing what traders used to do when 
working orders for clients.  It’s just a 
string of logic.  There are obviously 
advantages, and potentially some 
disadvantages, of sending the 
orders through a machine but the 
market is already familiar with this 
style of trading.  Couple that with 
the fact that many FX traders also 
trade equities, where algo trading 

is the norm, and it’s not hard to 
understand the high level of interest 
in FX.  They are also more available 
than ever before, with more banks 
and more platforms supporting 
them.  Usage will continue to grow 
as clients get more comfortable 
with the technology.  They like the 
additional control it gives them and 
it’s a hands-off process, which helps 
traders and treasurers that manage 
a variety of responsibilities.” He 
concludes by noting that from a 
bank perspective, algo trading is a 
complement to traditional trading 
as it allows salespeople to focus 
on activities like advisory and 
structuring where they can generate 
more value for clients.”

Competition lAndsCApe
Meanwhile it would be wrong 
to imagine that the e-trading 
landscape is populated by only 
single bank portals and multibank 
platforms, fighting it out for their 
rightful share of market. As research 
firm Aite’s September 2013 report 
“Electronic FX Market 2013: Ready 
for a Revolution?” showed, there is 
considerably more competition in 
the marketplace.

New venues such as Molten 
Markets, and ParFX are on the rise 
and FX futures and derivatives venue 
CME is seeing volumes increase. 
How this will pan out is anyone’s 
guess but what is clear is that the 
North American market is diverse 
and e-trading methods and venues 
will be shaped by the nature of 
the clients they accommodate. 
Nonetheless the relentless march 
of regulation is bound to play a 
significant role.

“We are really only at the start 
of FX regulatory reform in North 

Regional e-FX perspective on North America
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Bob Near

“As a sell-side institution we want to be where our customers 
want to transact, on whatever platforms they prefer.”

“Some firms are looking at their end-to-end process 
and saying, “what I really want to get out of this 
is an efficiency gain from the whole lifecycle of a 
transaction.”

Steve Godfrey

REgiOnal e-FX PERsPEctivE
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America, with no clearing mandate 
yet in place under Dodd Frank 
and any ‘Made Available to Trade’ 
(MAT) mandate not expected to 
be enforced until at least 90 days 
after that,” concludes Bloomberg’s 
Tivnann. 

“We can learn from the credit and 
rates space where MAT is a reality. 
US regulation now mandates 
that certain swap transactions 
are no longer traded bilaterally, 
something which was foreign to 
the request for quote-style markets 
that had operated historically. 
Pre-trade clearing certainty and 
the provision for all-to-all trading 
through central limit order books, 
available today on Bloomberg’s SEF 

for rates and credit, will eventually 
be applicable to the liquid end of 
the NDF market. The question then 
becomes what is the breakdown of 
liquidity provision between banks 
and buy-side firms as participants 
evaluate the value and profitability 
of providing liquidity to certain 
markets. Customers are generally 
looking for solutions that can cater 
to all their regulatory requirements 
and seamlessly manage the 

movement between regulated and 
non-regulated environments without 
disruption.”

ConClusion
The onus then is on providers 
to make customers’ lives easier 
whether those customers are 
sophisticated financial institutions, 
corporates with real world trading 
needs to fulfil or retail investors who 
trade FX and other asset classes 
via single platforms from mobile 
devices.

In summary e-trading has 
rapidly become the norm across 
North America in various forms, 
ministering to all sectors. There is 
some anecdotal evidence to suggest 
the e-FX has taken root most firmly 
in the US, with Canada close behind 
followed by Mexico but what is 
clearer is that all sectors of the 
market have adopted e-trading and 
that voice is being relegated to a 
relationship tool whose function 
now is to add value to basic 
e-product platforms.

Drew Gross

 “We have seen increasing interest from clients in FX 
for treasury workflow improvements like consolidated 
payables, pooling and FX conversion of incoming  
receipts and stepped-up usage of international ACH for 
FX payments,”
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Choice, Consolidation, 
Customisation 
Picking the winners in the FX Aggregation race

One might think that an aggregation service is a numbers-
based business. The more providers that are on the platform 
the better, and the cheaper the costs, the better. However it 
is increasingly being viewed as primarily a relationship-based 
service by the many providers in the market. Against that 
backdrop Nicholas Pratt sets out to discover what exactly 
defines a good relationship, how it manifests itself through 
the technology employed in a liquidity management service 
and whether it is really possible to find a middle path that 
satisfies both liquidity providers (LPs) and liquidity takers.
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While many observers may 
view liquidity aggregation as a 
commoditised area, others still see 
a huge issue in fragmentation, 
especially within the top tier of 
liquidity. “Fragmentation includes 
more than just the sheer number of 
physically different execution venues 
but different market structures, 
protocols, liquidity types and other 
nuances”, says Rosario Ingargiola, 
president and chief executive of 
FXone-Seabury Financial Solutions.

Even things like simply handling 
the active market hour differences 
across venues can be challenging 
for certain parts of a system, says 
Ingargiola. General increases in 
market data updates are also a 
significant challenge.  “Most LPs 
still support only FIX based APIs and 
only a few have a binary protocol 
API available.  We have recently 
worked with an LP with 100 market 
depth levels.   If your FIX market 
data message processing capabilities 

are not deliberately and highly 
optimized, you can’t support a 
venue like this.  Update frequencies 
on the data feed go through 
the roof and can lead to slower 
processing times and more rejects 
due to stale rates being displayed 
in the user interface. Further to the 
data processing challenges, you 
must have intelligent algorithms 
and optimal data structures 
for incrementally updating the 
aggregator/SOR order book without 
using full market depth snapshots, 
because once you get more than a 
few venues in the aggregator you 
will have internal data processing 
bottlenecks that are independent of 
the market data message processing 
rates.”

For the liquidity aggregation engines 
that want to be considered as ‘next 
generation’, a further challenge 
is providing specific services for 
the different types of market 
participants, says Ingargiola. “For 

banks, institutional brokers and 
agency desks it is all about the 
execution experience. For retail 
brokers it is all about free liquidity 
bridging to MT4 servers other third 
party user interfaces. For buy-
side trading firms it is all about 
automated trading.  In all cases 
a more complete solution stack 
will offer economies of scale and 
minimise points of failure and the 
relationships to manage when using 
disparate systems. Even strategic 
alliances between vendors can fail 
to deliver when there is a gap in the 
technology.”

Best practices
Another issue concerns the 
controls that may eventually 
govern aggregation providers 
and how they operate (as agency 
or principal) so as to remove any 
conflict of interest.  Given that 
liquidity aggregators are playing a 
significant role in the business of 
their clients, there is a high degree 

SpEcial REpORt
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of trust required for the relationship 
to succeed, says Ingargiola. “The 
only way to achieve this is through 
adhering to best practices.  We 
for instance are part of the EBS 
Certified Aggregation Partner 
Program and are contractually 
bound by their rules, which 
mandate absolute transparency and 
eliminate any way to derive benefits 
from the technology facilitating 
the transactions beyond fair and 
transparent pricing. We believe that 
this will be fully regulated in the very 
near future.  So called features to 
slip clients, obfuscate the actual fill 
prices on things like Limit and Stop 
orders to capture and redirect price 
improvement should be and will be 
outlawed.  Selling data feeds that 
have faster update rates than the 
main price feeds provided to market 
participants will likely also come 
under fire as it has in the equities 
market, as it gives an advantage to 
HFT players.”

He also states that, “We believe 
the lack of transparency on how 
orders are handled and routed, 
rebate arrangements, and even 

things such as how the spread 
you see in the GUI is derived, e.g., 
TOB vs VWAP relative to amount 
of order, will and should be 
regulated.   Representations that 
influence people based on trade 
execution performance should 
have as much culpability as any 
other representation affecting an 
investment decision.   All of this 
should be balanced of course with 
commercial reasonableness, which 
also benefits the clients, but these 
are very important issues.”

Cost is still a major factor in firms 
choice of an aggregation provider, 
says Ingargiola, however cost 
can come in many forms, from 
charges to liquidity providers 
which necessarily widens the 
“raw” spreads, to price impact 
and lost revenues due to latency 
and suboptimal execution methods 
and order routing, to the hidden 
fees related to redirection of 
price improvement, to the cost of 
customization, integration or setup 
fees, to hardware and networking 
costs and difficult to measure 
costs related to lost down-stream 
clients as a result of poor execution 
performance, high reject rates, 
unexpected order behaviors and 
unexplainable fill rates.

For Ingargiola there are a number of 
critical properties that an aggregator 
of choice should possess. These 
include no charges to LPs, giving 
clients the absolute control over 

the LP relationship, complete 
transparency in pricing and revenue 
sourcing, advanced execution 
capabilities and low latency, 
transaction costs analysis and world 
class hosting infrastructure. 

“We believe that price pressure 
and increasing client sophistication 
and knowledge will drive out the 
inefficient and less sophisticated 
solution providers,” says Ingargiola. 
“Eventually any firm at any level, 
even a start-up fund or broker, will 
be able to take control over their 
liquidity aggregation. The new game 
will be about ‘metrics’ and ‘content’ 
to win business and increase 
revenues over low cost liquidity 
aggregation.”

The ‘metrics’ will be related to 
absolute technological performance, 
says Ingargiola and will include 
market data message parsing 
latencies, trade execution latencies, 
pre-trade risk checking latencies, 
order matching latencies for 

Choice, Consolidation, Customisation
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Rosario Ingargiola 

“It’s our view that only second-tier liquidity aggregation 
is commoditized.  Doing FX liquidity aggregation right is 
extremely non-trivial.”

John Stead 

“It is not always apparent that aggregation providers are 
charging liquidity providers and clients often have to dig 
to find that out but that attitude is changing and as they 
become more aware, I think there will be a move away 
from that model.”
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CLOB and scalability metrics 
including orders processed per 
second, market data messages 
captured per second and archived. 
The ‘content’ will be advanced 
execution algorithms, TCA, SOR 
rule development frameworks, algo 
development frameworks, high 
quality backtesting capabilities and 
associated products like advanced 
APIs supporting all aspects of 
application and algorithmic 
development.

customisation
Another challenge for aggregation 
providers is an increasing focus 
on customisation.  As John Stead, 
pre-sales manager at smartTrade 
Technologies, says, it can be 
challenging for a liquidity provider to 
stand out in an aggregated venue. 
“They do not always need to have 

customised logic in every case but 
we do provide intuitive tools where 
required, for sorting reference bids 
and offers to reflect preferences for 
certain liquidity providers, to adjust 
the liquidity landscape to reflect 
the true cost of execution or to 
intelligently manage counterparty 
risk by reducing concentrations 
with certain providers.  smartTrade 
provide standard aggregation 
and execution algorithms written 
in Java which can be customised 
by clients.  In essence smartTrade 
does the ‘heavy lifting’ whilst still 
allowing clients to still customise 
the underlying business logic.  It 
is bringing CEP technology into a 
more traditional execution area.  For 
us it is about making the technology 
available to enable customisation 
without it being too expensive or 
unnecessarily technical.  It allows 

banks to write their own execution 
logic or build their own custom 
liquidity pools – areas where the 
banks can truly add value.”
The creation of liquidity pools gives 
great opportunities for aggregators 
to add value  – for example, a 
liquidity provider may view a certain 
bank’s flow as too aggressive and 
will look to move it to a specific 
feed or at a very last resort exclude 
it.  Alternatively a bank trading on a 
last look basis with multiple liquidity 
providers may find that one provider 
is taking too long to respond and 
would therefore look to remove it or 
deprioritise from the list of liquidity 
providers.  Rejections can be harmful 
for any relationship; as a technology 
provider smartTrade feel that there 
is a significant opportunity to help 
preserve relationships between 
liquidity takers and makers.  

SpEcial REpORt

Maximizing the relationship between liquidity takers and makers is a  
chief consideration for many aggregation service providers
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Allowing all participants to easily 
adjust and customise business logic 
where required is at the forefront  of 
this opportunity.  “This has process 
has become easier partly because 
of advances in analytics and the 
feedback from both clients and 
liquidity providers,” says Stead.
There is an ongoing debate in the FX 
market about the relative benefits of 
the agency versus principle trading 
and the conflicts of interest that 
may exist.  For most aggregation 
providers they are purely technology 
providers so will take a neutral 
stance. “However, there is a 
potential conflict of interest where 
aggregation providers charge at 
both ends – the liquidity providers 
and the liquidity takers,” says Stead.
For example, if an aggregation 
technology provider is charging a 
liquidity provider, it may well have 
a vested interest in its clients acting 
in an agency only mode and would 
be disinclined to offer tools for 
internalisation. “It is an issue that 
participants have often not thought 

about enough. It is not always 
apparent that aggregation providers 
are charging liquidity providers and 
clients often have to dig to find that 
out but that attitude is changing 
and as they become more aware, 
I think there will be a move away 
from that model.”

In terms of the criteria for choosing 
an aggregation technology provider, 
the main one is a track record, 
says Stead. “An aggregator might 
have an impressive front-end but 
without a history of successes and 
a list of top tier clients it is a risky 
option.” An aggregator should also 
have a cross-asset capability, says 
Stead given that more firms are 
trading multiple asset classes and 
do not want to employ a separate 
aggregation service for each one. 
This has given birth to more cross-
asset aggregation services. “There 
are some nuances but the general 
workflow and concepts of crossing 
and connectivity are the same in 
all asset classes. And it is less risky, 
less costly and more efficient for the 
clients if they have only one system 
to maintain.”

intelligent aggregation
FX aggregation services have gained 
a significant foothold globally, in 
Asia particularly the interest in FX 
aggregation is growing rapidly. 
“Over the last 2-3 years we have 
seen a significant number of 
firms set up in the region,” says 
Alex Knight, Global Head for 
Citi’s FX Margin Trading business 
which has an aggregated liquidity 
management service, CitiFX 
TradeStream, that launched in 
November 2012 and is aimed at 
mid-level institutions.

“A lot of this is driven by the desire 
to be close to the growth markets 
in Asia, whilst the region also has 
a number of jurisdictions with 
a mature and stable regulatory 
environment that brokers find 
attractive. The Asian market 
has some subtle but important 
differences from the markets 
seen through Europe and North 
America,” says Knight. “There is an 
expectation that the late US or early 
Asian hours are priced effectively, 
a lot of focus on metals (gold and 
silver) and a huge amount of MT-4 
and copy-trading.” 

“This focus makes it even more 
important that when dealing in an 
aggregated pool of liquidity, both 
the providers and the consumers 
of liquidity get a fair deal,” says 
Knight. “For CitiFX TradeStream we 
work closely with the underlying LPs 
so that they get an understanding 
of the flow coming through and 
we retain an open dialogue with 
customers and liquidity providers so 
that there is a good match. Without 
careful management it is very easy 
to pollute an aggregated liquidity 
pool; of course this has a negative 
impact on everyone.” 

“The other important principle is 
ensuring the quality of flow,” says 
Knight. “It is not just a function of 
the customer but of all the providers 
participating in that flow. If one 
or more of the providers find the 
impact of the flow to be harmful, 
then it may be as much to do with 
the other liquidity providers as 
with the customer. We work hard 
with the customers to ensure we 
know as much as possible about 
the type of flow we will get from 
them. Generally speaking liquidity 
providers will approach new flows 
from a defensive point of view – 
they can’t afford to take on flow 
and lose money whilst they get 
to know its characteristics. So the 
more information we can give 
them, the more aggressive they 
can be about the prices they offer. 

Choice, Consolidation, Customisation
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Alex Knight 

“Generally speaking liquidity providers will approach 
new flows from a defensive point of view – they don’t 
want to get burned. So the more information we can 
give them, the more aggressive they can be about the 
prices they offer.”
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>> www.citifxtradestream.com

» Designed for brokers and 
managers trading on margin

» Liquidity sourced from 
Citi and other top-tier       
market-makers

» Your funds held with Citi

CitiFX® TradeStream

Now mid-sized 
institutions can access 
aggregated liquidity 
directly from Citi
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By following these processes and 
ensuring fairness we have been 
able to develop a significant and 
growing footprint in the mid-sized 
institutional space.”

“In the prime broker model we 
offer disclosed relationships with 
chosen liquidity providers and there 
is obviously considerable value 
in that model. If we look at our 
prime brokerage customers, the 
ones that get most benefit from 
this approach are those that have 
the time and the skills to build and 
maintain their liquidity relationships.  
We find that with our TradeStream 
customers, they would rather focus 
their attention on other aspects of 
their business, knowing that Citi will 

be using its relationships to ensure 
consistently top grade liquidity is 
available,” Knight commented.

There is currently a debate in the 
FX industry about the charging 
practices of some liquidity 
aggregation providers – notably 
those that choose to charge both 
the liquidity providers and the 
liquidity takers for using the service. 
“From a cost perspective, if you 
look at the life of an FX transaction, 
many consumers of aggregated 
liquidity will be using the services 
of a commercial aggregator and a 
prime broker. “As long as it is clear 
what the charges are and they are 
well understood by all the parties 
involved then this is a good starting 

point. However, in a low-margin 
business the accumulation of fees 
from various providers can quickly 
make flows uneconomic. We’ve 
worked very hard to reduce these 
costs by leveraging on Citi’s existing 
trading and credit relationships. If 
a customer opens a margin trading 
account with us, we can reduce 
their trading costs because there 
are fewer intermediaries to be paid 
– likewise we provide an attractive 
and low-cost venue for our pool of 
liquidity providers. Through CitiFX 
TradeStream we can provide the 
aggregation technology and deal 
with customers directly. So the 
issue is not just about the clarity of 
the pricing model but also trying 
to reduce the total cost of the 
transaction cycle,” says Knight.

Relationship business
Hosted solutions are more 
commonplace in the aggregation 
market as they are everywhere else. 
One provider of these is Aphelion, 
the Sweden-based FX trading 
systems provider. “Even though 
our software can be hosted by our 
customers, their primary choice is 
for us to host it. The cost savings are 
obvious as is the time to market and 
we see an increased demand for 
this” says Henrik Dubajic, head of 
global sales at Aphelion.
 
For aggregation, Apehlion has 
its Quasar Liquidity Management 
platform which combines auto-
hedging and algorithmic execution 
with real-time market views and 
internal crossing. According to 
Dubajic, a central tenet of the 
aggregation service is preserving the 
‘relationship’.  “The whole business 
is a collaborative process where 
technology need to cater to all 
participants. The aggregator need to 
comply with the liquidity provider’s 
business model, their technology 
and how they stream their prices. 
Our aggregator connects directly to 
each liquidity provider’s proprietary 
system so it gives them the same 
flexibility to adjust their pricing 
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Cost is still a
major factor in a
firms choice of
an aggregation
provider
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as they have on their own single 
dealer platform. And as for the bank 
liquidity takers using our platform, 
we need to give them the tools 
that will help them to create the 
business rules that comply with their 
agreements with their providers. 
This will give them a better service 
and better pricing at the same time 
as the providers are satisfied. It’s a 
win-win. Within our industry there 
is a lot of talk about latency and 
throughput. We see the need for 
this and it is important for us to 
be at the cutting edge in order to 
handle the increased amount of 
information and update frequencies. 
But we see no value in trying to 
exploit differences in flight time 
latency as it would contradict our 
focus on relationship”. 
 
Dubajic also states that, “We adjust 
to the technology of each liquidity 
provider rather than one pricing 
structure that the provider can either 
take or leave. We think this promotes 
the relationship between the provider 
and the liquidity taker. We have 
spent a lot of time developing this 

functionality so that hedging become 
flexible enough to honour the 
agreements between liquidity takers 
and their providers. Combining 
this flexible approach with speed 
and advanced tooling, make it 
possible for liquidity takers to sharply 
increase the service level in their 
own proprietary platform as well as 
seeing significant volume gains on 
the multibank platforms. This in turn 
give larger volumes back to their 
providers. Yet another win-win”.

As the market moves from ECNs to 
an interbank network of liquidity 
providers, aggregation software 
has become the natural hub where 
the combined liquidity is managed, 
says Dubajic. “And by streamlining 
the workflow from aggregation 
to pricing end-customers, you 
always know the cost of hedging 
as the price sent out to an end-
customer is based on the price in 
the aggregator. I.e. approximations 
that require safety mark ups become 
obsolete. This enable you to have 
tighter prices on the multibank 
platforms which will render you 
higher volumes. We have an 
algorithm that takes into account all 
the properties of a client’s trading 
preferences, recognises the best 
price and honours all the properties 
of each liquidity provider. There is no 
standard way that a bank does all 
this so we adapt to how they do it. 
I think it is possible to find that spot 
right in the middle that keeps both 
the liquidity providers and liquidity 
takers happy. Relationship-based 
technology is the future.”

FaiR competition
Maximizing the relationship between 
liquidity takers and makers is a chief 
consideration for many aggregation 
service providers who all see it as pre-
requisite for maintaining their status 

in an increasingly competitive market. 
“You have to ask how much liquidity 
the customer needs, what should 
they be seeing and how do the bank 
liquidity providers get a chance to 
compete for their fair share of the 
market,” says Yaacov Heidingsfeld, 
chief executive and co-founder of 
TraderTools. “The number of liquidity 
providers they are competing with for 
that flow is a critical issue.”

It is also important to consider the 
number of ways that a customer 
interacts with a liquidity provider. Of 
all the multitude of channels, bank 
liquidity providers would undoubtedly 
prefer their own dedicated API or 
white label service because it is a 
direct trading relationship. And, more 
importantly, it is one that does not 
incur any costs.

“In an environment of shrinking 
margins, bank liquidity providers are 
reviewing the channels that they use 
to interact with customers and the 
ones that incur the most cost. There 
are some aggregation services that 
charge liquidity providers. We have 
never charged liquidity providers but 
there will be some technology-related 
expenses in terms of connectivity 
and on-boarding. Now however  the 
liquidity providers are being more 
selective and are more concerned 
about the cost of streaming 
simultaneously on several venues and 
they are letting their clients know 
that they would prefer them to use a 
channel where they (the bank liquidity 
providers) are not charged fees.”
Some aggregation service providers 
are changing their pricing models 
and some are taking the opposite 
approach – charging the liquidity 
providers only and providing it 
free to liquidity takers. However, 
as liquidity providers continue 
to consider the new profitability 
of their numerous channels, this 
model might run into difficulties, 
says Heidingsfeld. “I can see why a 
liquidity-taking bank would want to 
choose an aggregator with no fees. 
But the bank liquidity providers are 
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Henrik Dubajic 

“I think it is possible to find that spot right in the middle 
that keeps both the liquidity providers and liquidity takers 
happy. Relationship-based technology is the future.”
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being stretched and they have other 
channels that are cheaper.”

The other defining feature of a 
focused relationship-based approach 
to aggregation is the extent of 
customisation that aggregation 
providers are willing to extend 
to their liquidity providers.  All 
liquidity providers want to maximise 
their yield and have aggregation 
providers customise to their rules 
of engagement. There cannot be 
a one-size-fits-all approach but to 
adapt the rules of engagement 
for each liquidity provider is an 
expensive approach and both the 

liquidity providing bank and the 
client must benefit by a better P&L.

TraderTools provides what 
Heidingsfeld calls Bucket Analysis. 
“When we are streaming prices, we 
want to ensure that the flow each 
customer is seeing fits their style of 
trading – the right currency pairs 
at the right frequency. The flow is 
individual to that client. We have no 
multi-tenant streaming. On top of 
that is the Bucket Analysis. We look 
at the currencies traded and the 
frequency and we then discuss that 
with the client to make sure that 
the pricing stream they are getting 
is the most appropriate. We also 
show similar information back to the 
bank liquidity provider – together 
with the other liquidity providers 
they competed with and how they 
ranked in certain currencies. If they 
had a low ranking it may be because 
they do not want that particular 
type of flow.”

The TraderTools approach to 
relationship-based aggregation 
is based on three principles, says 
Heidingsfeld. Firstly, the pricing and 
bucket analysis ensures that the 
flow each customer is receiving, is 
what they want. Secondly, it ensures 
that there is the  optimal number of 
liquidity providers. Thirdly, it provides 
rankings back to the bank liquidity 
providers, allowing them to evaluate 
their performance and to be more 
sales-oriented. 

In some ways promoting this 
approach to liquidity takers, 
especially new customers, does 
involve some education, says 
Heidingsfeld. “We have to convince 
them that sharing their information 
with bank liquidity providers is a 
good thing; that sometimes less 
is more in terms of the number of 
liquidity providers on the platform 
and that executing in a non-
predatory manner may cost a little 
more in price but will result in far 
fewer rejections and a better fill 
rate.”

In Asia particularly the interest in 
FX aggregations is growing

Yaacov Heidingsfeld 

 “I can see why a liquidity-taking bank would want to 
choose an aggregator with no fees. But the bank liquidity 
providers are being stretched and they have other 
channels that are cheaper.”
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FXone  
where product innovation 
meets best practice 

e-Forex talks with Rosario M. Ingargiola, 
President and Chief Executive Officer of 
FXone Seabury Financial Solutions (SFS).

Rosario, why has FXone 
decided to focus most of your 
attention around Liquidity 
Aggregation and Smart Order 
Routing and what are you 
bringing to the market that 
you believe is significantly 
different from existing 
offerings?

First and foremost it’s because 
aggregation is at the heart of any 
total e-FX solution, i.e., it’s what the 
customers need and it’s a primary 
component.  Second, we see a  
great deal of opportunity in this 
space.  Most would say that 
the market is saturated with 
aggregation solutions at this point, 
but our observation is that only 
second-tier liquidity aggregation 
is commoditized.  Doing FX 
aggregation right is extremely non-
trivial, and our team has the right 
pedigree for this.  

What we bring to the market that 
differentiates us covers a broad range 
of topics from our commercial model 
where we don’t charge anything 
to LPs, to our execution algos and 
full OMS/EMS API.  What it all 

boils down to is superior execution 
experience at a lower cost.  

FXone is part of the EBS 
Certified Aggregation Partner 
Program. What value do 
increasing numbers of clients 
see in the Best Practices 
undertaken by members such 
as yourselves?

The overriding theme with best 
practices, such as what EBS proposed, 
is transparency to clients.  One key 
benefit to clients is that it raises their 
awareness and causes them to take a 
deeper look at their partners.  

Clients should obviously know if 
brokerage is charged to the LPs, as 
this will necessarily result in wider 
raw spreads to start with.   If there 
is any mechanism in place to get 
rebates or other benefits from 
directing flow to certain LPs then 
you have to look at the providers 
pricing algo which could mark up 
certain LPs to minimize execution 
with them and also their the order 
routing algo, because it could 
be deliberately skewed to favour 
certain LPs.  Also, are inverted 

prices and other forms of price 
improvements on order execution 
accrued to your benefit?   Are 
prime brokers or others adding a 
mark-up?

You mentioned in your 
last interview with us that 
Execution algorithms have 
become a key component 
of your product mix. In 
what ways has the focus on 
transaction cost analysis 
(TCA) in FX stimulated 
the use of algorithms as 
a key component of best-
execution toolsets? 
 
TCA really can serve as a driver 
for the use of execution algos, 
because as you dabble with 
the algos and compare their 
performance to working the 
order manually, you will generally 
discover that the algos bring 
efficiencies and improvements.  
TCA delivers insights that can 
lead to the development of 
altogether new types of algos or 
tweaks to existing ones.   If you 
have comprehensive TCA metrics 
it can lead to changes in your 
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SOR rules and could even lead you 
to change the LPs in your pool.

How will recent editions to 
your product line-up help firms 
to analyse and quantify the 
benefits of the algorithms they 
deploy?

We recently added a TickDatabase 
for high-performance tick data 
capture and storage of every market 
data message coming across the 
wire.  This solution can be provided 
for each buy side customer to 
capture their unique liquidity stream, 
as pricing often differs across 
clients.  The TickDatabase provides 
a foundation for doing proper algo 
development, but it is also required 
to create the TCA analytics, which 
are of course unique to each client.  

Do you believe the arrival 
of peer group TCA in FX 
that reveals the benefits of 
using algorithms will lead 
to a significantly increased 
adoption rate?

Yes, the use of execution algos in 
FX is going to run the same course 
as it did with equities, eventually 
most flow will be via algos.  TCA 
will raise awareness and it will 
become a self-fulfilling prophecy.  
Peer group comparisons will be able 
to be done at multiple levels, not 
just comparisons of your execution 
vs. the market, but the technology 
providers can be compared and 
the liquidity providers’ algos and 
even their liquidity itself and the 
behaviour of execution engines can 
be compared as well through various 
metrics. Eventually, as providers like  
FXone add much more advanced 
algos that parallel what the Tier-1 
banks have on offer those will also 
be compared relative to their cost.

How can leading developers 
of algorithms like FXone help 
clients to choose the right 
execution tools for their 
specific trading objectives?

There is an education process.  For 
example, benchmark algos like 
VWAP and TWAP, are useful in a 
certain context, but it might be 
that Order Book Placement Algos 
like Sniper or Ladder algos have 
better performance relative to any 
number of factors.  The TCA tools 
we are developing will be incredibly 
valuable to clients.  Reports will 
include comparative metrics for all 
algos and a host of liquidity provider 
specific metrics like Average Interval 
Spread, Average Historical Spread, 
Average Duration, Venue Latency, 
and Reject Rates.      

In what ways do you expect 
to see further innovation 
with Execution algorithms, 
for example by increasing 
their ability to obtain 
deeper market insights and 
optimisation of their execution 
pathways?

We are developing “algos of algos” 
for automated selection of the best 
execution algo.  A client profiler 
will be able to automatically select 
a different algo for the client to 
achieve the benchmark they want.  
For example, on big announcement 
dates, you don’t want to use VWAP 
(as volumes will be skewed)...the 
algo you want is TWAP.

One differentiator is “I would” 
type of functionality that permits 
the client to inject some “Natural 
Language” instructions into any 
execution algo.  For example, a 
client enters a standard VWAP Buy/
Sell order, adding on top of this 
that “She Would execute 30% of 
the order if the price hits a certain 
level”. So, the VWAP algo, while 
doing its usual scheduling and 
slicing of this parent order, keeps 
track of the price changes.  If the 
criteria from the “I would” are met, 
the strategy would immediately 
execute up to the requested 
quantity at that price, re-schedules 
the remaining quantity and resumes 
its VWAP activity.

Where will FXone be focusing 
its efforts during the course 
of this year to widen your 
client base and geographical 
footprint?

We have already started staffing 
up in London and we plan to add 
additional positions there including 
sales and support.  As for Asia, we 
plan to start adding positions to 
our Hong Kong office, starting with 
support engineers.  We are focusing 
largely on execution algos and TCA 
but we also plan to announce some 
newsworthy latency numbers as well.
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What does the future 
hold for Multi-Dealer 
platforms in FX?

With Roger Rutherford, Chief Operating Officer, ParFX,  
Paul Tivnann, Global Head of FX and Commodities Electronic Trading at Bloomberg  

and John Miesner, Managing Director, Head of Global Sales, KCG Hotspot

The e-Forex Debate
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What pressure is likely to 
be placed on MDPs and FX 
ECNs with increased use 
of execution management 
systems by some buy-side 
firms who are seeking 
to manage trades more 
efficiently and who may be 
looking for systems that are 
able to handle orders across 
asset types?

RR: Execution management systems 
have been around for a while now, 
and have certainly evolved at a 
significant pace as the technology has 
become more sophisticated. Equity 
funds – traditionally the main users 
of EMSs – have diversified into FX via 
prime brokerage, using the same algo 
models across both asset classes.

So while it is true that some firms 
have experimented with these 
systems, we certainly do not feel 
under pressure from buy-side 
institutions that choose to use an 
EMS – the pressure on ParFX is to 
continue to operate a transparent, 
fair marketplace that offers 
trustworthy price discovery and 
offsets risk in an orderly, efficient 
manner. This is the core guiding 
principle our business is built on. 

PT:  Trading desks at asset 
management firms have required the 
ability to stage and manage orders 
generated by portfolio managers in 
an Execution Management System 
(EMS) for some time, and we have 
long catered to that requirement 
with Bloomberg FXGO. This need has 
typically applied to individual asset 
classes and, due to the separation 
of trading roles within the buy-side, 
we haven’t yet seen wholesale 
requirements for a single, cross-
asset EMS solution. The adoption 
of multi-asset trading strategies and 
multi-asset EMSs by the buy side will 
depend on the dealer community’s 
ability to support those multi-asset 
strategies as packaged transactions. 

JM: Just as in other asset classes, FX 
MDPs and ECNs know they need 
to be flexible and compatible with 
everybody’s workflow solutions, 
including execution management 
systems. So there’s no new pressure. 
If anything there’s been an increasing 
ability to adapt to third-party vendors, 
as Hotspot does. 

Some commentators believe 
ECNs may need to become 
more like EMSs in the future 
to helps clients better manage 
information flows. Do you 
agree with them?

RR: We believe that the greatest 
need amongst FX market participants 
is reliable price discovery and 
access to an environment with firm 
liquidity where they can trade with 
confidence. 

PT:  There is certainly convergence 
between MDPs and some ECNs 
offering EMS-type services. Generally, 
buy-side traders want a solution to 
support the complete workflow and 
lifecycle of a trade, whereby solicited 
orders within an EMS staging blotter 
can be executed against liquidity 
streams of their choice. Coupled with 
pre-trade decision support, execution 
tools, strategies and post-trade 
transaction cost analysis (TCA), this 
is a compelling proposition offered 
by certain MDPs and EMSs. ECNs 
which, in some cases, provide only 
unsolicited execution with one-way 
straight through processing (STP), 
create inefficiencies for buy-side 
players and so there is increasing 
pressure for these systems to evolve. 

JM: Clients’ needs vary, one size 
doesn’t fit all. At Hotspot, clients 
can choose to use our ECN, GUI,  
algorithms, or all of the above. 
Whether they use our products to 
access liquidity or simply to plug 
Hotspot into other platforms, EMS-
like functionality is already available 
to them. 

ThE e-FOREX DEBATE

Roger Rutherford

John Miesner

Paul Tivnann
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How likely is it that FX may 
move towards equity-type 
execution, where EMSs connect 
to different pools of liquidity 
(ECNs, bank or MDPs) and 
aggregate those pools of 
liquidity before execution?

RR: No matter how the market 
evolves, it is essential that the 
overall FX ecosystem is based 
on the principles of fairness and 
transparency, so that liquidity is 
not stunted by disruptive trading 
strategies. Such behaviour has 
dramatically reduced the ability of 
some of the major electronic FX 
platforms to perform their function 
as efficient trading venues. Even 
if participants are connecting to 
multi-dealer platforms via an EMS, 

we believe that the optimum source 
of liquidity will still come from those 
platforms that offer transparent and 
fair trading environments. 

PT:  The connection of liquidity 
pools exists today in the form of 
aggregation solutions, of which there 
are several in the market. Individual 
banks’ liquidity streams and ECN 
liquidity can be accessed from a 
single portal with smart order routing 
logic defining the rules of interaction 
with that liquidity. However, 
full disclosure trading is still the 
preference of bank liquidity providers 
and thus attracts the tightest spreads.

JM: Aggregation is not new to 
the FX market, although it has 
certainly evolved in recent years. 

However, it’s important to know how 
aggregation logic works, especially 
when aggregating ECNs. There can 
often be duplication of pricing across 
venues, but it’s “phantom liquidity.” 

If aggregators don’t account 
for that, the client may have 

a poor experience. We 
work with Hotspot 
clients to customize their 
access to liquidity, adding 
or stripping out sources to 
avoid duplication and build 
the right liquidity profile for 
their specific needs.

The FX market has 
many players with 
different styles of 
trading. Does that mean 
there is always likely to 
be plenty of demand for 
MDPs and the business 
for them to compete for 
in the future?

RR: The FX market is good at 
evolving and reinventing itself in line 
with the wider trading environment, 
and recent developments mean 
the time is ripe for the market to 
evolve once again. ParFX is a perfect 
example of this – the market came 
to us with their requirements for a 
transparent, fair execution venue and 
Tradition delivered this vision. 

ParFX has gained incredible 
momentum since launching last year, 
and has received backing from 14 
of the largest FX trading institutions, 
which validates our model and ethos 
– further highlighting the market’s 
desire for a mainstream alternative 
trading platform.

PT:  Bloomberg FXGO offers the 
ability for subscribers to select which 
brokers they want to see pricing 
from and trade with based on their 
relationships. We are seeing the 
trend towards relationship-based 
trading increase for many reasons: 
clients want to avoid information 
leakage and market footprint and 
one way to do that is to execute 

What does the future hold for Multi-Dealer platforms in FX?
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“..the market decides where 
it wants to trade and the 

platforms that survive will be the  
ones that offer trustworthy price  

discovery and deep liquidity – it’s a 
Darwinian process and the platforms that 
can’t deliver will soon become extinct.”

Roger Rutherford
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with a bank able to internalise that 
flow so as not to move the market. 
We’re also seeing that large parts of 
the market, such as the corporate 
sector and emerging markets 
participants, are transitioning 
from voice trading to 
electronic execution in order 
increase efficiencies while 
maintaining their important 
trading relationships.

JM: The market is broad 
and rich enough to support 
a number of venues, and the 
competitive nature of MDPs 
offer clients the value of tighter 
prices and richer liquidity that will 
always be in demand. However, 
the market can’t support an 
unlimited pool of MDPs. The key to 
a good MDP experience is critical 
mass of incremental liquidity, so 
those with broad and diverse client 
bases, unique liquidity, flexibility 
and multiple solutions have the 
advantage.

Do you think the unique 
requirements and nuances of 
the FX market will safeguard 
the future of trading venues 
that cater to traders who 
require more tailored execution 
toolsets, deep FX liquidity and 
complete end-to-end workflow 
solutions across the entire 
transaction lifecycle?

RR: There will always be a demand 
for specialist players in each asset 
class, and FX is no different, as it 
is a diversified market in terms of 
participants and trading strategies. 
The requirements for FX trading 
platforms vary significantly 
depending on who you are talking to 
at any given time – the key to being 
successful is to be closely aligned 
with your customers and work 
alongside them to make sure your 
business model meets as many of 
their requirements as possible. And, 
as we were chosen by the market, 
we feel we are particularly well-
placed to succeed.

PT:  The market is 
increasingly relying on 
electronic execution as a 
result of regulatory reform, 
compliance and the need for 
best execution and end-to-end 
solutions. As global growth returns, 
the privatisation of pension funds 
continues and cross-border trade 
increases, the daily turnover in FX 
will continue to rise and people 
will continue to look for new ways 
to execute against deeper liquidity 
pools. Algorithmic trading will also 
continue to increase as people 
look for better ways to interact 
with liquidity without negatively 
impacting the market. Venues 
that can nimbly adapt to market 
changes and provide cost effective, 
integrated solutions will provide 
their clients with the most value.

JM: Great value will always come 
from focus. Hotspot’s structure 
provides clients with deep liquidity 
and tailored executions, including 
the multiple order types traders 
require, while maintaining agnostic 

open architecture for third-party 
solution providers. Hotspot’s 
primary value-add is delivering 
unique and customized liquidity for 
each participant, while seamlessly 
integrating with that client’s 
preferred workflow. Rather than 
trying to replace what our clients 
already use, we make it easy for 
them to quickly plug in and more 
efficiently trade.

What threats are being posed 
to MDPs by the increasing 
sophistication of Bank SDPs 
which are centralizing order 
flows across all business 
lines, increasing EM liquidity, 
delivering a wider range of 
electronic services and offering 
use of their proprietary 
algorithmic execution tools to 
clients?

What does the future hold for Multi-Dealer platforms in FX?
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“We are seeing the trend 
towards relationship-based 
trading increase for many 

reasons: clients want to avoid 
information leakage and market 

footprint and one way to do that is to 
execute with a bank able to internalise 

that flow so as not to move the market.”

Paul Tivnann

Introducing a completely new approach to spot FX trading. ParFX, designed by the market,  
for the market. Pure functionality, pure practicality, pure strength. 
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functionality.
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ParFX - a pure everyday  
essential for FX trading.
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RR: The increasing sophistication 
of single dealer platforms is just 
another cycle in the evolution of 
the FX markets, and is certainly not 
negative, as it offers clients a wider 
choice of options for executing 
their trades. Single dealer platforms 
interact with execution management 
systems, and then trade into a multi-
dealer platform – the problem arises 
when you get to a point where the 
EMS doesn’t trust the MDP it trades 
into, at which point the bank starts 
to hold on to more risk. 

This is also a distinction between 
‘good’ internalisation and ‘bad’ 
internalisation. In a truly efficient 
market, banks would have the 
choice to internalise or trade into 
the market. This isn’t always the 
case, due to disruptive trading 
behaviour that takes place on some 
multi-dealer platforms every day.

Banks are in the business of 
managing their client flow and the 
associated risk that comes with 
it – they have to trade foreign 
exchange and rely on market venues 
to exchange that risk. Ultimately, 
they are looking for a better place to 
execute client orders. 

At the moment, the confidence is 
not there, due to certain types of 
disruptive behaviour, such as price 
flashing. As such, they are forced 

to internalise – they don’t have a 
choice. This has led to demand for 
an alternative trading environment 
based on fairness and transparency.

PT: The top banks have invested 
heavily to provide innovative solutions 
for their clients and single dealer 
platforms have evolved considerably. 
However, MDPs’ ability to offer 
clients access to all of their liquidity 
providers from a single platform, 
with a single login and point of STP, 
continue to make them a compelling 
solution, particularly when, like 
Bloomberg FXGO, they are integrated 
with news, decision-support and 
post-trade risk services. Though tier 
one banks will often preference their 
own single dealer portals, they are 
also responsive to customer choice of 
venue and are keen to work with us 
as a distribution channel for their full 
liquidity offering which increasingly 
includes algorithms. We currently 
have 13 banks providing over 50 
different algorithmic strategies via 
FXGO. 

JM: MDPs are simply the most 
effective way for clients to achieve 
best execution because they offer an 
inherently diverse marketplace where 
multiple providers meet to offer 
competitive prices and trade. On 
Hotspot alone we have more than 
600 active participants every day. 
Bank SDPs are the right solution for 

some, but they don’t compete with 
MDPs in the same way, particularly 
as the focus on best execution and 
unconflicted trading grows. People 
are looking to interact with more of 
the marketplace—not less. 

What impact do you think new 
SEF rulesets in FX will have 
on the future growth and 
evolution of MDPs?

RR: As a spot platform for CLS-
settled currency pairs, the new 
SEF rulesets won’t have an impact 
on ParFX. However, if spot was to 
become a regulated market, our 
technology and infrastructure is 
future-proofed and nimble enough 
to react appropriately. 

PT:  NDFs and options form less 
than 10% of daily FX turnover but, 
as a result of regulation, have had a 
big cost impact in the marketplace, 
affecting banks, customers and 
vendors. Given that 90% of FX 
activity falls outside of regulatory 
requirements, customers are 
looking for solutions that help them 
move seamlessly from a regulated 
environment for NDFs and options 
and to non-regulated trading for 
spot, forwards, swaps and deposits, 
all within a consistent framework.

In the fragmented world of 
FX trading where sourcing 
liquidity plays a big part for 
so many participants do you 
believe the benefits of trading 
via ECNs will always remain 
strong or are they likely to 
be eroded by other factors 
coming into play?

RR: It’s true that spot FX is 
fragmented and participants have 
more choice than ever before. 
However, the market decides where 
it wants to trade and the platforms 
that survive will be the ones that 
offer trustworthy price discovery 
and deep liquidity – it’s a Darwinian 
process and the platforms that can’t 
deliver will soon become extinct. 

What does the future hold for Multi-Dealer platforms in FX?
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“The key to a good MDP
experience is critical mass of 

incremental liquidity, so those 
with broad and diverse client

bases, unique liquidity, flexibility
and multiple solutions have 

the advantage.”

John Miesner
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PT:  Trading over a matching platform 
or ECN has always appealed to a 
certain type of buy-side user who 
values anonymity, low-latency and 
the ability to use special order types. 
ECN trading has grown alongside the 
appetite of the largest banks and high 
frequency hedge funds to take on 
and offload risk dynamically via black 
box market-making and market-
taking models. Matching solutions 
still hold appeal with a certain active 
trading segment of the client base.

JM: The diversity of participants 
on an ECN makes it inherently an 
aggregated solution. If you access a 
robust and diverse ECN, you don’t 
have to go anywhere else. 

What role do you see 
technology playing in 
safeguarding or undermining 
the business models of 
specialist FX trading venues, 
ECNs and MDPs in the future?

RR: Technology has underpinned 
the growth of the FX market over 
the last quarter of a century or 
more, and is here to stay – what’s 
important is how you use it and the 
intentions behind your actions.

For example, the emergence of 
“first in, first out” trading in recent 
years has given an unfair advantage 
to the fastest computers and has 
led to an arms race of spending 
on technology. Market participants 
come to the market to exchange risk; 
they should not come to race. Banks 
are in the business of managing their 
client flow, but at the moment, the 
confidence is not there.

Going forward, the FX industry 
needs to use technology in a 
more responsible manner in order 
to preserve the efficiency of the 
market. ParFX was built on the 
principles of fairness, transparency 
and a level playing field. The 
platform’s unique matching 
mechanism applies a randomised 
pause to all order submissions, 

amendments and cancellations. 
This firms liquidity and improves 
execution by creating a genuinely 
level playing field for all participants 
– regardless of geographical 
location, technological sophistication 
or financial strength.

PT:  Market participants will always 
look for innovative and efficient 
tools to help increase liquidity choice 
and will prefer a single, integrated 
solution. Technology has to keep 
providing answers to questions 
posed by liquidity fragmentation 
and the growing requirement for 
flexibility in execution while helping 
customers operate within the 
new constraints of regulation and 
compliance.

JM: Technology is always front of 
mind and the key to success of any 
ECN. At Hotspot we are focused 
on using technology to ensure 
performance, improve capacity, 
reduce latency, etc. If you’re not 
doing that all the time, you are not 
in the game.

Is it a ‘buyers market’ for 
liquidity takers in the FX 
industry and if so, what effect 
is this likely to have on the 
future prospects of MDPs and 
ECNs?

RR: Yes – there is definitely an 
argument that FX is a buyer’s market, 
with liquidity takers having more 
choice of platforms than ever before. 
ECN providers have had to become 
more competitive in their offering 
and those who listen and respond 

ThE e-FOREX DEBATE

to the market’s needs will be the 
ones that survive in the long-term.
Market participants are fed up with 
being “gamed”, while smaller banks 
are fed up with being picked off, 
or ‘pipped’, by disruptive high-
frequency trading. In the rush for 
brokerage, effective surveillance of 
activity on existing platforms has 
simply broken down.

ParFX was built in direct response to 
these concerns and at the request 
of the market. We offer a market 
ecology where there is certainty of 
trade – where they can exchange 
currency risk at the best price in a 
fair market. 

PT:  Price takers certainly have a lot 
of choice in the market for liquidity 
today.  Spreads are narrowing and 
margins are reducing and, as such, 
you can argue that it is a buyers’ 
market. However, looking to the 
future, with capital constraints on 
banks and with credit becoming 
more and more valuable, the 
pendulum could swing the other way 
with banks becoming more selective 
about who they extend liquidity to.

JM: As long as an ECN or MDP 
can demonstrate its value, clients 
will want to participate on it. It’s 
a mutually beneficial relationship, 
and the demand for deep FX 
liquidity is not going to go away. 
Consultative customer service makes 
a meaningful difference. It is one of 
the ways Hotspot differentiates itself 
and may explain why it continues to 
grow both clients and volumes amid 
a proliferation of venues.
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“Internalising flow, at the right rate, is key to 
increasing profitability and marketshare,”

David Cooney
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The system provides all the 
components for price formation, 
portfolio based skewing, algorithmic 
hedging, system administration, 
risk and trade visualisation, flow 
analysis and rate customisation and 
dissemination to put banks and 
brokers on the same footing as a 
tier one bank.

InternalIsIng Flow 
MFX Compass has been launched 
to help banks and brokerages get 
on that footing without the capital 
cost, delay and uncertainty in 
building the technology in-house.

“Internalising flow, at the right  
rate, is key to increasing profitability 
and marketshare,” said David 
Cooney, CEO at MahiFX. “But it’s 
a tough puzzle. Assembling the 
teams to build an internal solution 
is expensive, and sometimes, where 
is has been attempted, the results 
have been less than hoped for.”

low executIon rIsk
“FX is an incredibly important part 
of any bank’s business,” Cooney 
continued. “It’s going electronic, 
and banks need to optimise the 
value of their flows. We provide 
the technology to do that. MFX 
Compass provides a proven solution 
with minimal lead time and variable, 
performance-based costs.”

Easy to implement standalone or 
integrate into legacy infrastructure, 
MFX Compass provides institutional 
clients with fast access to a scalable 
e-FX trading business, while 
minimising development costs, 
framework complexity and time to 
market. 

Cooney added: “We use the same 
framework for each client, but the 
way it is calibrated and operated is 
actually very bespoke. Everyone gets 
excited about the software but that’s 
just the tool; it’s actually how you 

operate it. We do that in partnership 
with our clients, to make sure it 
fulfils the client’s requirements.We 
don’t just install software and walk 
away; we help the client to monetise 
and evolve their e-FX business.”

complete e-Fx package
MFX Compass technology and 
support framework enables: 
price formation; portfolio-based 
skewing; algorithmic hedging; 
risk and real time analytics; 
system administration; spread 
setting; visualisation of trades; 
rate dissemination; both GUI and 
FIX; and complete partnership in 
monetising the business.

UK-based New Zealander Cooney, 
former global co-head of e-FX 
trading at Barclays Capital, runs 
MahiFX with his wife Susan Cooney, 
former head of e-FX institutional 
sales in Europe for Barclays Capital. 
Mahi means ‘our craft’ in Maori.

MFX Compass
for the next generation of e-FX 

MahiFX, the foreign exchange technology provider, has recently announced 
the launch of MFX Compass, its comprehensive electronic FX trading 
technology for institutional clients. 

For more information, 
please go to:  

http://mfxcompass.
mahifx.com
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Everything is back to normal in the 
FX market – but it’s a new normal. 
All around us, corporates are 
back to funding their cross-border 
operations; trading desks are back 
to taking orders and transacting; 
retail investors are back to piling in 
behind every new trend. We’ve had 
ten-plus years of upheaval – not 
just the crash but also the impact 
of technology on what we do; plus 
all that wider IT-accelerated social, 

political and economic change; lately 
the worst weather for centuries; all 
capped off with a European political 
crisis that mimics 1914 rather too 
accurately – and yet, behind it all, 
the FX market is back to moving as 
it has always moved.

Which is significant. Seven years 
ago, Credit Suisse launched AES 
FX. Take-up was sustained, as was 
competition to dominate the new 

space. Evangelos Maniatopoulos, 
global head of AES FX product 
and trading, Credit Suisse, says: 
“When Credit Suisse launched AES 
FX seven years ago, it represented 
a new approach to executing FX 
transactions. At the time, our 
challenge was to convince our 
customers that it was a viable 
alternative to the more traditional 
means of trading FX – click and deal, 
voice dealing, et cetera. We strongly 

Execution 
algorithms 
where innovation is 
driving demand in FX 

William Essex explores which FX buy side sectors are now 
becoming the biggest users of execution algorithms and 
in what ways the focus on transaction cost analysis in 
FX is further stimulating the use of algorithms as a key 
component of best-execution toolsets.
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believed that the benefits of 
this type of product would be 
appreciated by customers.” 
Then, AES FX was the new game 
in town. Now, many (most, 
pretty much all) Tier 1 banks 
have, or are working to have, an 
algorithmic execution platform to 
accompany their more traditional 
execution capabilities.

The new approach to FX arrived 
just in time for fragmentation 
– liquidity became (even 
more?) problematic – and 
a fresh regulatory emphasis 
on transparency, thus TCA; 
Maniatopoulos comments 
that work by Credit Suisse to 
develop pre-trade, real-time and 
post-trade TCA in the FX space 
“significantly contributed” to the 
ongoing adoption of AES FX.

Technology in general, and 
algorithmic execution in 
particular, gave us many things 
over the decade just passed: 
(ultra) low latency, HFT, the 
phrase “flash crash”, lots 
of speeches on Capitol Hill, 
politicians adding their names 
to copious new legislation. We 
have access, if we can use it, to 

whatever Big Data is trying to tell 
us, and we have smart-order routing 
and various forms of machine 
intelligence. Algorithms can trade 
and transact FX faster than we can 
think about FX, and they can do 
that effectively as well as (if you’re 
up for re-election) scarily.

But the really attractive characteristic 
of algos, which makes them so 
durable, is that they flourish just as 
easily in a tightly regulated trading 
environment, as in the relative 
free-for-all of global FX. Algorithms 
are good at stealth, but they also 
provide an unambiguous audit trail. 
“Algorithmic execution in FX is 
here to stay,” says Maniatopoulos, 
understandably.

So what’s new about the “new 
normal” in algorithmic execution of 
FX. The more instructive question 
is – what’s normal about it? The 
suggestion above, that we’re 
“back” to normal in the FX market, 
might seem to suggest that all the 
change of the past decade has been 
temporary. In fact, the opposite is 
true. Best evidence of that? Look at 
who is using FX algos.

Buy-side users 
So which FX buy side sectors are 
now becoming the biggest users 
of execution algorithms? Well 
first of all we have corporates. 
They may not be the biggest yet, 
but they do seem to be getting 
there. Asif Razaq,  global head of 
FX algo execution at BNP Paribas, 
says: “We’ve seen increasing 
demand in the corporate sector. 
Corporates are now beginning 
to see the true benefits of using 
execution algorithms.” This is not 
a finding unique to BNP Paribas. 
Giving a strikingly similar answer, 
Maniatopoulos says: “We have 
seen a great deal of interest from 
corporates over the last eighteen 

months. Certainly, corporates are 
becoming more accustomed to the 
concept of execution algorithms.”

To judge from these and other 
replies to the same question, 
there is a widespread corporate 
awakening going on, to the benefits 
of FX-algo execution. Indeed, 
Paul Downie, head of foreign 
exchange, Royal Dutch Shell, has 
described algorithmic execution 
as the “lynchpin for continuous 
improvement” in his firm’s FX 
activity (citing transparency and 
flexibility as key drivers). So what’s 
normal? Corporates have been 
buying and selling currencies since 
the very beginning. They’ve been 
doing it for operational reasons, 
and their presence in the market 
is a large part of what makes it 
interesting for the rest of us. If 
corporates are using algos, it follows 
that algos are normal as well as 
new.

“There is a second group,” 
Maniatopoulos also says: “where 
we have seen significant demand 
for execution algorithms. It has 
increased over time, and has 
spanned across a number of 

AlgORithmic FX tRAding

Evangelos Maniatopoulos 

“Algorithmic execution in FX is here to stay,”
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customer segments. Most active 
in the space are hedge funds, 
investment advisers, money 
managers, pension funds – the 
real-money community generally.” 
FX-execution algorithms are, as it 
were, hitting the big time across the 
market. 

Jonathan Wykes, Head of EMEA eFX 
sales, Bank of America Merrill Lynch, 
says: “After corporates, we see a lot 
of activity coming from the real-
money community. They’re typically 
either using execution algorithms 
because they want to execute based 
on their view and participate in price 
improvement, or they’re looking 
to exit a trade at a particular level 
and want to do that quietly and 
discreetly.”

There is a distinction to be made 
here.  Wykes says: “Corporates on 
the other hand trade in large size 
and with the aim of exiting risk over 
a long period of time.”  

The significance of corporate 
take-up is what it tells us about 
the acceptability of algos. They’re 

no longer seen as “dangerous” 
in the way that, let’s say, certain 
derivative structures came to be 
seen as dangerous in the immediate 
aftermath of what happened a few 
years back. They may be conducive 
to HFT, et cetera, and appealing 
to adventurers, but algorithms are 
mainstream now. They are no longer 
exotic.

Why not? Partly because trading 
desks have been working hard to 
“normalise” FX algos, not least 
via innovation at the point of 
access, and partly because the 
buy-side has been engaging much 
more actively with the execution 
process. There has been regulatory 
pressure towards greater mutual 
understanding between the two 
sides, which has led to a mutual 
enthusiasm for transparency, 
oversight and effective TCA (we’re 
coming to that), and among other 
factors driving clients to take greater 
care have been all manner of wars, 
turbulences and natural disasters. 
Gary Stone, chief strategy officer, 

Bloomberg Tradebook, says: “We’re 
seeing a lot of engagement from 
both sides, from liquidity providers 
and from hedge funds and the 
buy-side. In the past, hedge funds 
and the buy-side were takers; now 
we’re seeing them become makers. 
They’re playing both sides.”

engaging with the OBO 
trader
We’re all in this together, in effect. 
Corporates and the real-money 
community alike have been 
incentivised to engage by regulatory 
pressure and market instability 
(and the banks’ own efforts, no 
doubt). Peter Bondesen Sales 
Manager EMEA FlexTrade UK, says: 
“In general, the market is moving 
towards smarter execution, either 
by utilising in-house strategies or 
broker algos. The biggest push 
we are seeing is from the asset 
managers.” 

Being smart is no longer just an 
option; it’s a fiduciary obligation. To 
jump ahead of ourselves, Bondesen’s 
idea of “smart” goes beyond order 
routing. Bondesen says: “I can 
imagine that in the future, artificial 
intelligence will be used to read 
news quickly and make decisions 
based on the perception of the 
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Asif Razaq 

“We’ve seen the biggest growth coming from the 
corporate sector. Corporates are beginning to see the 
benefits of using execution algorithms.” 

“… algorithms are 
mainstream now. They 
are no longer exotic.”
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story.” We would have to redefine 
the word “irony” if regulatory 
pressure from Brussels, say, rather 
than just brain-power from Silicon 
Valley, pushed AI to sci-fi levels of 
usefulness.

But we really are jumping ahead. 
Engagement is a two-way process, 
and while the buy-side has been 
getting to grips with algo execution, 
trading desks have been coming to 
meet them half-way, as it were, by 
re-engaging with more traditional 
methodologies. Razaq says: “We’ve 
seen a rise in OBO [On Behalf Of] 
trading. For clients who are risk-
averse and are apprehensive to 
invoke an algorithm, they are now 
simply calling the bank, just as they 
would call for a voice trade, but 
instead are requesting, can you 
buy me €100m on Chameleon?” 
Note that word: massive. “The 
salesperson pulls up the algo order 
ticket, puts in the order on their 

behalf, and updates them as the 
order is executed,” says Razaq.

OBO trading means clients picking 
up the phone. Those of us old 
enough to remember rotary dials 
and talking to the operator can still 
place our orders in the old-fashioned 
way, and get access to algorithmic 
execution. Discussing corporate 
interest in Chameleon (BNP Paribas’ 
passive algo, by contrast with the 
more aggressive Viper), Razaq 
says: “Such clients still respect the 
voice relationship they have with 
the bank and it is something they 
would like to maintain. As they 
get more experienced, they will 
eventually start submitting the 
orders themselves.” And until they 
get to that point, they will have the 
salesperson’s running commentary 
as the order goes through.

If today’s range of external 
factors (regulation, turbulence, et 

cetera) represent a push towards 
engagement, there might be a case 
for wondering whether there are 
any pull factors impacting on the 
buy-side. And of course – there are. 
The sell-side is giving the buy-side 
what it wants – not least, a clear 
audit trail, plus a voice relationship 
and a GUI (to misuse the term) 
that looks remarkably like an old-
fashioned telephone handset.
All of this at the same time as 
execution itself is becoming a much 
richer experience. 

All TCA TogeTher now!
Okay, we can stop talking as 
though algo execution is something 
distinct and separate from every 
other kind of execution, and we 
can start to give up on the idea 
that execution itself is just a matter 
of, well, executing. The buy-side 
wants more. Steve Aldridge, head of 
macro esales, EMEA, Credit Suisse, 
says: “Pre-trade and post-trade; 
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Being smart is no longer 
just an option; it’s a 
fiduciary obligation.
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execution-advisory has always been 
part of our offering. It’s coming 
more into focus now, and it’s 
something that clients increasingly 
ask for.”

We can assume that those clients 
recognise their own need to be 
properly informed. Aldridge says: 
“It’s often the case that a client 
will come to us with a general 
question, to which we can provide 
specific solutions. For example, if 
I’m an execution trader, how do I 
demonstrate that I’m doing a good 
job? How do I demonstrate to the 
portfolio manager that my execution 
is better via AES than by just hitting 
a risk price or using another algo 
product?”

Meanwhile, Bloomberg Tradebook 
have recently launched their 
Execution Consulting service, which 
is designed “to impact and add 
value to each phase of a well-crafted 
trade cycle”, as the website rather 
nicely puts it. Stone continues: 
“Clients are looking at how their 

orders interact with the market. 
Are they getting the results they are 
looking for? They’re asking: what 
can we do with different tactical 
algorithms to achieve the results 
we are looking for?”

These, again, are clearly well-
informed clients, even if what 
they’re informed about is their 
need for a better understanding of 
what they’re doing. Next question, 
following on from this: is the focus 
on transaction cost analysis in 
FX further stimulating the use of 
algorithms as a key component 
of best-execution toolsets? Yes, 
because TCA by its very nature 
emphasises the transparency that is 
so readily achievable via algo usage. 
Razaq says: “We give clients full 
transparency on execution, with 
the Cortex iX post-trade report we 
break down every single transaction 
the algo has traded. Furthermore, 
to support TCA, as a bank we are 
making ourselves fully auditable 
to our clients. To satisfy the best-
execution requirement, we also 
give the client a snapshot view of 
the market, including all prices and 
venues at the time the algo traded.”

Clients can audit trades and trade 
history, and work out whether 
they’ve received best execution. 
Oh, and algos are also handy for 
what-if scenarios. On this, Peter 
Bondesen says: “By comparing 
the market impact of similar 
execution algos in the same pairs 
during similar hours, trading desks 

will over time be able to optimise 
execution strategies through 
TCA analysis of the strategies.” 
There’s a virtuous circle spinning 
round here; imagine the content-
rich meetings that algos enable. 
Bondesen, going on to discuss the 
range of comparisons/analyses 
available, says: “Whichever algo 
is being used, the most important 
variables are the credit facilities of 
the executing broker, the liquidity 
sources reached and the code itself, 
often using a combination of passive 
and aggressive orders to maximise 
the likelihood of completing the 
order within the timeframe without 
crossing the spread on all orders.”

Scope for some really interesting 
conversations there. But there’s 
more. FX-algo TCA is changing 
client behaviour. Gary Stone 
describes a recent past in which 
hedge funds would use tactical 
algos, while long-only funds would 
typically be much more tentative, 
and contrasts this past with a very 
different present. Stone says: “We’re 
starting to see both the buy-side 
and the long-onlys work their order 

AlgORithmic FX tRAding

Peter Bondesen 

“By comparing the market impact of similar execution 
algos in the same pairs during similar hours, trading 
desks will over time be able to optimise execution 
strategies through TCA analysis of the strategies.”

Gary Stone 

“In the past, hedge funds and the buy-side were takers; 
now we’re seeing them become makers. They’re playing 
both sides.”
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in the market, in an aggregator 
or manual-type fashion. The algos 
that people are using are reserve, 
I’ll iceberg the order, or I’ll peg the 
order, or I’ll do different things in 
that realm.” We’ve spoken earlier 
about the increased engagement 
that algos encourage; TCA is 
the enabling medium for that 
engagement.

Note, though, that engagement is 
as much strategic as tactical. Stone 
continues: “The innovation which 
I think is coming is that, in their 
DMA tactical algo suite, clients are 
starting more aggressively to think 
overall about how they want to 
engage the market. New algos are 
going to try to mimic some of the 
behaviour of traders.” For Bloomberg 
Tradebook, as Stone explains, the new 
emphasis on the quality and nature 
of the client’s market engagement 
is prompting a new focus on the 
algo’s smart-order router and how it 
interacts with different liquidity points.

Next question. What work has been 
done to develop more adaptive 

algorithms specifically for the 
FX market which leave minimal 
market footprints and which 
are a significant improvement 
and refinement on the previous 
generation of algos?

This is an interesting one, not least 
because equity algos existed before 
FX algos, and FX algos tend to be 
part of wider product suites. “AES 
is available across a large number 
of electronic asset classes, including 
equities, futures, options and of 
course foreign exchange,” says 
Maniatopoulos. To offer a product 
suite across all asset classes is not, 
of course, to overlook asset-class-
specific, FX-specific, development. 
Aldridge says: “What we aim to 
demonstrate to the client, over the 
hundreds of thousands of trades 
that AES FX has executed during the 

last seven years, is that on average, 
they can improve their execution 
quality, execute inside a spread, or 
beat their benchmark.”

AdApTive AlgoriThms 
leAve no fooTprinTs
“We only deliver next generation 
adaptive algorithms,” says Asif 
Razaq. “The algo market is fast-
moving and we’re constantly 
developing new tools.” One of 
these is the “feedback loop”. Razaq 
says: “The algorithms talk to the 
client and give them a view of 
what they’re seeing in the market.” 
Giving the example of a client using 
Chameleon (passive, stealth) to 
execute a large order, Razaq says: 
“While the algorithm is executing, 
we want to show the clients the 
very same market signals that the 
algorithm is utilising.” The algo is 
using nanosecond technology, says 
Razaq, to work out the shape of the 
market, where the market’s going, 
what its execution path will be.

There’s a dial. And a red button. If 
Chameleon is executing rapidly in 

Execution algorithms 

A
l
g

O
R

it
h

m
ic

 F
X

 t
R

A
d

in
g

Algorithms  
are good at 
stealth, but they 
also provide an 
unambiguous 
audit trail.

Jonathan Wykes 

“One of the key things we’ve done here is make our 
algos more attuned to the unique characteristics of 
a particular currency pair and time of day.”
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a favourable market, the client can 
use the dial to slow it down (in the 
expectation of further improvement 
in the market, say). The red button 
is coupled to a heat indicator 
showing liquidity. “The algorithms 
are designed to run on autopilot, 
but we want to give clients the 
option of turning off autopilot and 
flying the execution themselves,” 
says Razaq. The red button – also 
known as the “start rapid fill” button 
– glows red when there’s liquidity 
about. The client hits the button to 
convert a passive Chameleon into 
an aggressive Viper, and then hits it 
again to slow things down. A client 
with a hyperactive inner child can 
keep on hitting the button, passive 
to aggressive and back again, until 
the button stops glowing red and it’s 
time to come in from the playground.

Having started the conversation 
talking about “third-generation 
adaptive algos”, by the mid-point 
Razaq has shifted to describing 
“fourth-generation interactive 
algos”. The future is here already, 
and it’s answering back.

Jonathan Wykes notes: “One of 
the key things we’ve done here is 
make our algos more attuned to the 
unique characteristics of a particular 
currency pair and time of day.” This 
is almost an obvious point to make, 
although not all algo-designers seem 
to be aware of it: different currencies 
trade very differently. Wykes says: 
“So in the background a user can set 
currency specific parameters for each 
algo, or let the algo dynamically adapt 
to the current market conditions in 
order to give you the best possible 
execution. The algo should be able 
to recognise that, say, EUR:USD 
might trade every 25 milliseconds but 
USD:ZAR only trades every 250 to 
500 milliseconds, so there’s no point 
in trying to replenish your liquidity in 
the market as frequently.”

Time zones also impact on trading 
behaviour, says Wykes. “The other 
point is, the algo’s engine has to 

recognise which liquidity pools 
it should be executing, not just 
on historical data, but based on 
what’s happening in real time.” 
Part of the issue here, of course, 
is that the choice of liquidity pool 
can determine market impact. 
Peter Bondesen develops this 
point: “Broker algos are using 
a combination of external and 
internal liquidity to improve overall 
execution, and the combination of 
these multiple pools of liquidity has 
been optimised in some of the latest 
algos.” What’s adaptive here is the 
size of orders placed in each venue 
and how that volume is split into 
multiple smaller trades. Bondesen 
says: “These slices are disguised as 
part of the overall flow from the 
broker thereby not revealing the 
origin or size of the parent order. 
By maximising the amount done 
through passive orders, the direction 
is hidden from the market.”

GettinG it, measurinG it
What about peer-group TCA? 
Would this, first, reveal the benefits 
of using execution algorithms, 

and secondly, would it lead to a 
significantly increased adoption 
rate? The issue arises because banks, 
understandably enough, provide 
their own proprietary forms of TCA. 
These, although comprehensive 
in themselves, do not necessarily 
provide a level playing field for 
comparison by, say, prospective 
clients or indeed regulators. 
Evangelos Maniatopoulos says: “It 
may be that regulators will require FX 
to change from OTC to an exchange-
traded market. Without agreed rules 
of engagement and guidelines as to 
how trades are meant to be executed 
and reported, and what kind of 
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The significance of 
corporate take-up is 
what it tells us about 
the acceptability of 
algos. They’re no longer 
seen as “dangerous”

Steve Aldridge 

“It’s often the case that a client will come to us 
with a general question, to which we can provide 
specific solutions.”
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information should be disseminated 
to the open market, it is difficult to 
reach the level of transparency that 
clients are accustomed to in other 
asset classes.”

To answer the questions at the top of 
this section, and taking into account 
everything else said so far – almost 
certainly, and probably. That said, 
Jonathan Wykes sounds a note of 
caution. “One of the constraints 
of peer-group TCA is that while 
clients may execute similar trades, 
they could have quite different 
reasons for entering into them. At 
the moment, trying to incorporate 
personal factors into peer-group 
TCA is virtually impossible to do,” he 
says. “Peer-group TCA also doesn’t 
account for the exact amount of 
liquidity available at any given time, 
the underlying volatility or the price 
action, so its benefits are limited to 

giving a ‘rough guide’.”

Later in the same conversation, 
Wykes says: “Algorithms do 
what they’re instructed to do. 
The more you articulate your 
objectives through the parameters 
contained within the algos, the 
better its performance.” Which is 
a thought-provoking observation 
in itself. It also raises two further 
questions beyond TCA. To use 
the right algo at the right time is 
partly a matter of effective and 
ongoing pre-trade, real-time and 
post-trade analysis, but it also 
requires dialogue. Maniatopoulos 
refers to the “significant dialogue, 
communication, education, constant 
support” that AES FX users can 
expect to receive, and then takes us 
straight to the second of our two 
further questions: getting the thing 
plugged in properly.

What issues are involved with 
integrating execution algorithms into 
buy-side workflows and overcoming 
the complexities of integration? 
Maniatopoulos says: When clients 
request trading access over a new 
platform, you need to be able to tick 
all the boxes. You need to be able to 
manage connectivity, handle trading 
into single/multiple accounts, offer 
access to a large number of currency 
pairs, have STP in place, and of 
course do all of the above very well.” 
Connectivity is key. 

PushinG the Parameters
In what ways may the 
parameterisation of execution 
algorithms enable changes in their 
behaviour by clients on-the-fly? 
Jonathan Wykes says: “We’ve recently 
launched an algo called Whisper, 
which provides efficient direct access 
to our highly coveted internal-only 
client liquidity. Key new features of 
this tool provide traders with the 
ability to expedite execution, increase 
customisation and streamline usage. 
For example, the ‘Take Profit’ feature 
follows the market and captures 
spread while also setting boundaries 
around how far the algo should go. 
Similarly the ‘Expedite’ feature speeds 
up the fill rate of an order if the 
market starts going against you. With 
these enhanced capabilities in mind, 
we have ‘whisperised’ our other 
algos – by taking some of these key 
parameters and applying them across 
our strategy suite.”

If client engagement is the future, 
parameterisation is the future. 
Wykes says: “The clients that 
perform best are those that have 
a strong understanding of the 
different parameters that are 
available to them and keep an eye 
on what they’re doing.” Wykes 
also makes a very good point about 
evolution: go back. “So when you 
create new parameters, you not only 
apply them to your latest strategies 
but also see if you can go back and 
re-tune your pre-existing strategies 
to work better.”

AlgORithmic FX tRAding
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One size no 
longer fits all  
the welcome arrival of more  
tailored institutional forex  
software services

When the forex industry 
began to look at 
technology as a way to 
make more money, faster, 
and to stay ahead of the 
markets and the competition, 
an ‘out of the box’ or ‘off the shelf’ 
approach to technological solutions 
was the way to go. Today, as Heather 
McLean discovers, that idea is losing 
its appeal as a more tailored approach 
and a desire for differentiation in the 
marketplace, takes precedent. 
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The ‘one size fits all’ approach to 
forex technology has fallen out of 
favour, says Andrew Ralich, CEO 
of oneZero Financial Systems. He 
comments: “During the early stages 
of any market or technology trend, 
time to market is the primary driving 
force behind many participants’ 
deployment decisions. This was 
especially true in the retail FX space 
in the past 10 years. As the market 
has evolved, brokers have learned 

that ‘one size fits all’ offers many 
benefits, but also presents many 
pitfalls.” Ralich also adds that 
decoupling and replacing individual 
components in such a solution 
can prove to be quite difficult. 
“In addition, niche players have 
emerged and proven themselves 
to be domain experts in areas such 
as bridging, CRM, liquidity and risk 
management, and a combination 
of these bespoke solutions has 
proven to provide a more robust 
and flexible framework for running 
a brokerage. This being said, I do 
think we will still see centralised 

component frameworks evolve, the 
difference being that these new hub 
solutions will provide a more open, 
flexible system for coupling different 
technology components, while still 
acting as a concentrated point for 
the broker to manage their entire 
topology,” Ralich states. 

Out Of fashiOn
As fashions go, ‘one size fits all’ 
forex technology has definitely 
fallen from the limelight, states Tom 
Higgins, CEO at Gold-i. He explains: 
“In order to attract new clients 
and retain existing clients, brokers 

FX BROkERagE OpERatiOns
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need to have an ‘edge’, which is 
best achieved through the use of 
a custom technology offering. The 
major technology vendors have 
embraced this concept and have 
adapted their products and services 
to make them more flexible and 
tailored to individual client needs.”

The ‘one size fits all’ approach has 
fallen out of favour because, states 
Jake Van Namen, vice president and 
head of strategy and operations at 
Forexware, every client is unique: 
“As much as Forexware has 
streamlined the client on-boarding 
process, each client will have their 
own unique requirements and 
preferences. The size of the client’s 
organisation, geographic location 
and level of sophistication all play a 
significant role in how we approach 
each client. We haven’t adopted a 
‘one size fits all’ approach because 
even the solutions we offer will 
evolve over time in order to remain 
competitive and innovative in the 
marketplace.  Our approach is 
constantly changing as customer 
and market demands change over 
time.”  

Anthony Brocco, chairman of 
Advanced Markets, agrees, 
commenting that a standardised, 
off the shelf approach was never 
the favoured one in this arena. 
He explains: “I can’t think of a 
single broker or institutional trader 
we’ve set up who hasn’t required a 
significant degree of customisation. 
We worked with a few, in fact, to 
innovate new technology to support 
the business or market model they 
wanted to implement. Every broker 
operates in their own way and 
needs to have liquidity, technology 
and credit solutions that support 
their business model.”

Brocco adds that a tailored approach 
is becoming even more crucial in 
helping clients achieve new goals: 
“We see a number of brokers that 
want to offer an institutional-grade 
trading environment to their clients, 

which entails robust low latency 
liquidity as well as comprehensive 
prime brokerage services or fully 
segregated credit solutions. This 
represents an evolution in the 
industry as retail FX brokers and 
banks move up the food chain 
to service fund managers, and as 
individual traders become more 
savvy about the impact of trade 
execution quality on their trading 
performance. However, even as 
more brokers are going this route, 
they each have interesting spins 
on exactly how best to do it. It 
means we spend lots of time on 
customisation. That makes things 
lively around the office as we 
collaborate with brokers to best 
support their vision.” 

However, Stanislav Stolyar, vice 
president of FX products at 
DevExperts, says that “I don’t 
think this approach has completely 
fallen out of favour, however it 
is true that one size just doesn’t 
fit all. Dozens of similar looking 

brokerage companies using the 
same technology are competing 
against each other in a sea with big 
sharks using bespoke platforms. 
Besides technology, big players 
have a differentiator; their brand 
recognition, success story and the 
like.” 

nO mOre generic 
Offerings
A more tailored provision of 
software into trading and business 
operations will assist both new 
and existing retail FX brokerages to 
achieve speedier time to market, 
improved risk management, 
regulatory compliance, enhanced 
customer retention and the capture 
of new business opportunities.

Graeme Watkins, head of new 
business development, EMEA and 
Asia at oneZero, comments: “The 
retail FX market is now a crowded 
and competitive place and, in order 
to attract new business, a broker 
must bring a distinctive or superior 
product to the marketplace.  A 
tailored provision allows brokers 
to differentiate themselves by 
offering something unique, and to 
leverage their own strengths rather 
than force themselves to fit into 
a generic, ‘one size fits all’ model 
by implementing a rigid piece of 
technology that they can’t adapt.”

While Higgins comments: “FX 
brokers who are either starting up 
or making a step change in their 
technology no longer want to 
provide a generic offering to their 
clients. They want to buy-in all of 
their products and services from 
recognised technology vendors who 
offer flexibility and customisation as 
part of the package.”

One size no longer fits all 
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Jake Van Namen 

“We haven’t adopted a ‘one size fits all’ approach 
because even the solutions we offer will evolve over 
time in order to remain competitive and innovative in 
the marketplace.”
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Watkins continues: “Generic 
products do not provide brokers 
with any competitive advantage, 
and inevitably lead to price 
competition.  Tailored solutions also 
allow a broker to adapt to any form 
of custom UI, back office or liquidity 
source. This allows for reduced costs 
and increased efficiencies by not 
having to employ costly and risky 
workarounds to make inflexible 
technology connect.”

Simon Cox, CEO at Ariel 
Communications, says that he 
believes there are a number of 
reasons why a ‘one size fits all’ 
approach to forex technology is no 
longer popular. He explains: “The 
retail forex market in the UK for 
example, has plateaued in recent 
years with FX brokerages struggling 
for growth, and so competition 
for marketshare has intensified. 
At the same time, investors have 
become more technology savvy and 
demanding about what brokers 
and their platforms should be 
able to offer. The relative costs of 
technology have also fallen making 

it easier to deploy offerings such as 
software as a service (SaaS).  

 “The final element has been 
the appearance of new platform 
providers coming out of Eastern 
Europe and Israel,” continues Cox. 
“The result of this new wave of 
technology providers has been 
manifold. Increased competition 
keeps the established providers on 
their toes, the price of platform 
provision has fallen and new trading 
technology trends have emerged, 
such as social trading.”

FX BROkERagE OpERatiOns

It’s a bit of a 
balancing act, 
however, because 
the degree of 
tailoring can 
sometimes lengthen 
time to market

Graeme Watkins 

“Generic products do not provide brokers with 
any competitive advantage, and inevitably lead to 
price competition.”
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faster, better, strOnger
Brocco maintains that tailored 
solutions are also essential to enable 
brokers and banks in the retail FX 
business to keep up with the rapid 
pace of innovation in the industry. 

“It’s a bit of a balancing act, 
however, because the degree of 
tailoring can sometimes lengthen 
time to market,” Brocco notes. 
“Fortunately, modern technology 
solutions are extremely flexible 
precisely to support different client 
implementations across liquidity 
and credit models as well as risk 
management, compliance and client 
support capabilities. For that reason, 
I’d say rapid time to market is a key 
competency of solutions providers 
even when accommodating the 
highly innovative broker business 
models we see every day.”

Stolyar notes that tailored provision 
of software trading technology does 
not usually start from scratch every 
time: “Building a new platform from 
ground up takes years and costs 
millions, therefore when a broker 
employs a vendor for a custom 
technology project this development 
is based on a foundation built prior 
to the start of the relationship.”

“If this basis is solid, meaning it 
has a good scalable architecture, 
clear performance metrics, industry 
standard APIs and various UIs, then 
it is worth checking out. In this case 
new business opportunities, such as 
a move into the exchange-traded 
world, support of new partnerships, 
integration with new liquidity 
sources or new mode of execution 
will become a question of platform 
configuration or a relatively small 
development project as opposed 
to simple “no, this is not possible” 
answer from IT,” he advises.

While Van Namen comments: “To 
achieve significant benefits, the 
key is to provide extensive client 
support upfront to both clients 
without any existing infrastructure 

and to established clients who 
already have their own systems and 
processes firmly in place but wish 
to enhance their broker capabilities. 
Our systems were designed to 
handle standardised regulatory 
compliance requirements, so from 
that standpoint, it’s a matter of 
where the client is registered and 
whether they need as robust of 
capabilities already included in the 
client management system.”

In order for brokers to effectively 
differentiate and compete they need 
to offer new and better trading 
technology products and tools, Cox 
states. He says technology providers 
have responded and continue to 
innovate with solutions, while 
the smarter technology providers 
are also working in collaboration 
whenever the opportunity benefits 
all parties involved. 

Cox notes: “Brokers also need to 
keep an eye on costs and better 
manage risk and meet compliance 
obligations. Being able to take a 
far more granular approach to their 

platform provision from front-to-
back and cherry-pick best of breed 
solutions makes them simply more 
attractive to their target clientele, 
as well as more streamlined and 
efficient businesses.”

Withstanding the 
pressure
Many pressures are being placed on 
brokerage trading infrastructures 
by increased growth in automated, 
mobile, social and low latency 
trading, states Higgins. “Brokers 
who embrace new enhancements 
in trading methods place complex 
demands on their software vendors; 
the best of which have responded 
with exciting new offerings. Gold-i 
prides itself on providing the richest 
set of integration components via 
the Gold-i Gate Bridge and the 
Gold-i Gate Link to connect trading 
platforms via real time low latency 
APIs to pretty much anything 
required.”

The retail technology provider 
market is shrinking while niche 
players are doing well because of 
market pressures, notes Ralich. He 
states: “We are certainly seeing a 
consolidation occur among retail FX 
technology providers, whereas the 
niche providers who have proven 
to be leaders in specific areas are 
now expanding on that success into 
different areas of the FX topology.”

“The competitive landscape in the 
MT4 bridging market is changing 
significantly,” adds Ralich. “It 
is no longer a viable option to 
provide just an MT4 bridge as a 
standalone solution. The handful 
of bridge providers who have had 
success in achieving institutional 
quality solutions for piping trades 

One size no longer fits all 
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Tom Higgins 

“Brokers who embrace new enhancements in trading 
methods place complex demands on their software 
vendors: the best of which have responded with 
exciting new offerings.”

• No Upfront Cost

• Get Up & Running
   in Days

• Easy to Maintain

• Immediate Income 
  Stream

• No Risk

No Upfront Cost

Get Up & Running

Easy to Maintain

Immediate Income 

Looking to Build Your Brokerage?

14-FXDD-0019_PRT_ForexwarePrintAd_M5.pdf   1   2/7/14   3:24 PM



150 | april 2014 e-FOREX

from retail FX front ends are now 
seeing demand to deliver more 
institutionally focused products. 
Expanding on the 1:1 bridge model, 
we see many customers demanding 
multi-platform, multi-bank solutions, 
which were traditionally considered 
to be functionalities that were 
isolated to the ECN space, from our 
technology. Stable bridge solutions, 
a custom tailored deployment model 
and new institutional functionality, 
is proving to be a value-add to 
brokers, which is creating a new 
tier of technology that is putting 
pressure on both the ‘bridge only’ 
providers, as well as institutional 
venues,” Ralich concludes.

IncreasIng system 
complexIty
As volumes and platform 
connections scale up, system 
complexity grows, notes Brocco. He 
adds: “One fundamental decision 
we made years ago was to have a 
unitary technology infrastructure to 
eliminate, or absolutely minimise, 
the number of connection points 
at which latency or operational 
glitches can occur. For example, in 
our UltiMT MetaTrader 4 broker 
solution, the bridge is a part of 
the underlying technology solution 
and the MT4 frontend is used only 
to enter trades. With this unitary 
approach, our MT4 broker clients 
have experienced virtually no down 
time or out trades, while their end 
users enjoy low latency trading on 
great liquidity. To return to growing 
system complexity, we have seen 
greater interest on the part of 
brokers large and small to have us 
handle more system operations and 
in 2013 we rolled out a fully hosted 
SaaS offering to meet this demand.”

While Cox comments: “We at Ariel 
are seeing an increase in the number 
of brokers who are implementing 
multiple platforms, such as MT4, 
iTrade, social or binary options, in 
order to meet the growing demands 
of traders. There is also growing 
use of ancillary systems including 

CRM, data analytics and affiliate 
management software. In order 
to ensure operational efficiency, 
brokers are increasingly turning to 
FX technology providers who can 
supply solutions that aggregate 
client and market risk from multiple 
platforms into a consolidated 
display. This approach requires a 
multi-asset platform with a high 
degree of middle and back office 
functionality, which can fully exploit 
the plethora of platform APIs now 
available.” 

Van Namen adds that the pressures 
placed on brokers to provide 
the latest and greatest to their 
clients is quite significant. He says 
to accommodate this ongoing 
demand, major technology providers 
have to provide their clients 
with scalable and customisable 
solutions in all facets of a brokerage 
operation including back office, risk 
management and dealing capability, 
and front end platforms that can be 
white labelled and branded to the 
clients specifications.  

One size no longer fits all 
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As technology solutions 
have become more flexible, 
providers are able to 
supply modular solutions 

Simon Cox 

“In order to ensure operational efficiency, brokers are 
increasingly turning to FX technology providers who can 
supply solutions that aggregate client and market risk 
from multiple platforms into a consolidated display.”
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He adds: “In order to be considered 
a leader or ‘best in class’ FX 
technology provider, Forexware has 
invested considerable resources 
in market analysis and product 
innovation. It’s not enough for 
technology providers to offer 
products that cover all the latest 
trends, but rather, it’s having the 
ability to accommodate a wide 
range of customer needs on a client-
by-client basis and giving them the 
power to decide how they want to 
setup their own infrastructure.”

Filling gaps
Some FX technology providers 
are providing extremely tailored 
solutions for brokerages with 
significant expertise gaps in specific 
areas. Watkins comments that it is 
common for technology providers 
to see that brokers may excel in 
some areas and lag in others. He 
explains: “A broker may be fantastic 
at attracting customers but unable 
to provide a solid technology 
experience for them, or a business 
may be very operationally savvy 
but can’t run a sales CRM.  These 
cases put the technology vendor in 

a tough situation because their own 
success is tied to that of the broker.”

Watkins adds: “FX technology firms 
have adapted to this by bringing 
in experts from the brokerage 
industry to help create technology 
that fills the gaps, thus eliminating 
the broker’s need to employ staff 
with expertise in these areas. This 
makes sense for the industry because 
it allows one expert to provide a 
solution to multiple brokerages. Such 
solutions usually include integrated 
CRM’s, risk management, and 
reporting or reconciliation systems. 
Some brokers are even going so 
far as to forge joint ventures with 
technology vendors to ensure they 
receive a deep level of technological 
support and integration.”

Brocco comments that tailored 
solutions are a natural move for 
technology providers. He explains: 
“Often, clients approach us after 
doing an internal build-versus-buy 
analysis. Obviously, the decision to 
outsource is usually in the areas 
where the client feels they don’t add 
value or have an expertise gap. As 
technology solutions have become 
more flexible, providers are able 
to supply modular solutions that 
integrate with internally developed 
systems or can replicate integrated 
end to end solutions for clients.”

Reducing maRket Risk
Technology providers are taking 
various steps to assist increasing 
numbers of brokers who are looking 

at reducing their market risk by 
offering STP/ECN trade execution 
platforms to high volume clients, 
which necessitates providing access 
to third party liquidity providers. 
Ralich states that client segregation 
is now an important part of the retail 
FX technology topology, whether it is 
happening at the front end platform, 
bridge or liquidity level. 

He adds: “Brokers have certainly 
come to realise that isolating toxic 
flow is a profitable endeavour and 
the further down the pipeline it 
is done, the more value can be 
captured. The concept of STP or 
‘A-Book’ classification is not a new 
one, but the way liquidity providers 
are approaching revenue sharing, 
isolating toxic liquidity pools from 
retail pools and working with brokers 
on client classification is a trend we 
are seeing across the board. “

Continuing, Ralich notes: 
“Traditionally, the role of 
customising a liquidity stream 
towards retail flow, or towards 
sophisticated scalpers has been 

One size no longer fits all 
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Andrew Ralich 

“Brokers have certainly come to realise that isolating toxic 
flow is a profitable endeavour and the further down the 
pipeline it is done, the more value can be captured.”

Anthony Brocco 

“I’d say rapid time to market is a key competency of 
solutions providers even when accommodating the highly 
innovative broker business models we see every day.”



left to the liquidity providers 
and tier one prime brokers. 
However, technology providers 
are now making the aggregation 
of multiple feeds and dynamic 
order routing available to retail 
brokers.  This means we will see 
closer collaboration between retail 
FX brokers and liquidity providers 
from a relationship level in terms of 
segregating client flow.”

Brocco says Advanced Markets’ 
approach is to offer a direct market 
access (DMA) STP model that 
supports low latency trades from 
clients using any trading style.  We 
provide with our DMA model 
something that we feel can fulfil all 
clients liquidity needs. Through our 
long lasting relationships with our 
10 bank liquidity providers, we have 
managed to create an environment 
that can provide tight pricing for large 
amounts to our brokers who have 
many tickets triggering on a single 
quote, or large tiers in single fills for 
our managers who may be needing 
more accurate fills in larger amounts, 
even in a single ticket. Any one of our 
banks can handle any of our clients’ 
needs, but when you combine 10 
banks it works really well.   

Consolidated business 
engines
The latest generation of integrated 
and bespoke bridging and risk 
management solutions also act as 
powerful and consolidated business 
engines, states Brocco. “Our broker 
clients have told us they use our 
real time multibank price feeds 
to power their risk management 
models and trade on our low latency 
DMA liquidity when they need to 
lay off risk or at other times they 
need to enter the market.  For these 
brokers, using a clean, low latency 
model, like DMA, creates benefits in 
their risk and liquidity management 
operations as well as providing 
a robust, transparent trading 
environment for their customers. 
These capabilities, and to a lesser 
extent the integrated administrative 

system functionality, are indeed 
powerful business engines in the 
hands of our clients.”

Comments Higgins: “Larger brokers 
are now moving into liquidity 
provision, in addition to servicing 
their existing retail clients, requiring 
advanced liquidity management 
systems. The   Gold-i Matrix 
has been designed and is being 
developed to service this new and 
complex market.”

Ralich states that early in the 
development of the bridging market, 
the primary goal of any technology 
provider looking to enter the space 
was to provide a stable, reliable 
solution to do one thing; offset 
trading risk. He adds: “As the space 
has evolved, and new areas of market 
opportunity have emerged, the viable, 
scalable solution providers have 
sought to differentiate themselves 
further by delivering products 
targeted at those opportunities.”

“The management of client 
segregation, advanced real time 
spreading controls and even 
margin capabilities have become 
‘must have’ features for the latest 
generation of bridge technology 
providers,” Ralich continues. “When 
built on top of the existing, proven, 
low latency technology that made 
these providers leaders in the bridge 
space, quite a compelling offering 
comes to light. The next step for 
technology providers is to enable the 
brokers to measure and analyse their 
internal operating metrics to create 
a more efficient brokerage business. 
We will see more data analytics 
packages come from the technology 
solutions firms in the coming year.”

issues to watCh out for
A multitude of issues such as 
costs, deployment time frames, 
and licensing agreements should 
be taken into consideration by 
brokerages, FX businesses and 
institutional trading firms when 
examining the benefits of utilising 

One size no longer fits all 
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the new wave of customised FX 
software services available to them. 

Watkins comments that firstly, it 
is critical the broker understands 
exactly what it is they want: “Too 
often a broker enters an agreement 
with good intentions but with an 
unclear direction, which inevitably 
leads to constant back and forth on 
changing project requirements, and a 
great deal of dissatisfaction for both 
the broker and technology provider. 
Once a broker understands exactly 
what is it they need, they can and 
should get a clear commitment from 
a technology provider on how they 
can provide a timely solution to the 
requirements at an agreed cost.”

However, Watkins warns: “Brokers 
should be careful of technology 
vendors that are opaque on 
specifications or costs, as this 
usually means they will change once 
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the project is underway. Another 
very important consideration that 
is overlooked is the reliability of 
the solution. The hardest battle a 
broker fights is to land a live trading 
account; if a technology failure then 
causes the broker to lose that client 
(or many), the costs of acquiring 
and onboarding the clients should 
be viewed as a technology cost. 
A system that is half the price but 
which results in twice the amount of 
errors costs a lot more in the end.”

While Van Namen adds: “It’s 
important for new entrants into the 
FX broker industry to ensure they are 
approaching their service provider 
with an active FX registration and 
properly setup bank account to 
accept customer funds. Without 
these basic requirements, a broker 
may experience delay in deployment 
time frames and their go to market 
strategy.”

On further issues, Cox states: 
“While the cost of FX software 
services is obviously a key 
consideration, FX business and 
institutional trading firms often 
also consider the total cost of 
ownership when implementing 
customised solutions. Only by 
balancing the benefits throughout 
the life of the product against both 
direct and indirect costs, can firms 
establish the return on investment. 
FX technology providers need to 
compress deployment timeframes 
to ensure that brokers can benefit 
from their solutions at the earliest 
opportunities. Another key 
requirement for FX firms is a solid 
software licence agreement with the 
responsibilities of both parties clearly 
stated, together with a separate 
sourcecode escrow agreement.” 

Meanwhile, Higgins comments: 
“Software vendors will often offer 
fixed price developments that 
completely remove the price risk 
from the broker. This is important as 
the traditional method was to use 
a day rate per developer, in which 
case the broker has no upper limit 
on the final bill.”

ChoiCes
As for ways the factors that have 
traditionally influenced a broker’s 
choice of forex technology provider 
are changing, Higgins states: 
“Brokers and banks used to develop 
software inhouse, but the majority 
of them have now realised that 
this is simply not possible or cost 
effective. Advanced companies 
such as Gold-i will offer charging 
structures that match the needs 
of their clients, with a mix of fixed 
prices, transactional fees and 
monthly licenses.”

Watkins comments: “It used to 
be easy for a broker to choose a 
software partner, as technology 
was viewed as expensive to develop 
and there were only two or three 
providers; each broker picked one 
and off they went.” 

FX Brokerage operations

Every broker operates 
in their own way and 
needs to have liquidity, 
technology and credit 
solutions that support 
their business model.



The problem is that today 
technology is now seen as being 
much more accessible, and brokers 
have a huge array of choices 
from established providers, new 
entrants, and even from their 
internal technology teams, Watkins 
adds: “With more people with 
backgrounds in technology entering 
management positions in the FX 
industry, brokers are making more 
informed technical choices. Firms 
that are unable to understand the 
systems that they use are quickly 
finding that they are making 
expensive mistakes, choosing the 
wrong technology at the wrong 
price.”

“In the retail forex world there 
has been a maturation of the 
technology providers in the last 
few years,” continues Watkins. 
“For those firms that have proven 
themselves and scaled along 
with the industry’s growth, the 
competition is no longer based on 
pricing; it is a question of feature 
development and expansion within 
the value chain. Successful retail FX 
brokers have differentiated business 
models and marketing plans. The 
technology firms that serve those 
brokerages need to be reactive to 
brokers’ wants and needs, and also 
proactively anticipate the needs of 
their client base and build products 
and solutions that get in front of 
what is to come in the industry.”

As to how choices are changing, 
Van Namen comments: “Brokers 
have become more thorough in 
their selection process for choosing 
a forex technology provider as 
the number of forex technology 
firms have increased considerably. 

Providing brokers with best-in-
class technology is simply not 
enough. Forexware has made its 
mark in the industry by providing 
flexible solutions. Client service is 
paramount to our success and we’ve 
invested considerable resources to 
ensure our products and solutions 
remain innovative, flexible and 
scalable toward brokers and 
institutional trading firms at all levels 
of competency and sophistication.”

Democratisation of it
Cox states that the democratisation 
of IT has had a twofold impact on 
the FX margin trading sector and 
the way that it has changed from 
the past. The first is that brokers no 
longer need to make large capital 
investments in IT infrastructure 
and staff to run large, somewhat 
unwieldy trading platforms. Instead, 
SaaS or cloud computing has 
enabled brokers to tap into a wealth 
of sophisticated, continually evolving 
software and related services at a 

Stanislav Stolyar 

“Building a new platform from ground up takes 
years and costs millions, therefore when a broker 
employs a vendor for a custom technology project this 
development is based on a foundation built prior to the 
start of the relationship.”

lower cost and without long lead 
times. Cloud services have also 
led to or facilitated far greater 
connectedness between systems and 
services via open APIs, for example. 
This means brokers can take a very 
granular approach to how they build 
their client offer to traders, and how 
they manage their back office from 
risk management to compliance. 

The second aspect of the 
democratisation of IT that Cox 
points to is from the client side. 
He comments: “Today’s traders 
are equipped with an array of 
advanced, innovative and affordably 
priced mobile devices and software 
solutions seamlessly delivered via 
a web browser or mobile apps. 
In consequence, traders are far 
more demanding and far more 
critical of trading platforms from 
the overall user experience to 
individual features and functionality. 
Naturally, as traders’ demands and 
expectations grow so brokers must 
race to keep up. Brokers who want 
to stay ahead of the curve must 
always be thinking of new ideas, 
innovations and services to offer, 
which means a continual dialogue 
with technology providers.” 

Brocco concludes by stating that 
he thinks the biggest change from 
the past is the fantastic range of 
liquidity, technology and credit 
solutions that are available to 
brokers today. “This evolution has 
been ongoing since the advent 
of electronic FX trading and it 
shows no signs of slowing down,” 
he says. “From my perspective, 
the biggest change is a trend to 
provide transparent, institutional-
style trading environments to 
traditional retail FX brokers as well 
as brokers interested in entering 
the institutional fund manager 
space with a competitive offering. 
Our broker clients see this as the 
way to go as the industry matures 
and the need to support existing, 
more expert, sophisticated clients 
becomes paramount.”
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Fabrice, why has technology 
become such an important 
issue for forex brokers?

When I started developing e-FX tools 
and technologies, back in the late 
nineties, the market was used to and 
able to cope with latencies of up to 
a second. Nowadays, latency has 
come down to the millisecond with 
much higher execution expectancies 
and requirements. Choosing the best 
technology enables the optimization 
of sell-sides margins despite a much 
more competitive industry and 
narrowing spreads. 

The industry is currently 
going through a period of 
rapid change and technical 
development. How is Olfa 
Trade helping brokers to meet 
the challenges and business 
opportunities of this fast 
evolving market?

Olfa Trade is a technology company 
specialized in e-FX. R&D is in our 
company’s DNA, we invest a lot in 
order to stay ahead of the industry. 
We literally imagine and develop 
today the e-FX tools of tomorrow. 
The main focus of our research is of 
course latency as the exponential 
increase of data volumes and 
geographical positioning of our 
institutional clientele, and their 
clients, directly impacts it. Every 
single day, Olfa Trade strives to make 
these two latency factors negligible. 
We  think, for example, that an IOC 
VWAP has to be executed with the 
same high quality standards whether 
the client is in London, New York, 
Tokyo or anywhere else.

In what ways can the right IT 
really add value to a brokers 
business and how can it help 
them to overcome many of the 
pain-points some of them still 
experience in the running of 
their day to day trading, risk 
management and back-office 
operations?

At Olfa Trade, we have set up 
a consulting pool at our clients’ 
disposal which is included in our 
services. This is very important as 
our experience told us that providing 
technology is not equivalent to 
providing a simple product. Our 
added value is therefore certainly 
our ability to support our clients 

In the 
Chair
e-Forex talks to Fabrice 
Benouaich, CEO of Olfa Trade 
about the key role technology 
now plays in helping forex 
brokers to meet the challenges of 
running their trading operations.
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on a daily basis in the analysis of 
their flows and liquidity in order 
to preserve their relationships with 
their clients and liquidity providers. 
In this business, each party has their 
expectations and needs and we are 
proud to be able to address each 
with precision. 

Where does the sort of 
technology and software 
engineering expertise that 
Olfa Trade provides have the 
most impact when it comes 
to helping brokers to achieve 
competitive advantages?

Traders all have different needs 
and habits necessitating particular 
customisation of the appearances 
and functions of their working 
environment. Some are looking 
for standard interfaces, mimicking 
existing platforms; others on the 
other hand need very specific 
and unique functions to work 
comfortably. At the same time, we 
notice that many offered trading 
conditions although essential are 
not sufficient for clients to gain a 
genuine competitive advantage. To 
trading conditions, you must add 
service and support; two elements 
traders are paying a lot of attention 
when choosing a broker.  This is 
why we support our clients with as 
much care as a proper craftsman, 
considering their very unique 
needs and concerns.We always do 
our utmost to address our clients’ 
traders or clients in a timely manner 
and do not hesitate to make our 
platforms evolve to cope with their 
requirements.

How would you describe Olfa 
Trade’s ambitions for the 
months to come?

Olfa Trade benefits from a strong 
and steady growth allowing the 
company to widen its infrastructures 
geographical coverage to include 
North America, Asia and Russia. Our 
products are being improved on a 
daily basis thanks to the feedback 

of our trustful clients around the 
world. At the end of the day, our 
ambition for the months to come 
is to spread a worldwide technical 
network of infrastructures allowing 
any institution to use SeamlessFX as 
a service, wherever they are located. 

To us, the best technology is the one 
in which complexity moves over to 
user-friendliness.

In thE ChaIR

“To us, the best technology is the 
one in which complexity moves 
over to user-friendliness.”

Fabrice Benouaich
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There are two very clear reasons why 
the white label is emerging as the 
preferred option for FX brokers, says 
Jakub Zablocki, managing director 
of X Open Hub, a cloud-based white 
label FX trading service. “It is very 
easy and relatively cheap. There are 
an increasing number of banks and 
brokers  entering the FX market 
without much prior experience and 
a white label provides a lot of those 
duties.”

However, as with anything that 
is supposedly easy and relatively 
cheap, there are a number of 
additional issues that potential 
customers should consider before 
choosing one. “The biggest issue to 
consider is how big the FX business 
of that white label provider is, the 
potential for more growth and the 

level of flexibility it can offer. Some 
white label offerings are very cheap 
but they are not very flexible and the 
potential for growth is very small,” 
says Zablocki. 

Brokers should also look at the level 
of profit-sharing that is offered and 
the level of support it provides, as 
well as the standing that the white 
label provider has with the market 
participants, says Zablocki. “A lot 
of brokers are providing white label 
services but what is their reputation 

in the market – even with retail 
traders.”

WL business modeLs
In terms of business models, there 
are three main categories within 
the white label market – the old 
one where the WL taker sends all 
flow to the white label provider and 
gets a rebate back; the pure profit 
sharing model where the white 
label provider takes a share of the 
profit from the main broker or the 
hybrid model where the white label 
provider gets a mixture of fees and 
shared profit.

The pure white label offerings have 
a well-established reputation in the 
market and offer the entire service 
on a profit-share basis but the 
flexibility is limited, says Zablocki.
“If you are using a pure white label, 
then you are limited to their solution 
and limited to taking their liquidity. 

Adopting smarter go-to 
market strategies with 
FX White Label Services  
As new firms enter the FX market, their need 
for technology, infrastructure and expertise is 
encouraging them to buy into the white label 
service model. Nicholas Pratt examines what they 
should look for from a potential provider.
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There are other ways to go and that 
is what we are banking on with our 
cloud-based white label service. We 
create a truly open environment 
so when the broker wants to add 
a new service – social trading, risk 
management, aggregation – they 
can do that. We think that flexibility 
is very important. 

“Mostly brokers are divided between 
pure STP and internalising the flow 
for the latter, risk management is 
very important. In our solution we 
give them the option to intelligently 
manage their flow and internalise 
some of it. This something that pure 
white labels are seeing but do not 
have the right tools or experience 
for internalising flow or aggregating 
liquidity. We are also looking to add 
additional services like binary trading 
for example,”  states Zablocki.

sociaL interaction
One of the reasons that white label 
technology has become so prevalent 
in the FX market is that there are 
so many new entrants short on 
experience and trading tools and 
reliant on the offerings of more 
seasoned practitioners who have, in 
effect, become the masters of the 
FX universe. This opportunity has 
also led more FX firms to consider 

opening their own 
FX brokerage and 
offering their own 
white label service.

However, says Luis 
Sanchez, vice-
president, Head 
Institutional Sales 
Europe & America, at 
Dukascopy Bank, there 
are two things  for brokers to 
consider. “If you want to enter 
the FX business through a 
white label, it is not just about 
the technology. There is also 
the social interaction.”

In particular, Sanchez says 
it is important that brokers 
employ a white label service 
that is able to offer an FX 
community to its traders. A 
perfect example of this can 
be seen in how the brokers’ 
webpage is used, says Sanchez. 
“When a client goes to the 
broker for the first time, it will 
go to the webpage, download 
a demo and then, when the 
client feels more comfortable, 
it will open a live account, 
download a trading platform 
onto their own desktop and 
start trading.”

FX BROkERagE OpERatiOns
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Unfortunately for the broker, they 
will rarely go back to the website. 
But if the broker was to provide 
a dedicated web TV channel with 
trading tutorials, chat facilities and 
a genuine FX community, traders 
would go back to that website on 
a daily basis to read news, gain 
insights into new trading strategies 
and to debate ideas with fellow 
community members.

“It takes the relationship between 
brokers and their clients to the next 
level. Without that community and 
the social interaction, the client is 
simply trading and that is the bare 
minimum that a white labelled service 
should provide.” Other services to 
be considered include mobile trading 
tools, says Sanchez. “For a number of 
years they have used mobile devices 
to track their positions but now they 
must have mobile applications that 
are reliable enough to trade on.” 

Another important issue to 
consider when selecting a white label provider is whether they will 

be a true partner or a potential 
competitor, says Sanchez. For 
example, the provider might supply 
a white labelled service to a broker 
in a far flung country with little FX 
business. A year later, once that 
broker has developed an FX market, 
the white label provider opens 
an office there and becomes a 
competitor to its partner. 

“A white label provider should be 
transparent and neutral. It should 
have a business model that means it 
only makes money when the broker 
makes money. If it charges a flat fee 
every month, it will be very hard for 
new starters to focus on developing 
on their business without thinking 
of the invoice they have to pay every 

month to their white label provider,”  
he states.

MiniMised risk
Going for a white label offering 
allows banks and brokers to develop 
a proper eFX business whilst 
minimising risks in terms of business 
and technical integration as well as 
time to market, says Olivier Virzi, 
chief operating officer of Olfa Trade. 
“Investment and operational costs 
to operate a white label are easily 
measurable allowing for a simple 
ROI calculation and, as a result, the 
genuine added value of this service 
for a company.”

Opting for a white label solution 
gives the opportunity for a firm to 
focus on its core business and to 
delegate back office operations and 
responsibilities to the chosen white 
label partner, says Virzi. “The level 
of granularity the broker needs in its 
eFX business will lead him towards 
the white label partner offering the 
matching level of service, support 
and transparency he will need for 
its own clients. In such a rapidly 
evolving market though, brokers 
will logically look towards quick and 
flexible partners on top of being 
robust and competitive.”

White label providers can also help 
brokers to grow their market share 
and take advantage of new regional 
business growth opportunities. 
“There is undoubtedly a strong co-
linearity between brokerage firms’ 
business growth around the world 
on one hand and the white label 
solutions providers’ infrastructures 
growth on the other hand,” says 
Virzi. “The white label provider, in 
order to provide those brokers with 
a quality service wherever they wish 

Adopting smarter go-to market strategies with FX White Label Services  
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Jakub Zablocki 

“If you are using a pure white label, then you are limited 
to their solution and limited to taking their liquidity. 
There are other ways to go and that is what we are 
banking on with our cloud-based white label service.”

Luis Sanchez 

“If you want to enter the FX business through a white 
label, it is not just about the technology. There is also 
the social interaction. It is important that brokers 
employ a white label service that is able to offer an FX 
community to its traders.”
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to develop their business, needs to 
have a good knowledge of these 
regions. Let’s say for instance that 
if a broker want’s to tackle new 
markets in Russia or Asia, this 
brokerage firm should definitely 
go for a white label partner with, 
at least, a local technical presence 
in these regions in order to avoid a 
strong rejection rate.”

Front-to-back 
technology
The main benefit of using a white 
label solution is that a company 
does not need to invest money 
up-front to fulfil their technology 
requirements, says Jonathan Brewer, 
head of e-FX Business Development 
at Sucden Financial.  “A white label 
provides front-to-back-technology 
“out of the box”, enabling the 
licensee to focus 100% of their 
efforts on sales and customer 
service.  There are a number of 
reasons why a company might 
choose this as an option. They might 
not have the capital to invest up 
front in expensive technology and 
they might not have the expertise 

in house to manage and support 
the software and hardware.  This 
is critical, as poorly implemented 
technology will always result in a 
deterioration in the end client’s 
experience. Furthermore, they will 
want to launch the platform as 
quickly as possible.  A good white 
label should essentially be a very fast 
and low cost entry point into the FX 
market for a new participant.”

Despite the increasing regulatory 
requirements and the potential to 
capture new business opportunities, 
there is a conspicuous lack of 
development in some areas of the 
white label market, says Brewer. “I 
would contend that many of the 
major white label offerings have 
not evolved very much in the last 
few years.  The main players in 

this industry offer largely the same 
structure and systems that they have 
offered for some time.” 
 
For other white label providers there 
is a large focus in the market on 
trying to offer more product types 
to an increasingly demanding client 
base, says Brewer who adds that 
Sucden Financial is currently working 
on a product to fulfil this exact 
demand.  “The key point here is 
that many established multi-product 
white label providers market-make 
the flow that they receive, thereby 
taking the lion’s share of the 
profitability.  We see this as a key 
weakness in the white label market, 
which we have addressed with a 
fully STP multi-product white label 
offering.”

The process by which a firm should 
select a white label provider is 
absolutely critical to the profitability 
and longevity of their business, says 
Brewer. “There are so many hidden 
pitfalls in this selection process and 
there a number of questions that 
a broker should ask of a potential 
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Another important issue to consider when selecting 
a white label provider is whether they will be a true 
partner or a potential competitor

Olivier Virzi

“Investment and operational costs to operate a white 
label are easily measurable allowing for a simple ROI 
calculation and, as a result, the genuine added value of 
this service for a company.” 

Trading via mobile devices has grown exponentially in recent years. 

Today’s margin FX traders are more demanding, more tech savvy and 

have higher expectations of mobile trading applications than ever 

before. To win new clients and retain their loyalty brokers must be able 

to offer a seamless trading experience wherever the trader might be, and 

regardless of device.

Your clients can view live streaming market prices, charts and news feeds 

from their smartphone or tablet. They can also place trades, review 

orders and monitor open positions in real-time while on the move. 

Ariel also offers completely bespoke mobile app development for iOS, 

Android, Windows, BlackBerry, HTML5 and social media. Whatever the 

trading place, Ariel offers a solution.

Trade Places

Ariel iTrade Mobile 
puts the power, 
functionality and
convenience of our 
trading platform into 
your clients’ hands.

Tel: +44 (0)1442 418 460
Web: www.arielcommunications.co.uk

Email: info@arielcommunications.co.uk

Trusted Provider of
Advanced Trading Platforms 
and Bespoke Software
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provider.” The first of these relates 
to the risk of disintermediation if 
the white labeller services the same 
client base that the customer is 
targeting. “If this is the case, then 
you run the risk of losing your clients 
as they can go direct to the white 
label provider.  Sucden Financial 
does not offer its white label systems 
to clients who are individuals, 
specifically to avoid this conflict.”

The broker also has to assess the 
terms offered by the white labeller. 
“Are they market making the 
flow?  Do you want a white label 
provider who is trading against 
your clients? Are they offering me 
an omnibus account?  This is very 
important as it will have a material 
impact on your swap and financing 
revenue. How much flexibility do 
they provide in terms of the pricing, 
commissions and account types 
that I can offer to my clients? Is the 
white label provider already active 
in my principle jurisdiction? There 
have been many cases where a 
white label provider uses a client as 

a ‘test case’ to prove the potential 
in a given jurisdiction and then, if 
the white label is successful, opens 
an office there to take advantage of 
the market directly.”

White label services can also be 
leveraged to give FX providers 
access to a wider range of trading 
applications, says Brewer. “There 
are many white label platforms that 
specialise in particular areas, such as 
binary, social, mobile or automated 
trading.  Many of the major white 
label providers have been offering 
the same product for some time 
now, with some minor tweaks, for 
example mobile trading.  We try 
to be nimble in response to client 
demand, which is why we are 
looking to launch a multi-product 
STP white label later this year, along 
with a mirror trading white label 
solution as well. We specialise in 
providing our white label clients 
with the core ingredients they need 
to grow their business such as tight 
pricing, good execution, reliable 
systems and 24-hour support.  These 
elements may seem obvious, but you 
can offer all the bells and whistles 
you like; they will count for very little 
if you get the basics wrong.”

The revenue sharing, business 
models and customised partnerships 
adopted in white label service 
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provision are also considerations 
for brokers. “Most white label 
consumers are trying to find a 
competitive advantage in an 
increasingly crowded industry.  In 
light of this, it is very important for 
white label providers to be nimble 
and to help prospects customise 
their technology in line with their 
business model.”

Wide-ranging solutions
The core requirements of any white 
label solution are aggregation, 
liquidity and margin risk 
management and the granularity 
with which the broker can control 
these key elements, says James 
Colinders, vice president of sales 
and head of Currenex Private 
Label Solutions, State Street Global 
Exchange. “Brokers should look 
for integrated technology providers 
that offer the widest range of 
trading solutions.  End clients 
look for the flexibility to place a 

Jonathan Brewer 

“There are a number of reasons why a company might 
choose this as an option. They might not have the capital 
to invest up front in expensive technology and they might 
not have the expertise in house to manage and support 
the software and hardware.”

James Colinders 

“A trading firm will be well off to partner with a 
technology provider that can offer many different 
distribution mechanisms including front-end desktop 
trading interfaces, mobile trading solutions, connectivity 
to social trading systems, connectivity to stand-alone 
systems as well as the ability to integrate with any new 
products that may arise in the market place.” 
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wide range of orders, but also ask 
for a wide array of distribution 
capabilities.  Solutions that natively 
support products such as pre-trade 
allocation tools, multi-language 
support, mobile trading platforms 
and an array of connectivity options 
will undoubtedly provide the most 
flexibility for a broker to adapt to 
ever changing client needs.”
 
As important as this flexibility is, it is 
very difficult to predict the demands 
the world’s FX brokers will face in 
the short-, medium- and long-term, 
says Colinders.  “A broker that has 
no need to accommodate 
money managers with 
PAMM allocations today 
may find themselves 
with an urgent need to 
provide this functionality 
in a very short period of 
time.  Moreover, a broker 
that only focuses on 
providing margin trading 
today, may find themselves 
needing to offer credit risk 
management tomorrow.  
Generally speaking, for a 
white label solution to be 
scalable, it must be broad 
and offer solutions across 
the full spectrum of FX 
market participants.”
 
An effective white label 
partner can not only help FX brokers 
grow market share and facilitate fast 
entry into the market, but they can 
also help a broker take advantage 
of regional business opportunities, 
says Colinders. “Core aggregation 
services result in true exchange-style 
trading and deep liquidity for all 
types of brokers.   Multiple products, 
from spot FX to precious metals to 
Forwards and NDFs help expand 
a broker’s offering.  Expansive 
and scalable infrastructure with 
maximum uptime gives comfort to 
a more professional base of clients.  
All of these elements may be more 
than is originally within initial scope 
for an individual broker, however 
knowing that the flexibility exists will 

provide the opportunity to capitalize 
on immediate and long-term growth.  
From a regional perspective, price 
sensitivity to various currency pairs 
can vary widely and the ability to 
tap into customizable pools will 
therefore yield an enhanced offering.  
Customized trading interfaces as 
well as granular controls around 
back/middle office tools with 
accompanying diverse liquidity pools 
will facilitate the highest level of 
regionally-focused service.”
 
Firms should take many factors 
into consideration when choosing 

the appropriate partnership, says 
Colinders. “Some of the key factors 
include a fast but stable platform, 
comprehensive customer support 
and client services and broad 
industry acceptance. An industrial 
strength FX solution can offer the 
necessary resiliency, flexibility and 
liquidity to run a nimble and reliable 
business.”
 
Also critical to the evaluation 
process are the distribution 
capabilities of the white label 
provider, says Colinders. “A trading 
firm will be well off to partner with 
a technology provider that can 
offer many different distribution 

mechanisms including front end 
desktop trading interfaces, mobile 
trading solutions, connectivity to 
social trading systems, connectivity 
to stand alone systems as well as 
the ability to integrate with any 
new products that may arise in the 
market place.  Having a solution 
that provides robust and flexible 
integration options will help to 
ensure that the trading firm has 
extensive distribution capabilities.”
 
“Brokers should look for a partner 
that services a broad array of 
clients,” adds Colinders.  “This 

illustrates the foundations 
of a capable, scalable and 
technologically advanced 
solutions provider.  The most 
critical requirement is the 
ability for the provider to 
create a custom ECN solution 
tailored specifically to the 
client’s needs.”
 
Finally, these customized 
solutions must be executed 
and rolled out smoothly, 
says Colinders, especially as 
a vast proportion of white 
label clients will be new 
entrants to the FX market 
and will be relying on their 
technology provider to make 
this entrance as seamless as 

possible. Consequently, an 
experienced provider may prove 
more alluring.  “Many white label 
clients are making a first impression 
on new client bases or existing 
client bases.  For these, any hiccups 
in deployment can be very costly. 
The more established white label 
providers have gone through 
hundreds of deployments and have 
the most experienced and capable 
client services teams to support the 
deployment effort.  This experience 
is ultimately invaluable to clients.”
 
Market entrants should look 
for technology partners who 
understand the multifaceted 
demands of an effective FX 
distribution model.
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White label 
providers can 
also help brokers 
to grow their 
market share

Tom Higgins  CEO of Gold-i 

As experts in trading systems 
integration, Gold-i is ideally placed 
to help brokers across the globe 
with technology support – whether 
they need a fully hosted service or a 
small amount of ongoing additional 
resource to support their in-house IT 
team. Our clients tend to fall in the 
following two areas:

1  Start Up BrokerS - 
with no Server room 
or in-hoUSe it SUpport

If brokers do not have any in-house 
technology or in-house technology 
support, Gold-i can help them to 
have a fast and reliable MT4 offering. 

Gold-i starts by gaining an 
understanding of the broker’s needs 
and will then identify the most 
appropriate hardware, liaising with 
FXecosystem, the market leader in 
FX outsourced connectivity, who will 
purchase and install the hardware in 
one of its datacentres. This hardware 
is owned by the broker and is not 
shared with any other organisation.

The hosted servers are in the same 
data centres as the major Liquidity 
Providers (banks and brokers) which 
connect through the award-winning 
Gold-i Gate Bridge. This enables 
brokers to experience super low 
latency as the feed is extremely fast, 
direct from the respective Liquidity 
Provider.

As part of this offering, Gold-i loads 
the MT4 licence, connects MT4 to 
its super low latency Gold-i Gate 
Bridge and is responsible for the 
daily management of the system. 
Using a combination of Gold-
i’s Hosted and Managed Service 
packages, brokers’ software and 
hardware are supported 24x7. 

How to run an efficient brokerage 
without in-house IT expertise

Many brokers do not have an in-house IT team or the required 
IT infrastructure to manage their trading environment. Tom 
Higgins, CEO of Gold-i, the global market leader in trading systems 
integration, explains the range of technology outsourcing options 
available which enable these brokers to run efficiently.
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2eStaBliShed BrokerS 
- with in-hoUSe 
technology looking 

for additional it SUpport

For established and growing 
businesses looking to supplement 
their IT team or perhaps find a new 
way of offering a 24x7 service with 
a limited number of in-house MT4 
specialists, Gold-i’s Managed Service 
is ideal. 

The Gold-i team effectively becomes 
the broker’s specialised remote IT 
team and is responsible for systems 
updates (Gold-i product updates, 
MT4 system updates and Operating 
System updates) as well as disaster 
recovery to enable a broker to 
continue to operate should an issue 
occur. Gold-i also manages and 
archives the files generated from 
using the MT4 system.

With Gold-i’s Managed Service, 
brokers have access to Gold-i’s web 
helpdesk and support centre or can 
arrange one-to-one remote support 
sessions via Skype. There is also 
24x7 emergency support cover to 
ensure that help is always at hand.

An outsourced approach can be 
a much more cost effective and 
flexible way of approaching IT. Our 
services allow for rapid scalability 
so that we can help clients with all 
stages of their business.

For more  
information, please visit  

www.gold-i.com

“We are seeing an increasing 
number of brokers who want 
to purchase an MT4 licence 
and outsource all hardware 
and software. We are able 
to offer consultancy on the 
most appropriate hardware 
and software for a particular 
broker and can then set up 

and manage all 
the required 
technology, 
enabling the 
broker to focus 
entirely on 
client servicing 
and business 

growth.”
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One of the primary benefits of 
using a prime broker is the access 
to liquidity that it grants by virtue of 
the partnerships it has put in place 
with leading liquidity providers, says 
Natalia Hunik, vice president of world 
sales at Boston Technologies, which 
has its own licensed prime brokerage 
service in the UK, Boston Prime. 

“Finding the right liquidity is not 
always an easy task as traditional 
liquidity providers are challenged 
by the growing number of small 
tickets and the increased percentage 
of algorithmic flow,” says Hunik. 
“Cutting edge technology certainly 
contributes significantly to the 
prime broker’s success in servicing 

institutions. Quality liquidity, however, 
is of the utmost importance. Adding 
new liquidity providers with unique 
pricing strategies that can satisfy the 
clients’ trading needs is, or should 
be, a priority for forward looking FX 
Primes.”

There is also a range of back office 
services being offered by prime 
brokers. “A top-notch back-
office suite, integrated to many 
liquidity channels, is certainly the 
most important tool for Prime 
Broker’s clients,” says Hunik. “It 
allows clients to perform cash 
management and to monitor trades, 
limits, margin and collateral status 

Prime Brokerage  
your gateway to the interbank FX markets

Prime brokerage is proving to be a popular model 
with institutional FX trading firms so Nicholas 
Pratt asks what the attraction is and how prime 
brokers are helping clients to leverage the 
benefits of their services.
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in real time. Access to real time 
data, compliance with regulatory 
requirements, full integration with 
all popular liquidity venues, security, 
ease of management and support 
of white label partners are the key 
requirements of the typical client.”

There are other core services of 
similar importance, says Hunik, 
such as access to liquidity, 
connectivity options and client 
service. For example, Boston 
Prime offers liquidity via direct 
channels like a FIX API and a 
number of indirect channels 
such as MT4, HotSpot, Currenex, 
Integral and First Derivatives, all 
of which are integrated with a 
back-office reporting system. 
And the connectivity channels 
include internet-based and direct 
connections from the locations best 
suited to the client, says Hunik. 
“Beyond technology our clients 

greatly value human interaction, 24 
hour support in multiple languages 
and a pesonalised account team 
that offers advice and extensive 
expertise.”

Prime brokers have also recognised 
the importance of the on-boarding 
process for clients says Hunik and 
have consequently concentrated on 
making this process streamlined, 
seamless and focused on the 
fulfilment of clients’ specific 
requirements, where possible. This 
has led to the use of dedicated 
connectivity teams to ensure an 
efficient process, careful testing and 
diligent integration. 

The typical process steps include the 
discovery and definition of business 
requirements; standard account 
documentation and required 
compliance review; establishing 
connectivity; testing; client training 

and then going live. And, says 
Hunik, the process will typically take 
one week from initial connectivity to 
going live. 

The demand for prime broker 
services is likely to be fuelled further 
by new regulatory requirements, 
says Hunik, especially where there 
is a requirement for more trade 
reporting. “Recent EMIR reporting 
protocols requiring firms to report 
trades to central trade repositories 
is a good example of where Prime 
Brokers may step in and take the 
burden of reporting off the client’s 
shoulders. Overall, regulators in 
many established jurisdictions are 
tightening up requirements for 
the principal model and favoring 
the agency model as the one that 
provides greater transparency and 
fairness of execution.  This is where 
regulated prime brokers are able to 
bring significant value.”

FX BROkERagE OpERatiOns
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Greater flexibility
Given this increasing demand 
there has been an increase in the 
number of providers offering prime 
brokerage services, particular in the 
number of mid-sized firms that have 
entered the market and built viable 
operations, says Hunik. “These new 
entrants created a new venue for 
FX institutions to explore and offer 
a greater degree of flexibility and 
streamlined account opening and 
onboarding processes. Down the 
road, a greater number of market 
participants is more likely to create 
an environment where a client will 
utilize multiple prime brokers. This 
will require unprecedented upgrades 
to current technology to be able to 
handle multiple primes.”

As the prime brokerage market 
develops, it will become increasingly 
important for clients to examine 
where the cost benefits of a prime 
broker really lie and what steps 
have been taken to remove any 
potential conflicts of interest, says 
Hunik. To analyze costs one needs 
to look at the complete picture. 

Providing liquidity is not only the 
ability to deliver competitive pricing 
for transaction execution but also 
should help the client to achieve 
the highest value through efficiently 
aligning their business model and 
motivation for execution. 

“Successful prime brokers possess 
proprietary technology, superior 
liquidity relationships and global 
infrastructure advantages that can 
help their clients achieve substantial 
savings. While cost is a very 
important consideration, finding the 
right partner is more about choosing 
the most appropriate solution that 
will support your needs when your 
business evolves or the market 
landscape changes. Increased 
efficiencies, control and the ability 
to support clients in the way most 
needed to run their business should 
be the priority offering of the prime 
broker.”

There are other considerations that 
might influence a customer’s choice 
of prime broker suggests Hunik. 
“Reputation and good pricing may 
help the customer to narrow the 
search for a prime broker. However, 
mutual incentives and value-add will 
ultimately decide the best choice for 
a successful long term partnership.  
A prime broker whose interests are 
aligned with those of the customer 
has the incentive to deliver the best 
trading environment possible and to 
provide the best opportunity for the 
customer’s own success.  This must 
be demonstrated every day, with 
every product and every trade.”

“Tight spreads and low commissions 
are attractive but will not guarantee 
a happy customer.  The liquidity 
must match the customer’s 
trading profile.  The value-add 

of stability, quality execution and 
sufficient market depth have a 
significant impact on the customer’s 
satisfaction.  The right prime broker 
will understand this and will deliver 
the highest level of service across all 
of these areas and more.”

reGulatory requirements
The growing influence of regulatory 
requirements on FX firms’ decision 
to engage a prime broker is also 
noted by Nick Mortimer, head 
of Prime Brokerage and Clearing 
at CFH Clearing. “Traditionally, 
institutional firms have entered FX 
prime broker relationships looking 
for market access in terms of diverse 
liquidity providers as well as taking 
advantage of the operational 
efficiencies a prime brokerage 
relationship provides in terms of 
cross-netting of open positions and 
flexible collateral management. 
However, with the new 
requirements being set by Dodd-
Frank and EMIR Regulation, financial 
institutions that have managed 
without an FX prime broker are now 
looking at how a relationship could 
help in terms of their obligations 
to clear, report and manage their 
margin requirements. I believe these 
new requirements have made all 
financial institutions consider a 
prime broker relationship. Due to 
prime brokers’ expertise in clearing 
FX tickets, clients can now look to 
prime brokers to assist with clearing 
and reporting of other asset classes 
and products as well as ensuring 
efficient collateral management.”

The range of back office services 
offered by prime brokers has led to 
a simplification of the back office 
and created operational efficiencies 
for their clients, says Mortimer. 
“Leading FX prime brokers have 
become very technology focused 
businesses, especially with their 
prime broker platforms, giving 
clients a complete overview of 
their real time positions and 
P&L, a robust risk 
management 

Prime Brokerage - your gateway to the interbank FX markets 
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Natalia Hunik 

“A prime broker whose interests are aligned with those 
of the customer has the incentive to deliver the best 
trading environment possible and to provide the best 
opportunity for the customer’s own success.”
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tools including platform OFF 
switches, systemic control of NOP 
and exposure management, the 
ability to roll open positions from 
one view on a click and trade 
methodology, downloadable reports 
in all available formats. Also, FX 
prime brokers have made major 
investments in excellent client 
service, employing people who 
have full knowledge of both the 
traditional FX business and the new 
regulatory rules.”

In terms of the on-boarding process, 
Mortimer believes there has been 
a change in recent years, resulting 
in a greater ease of access to 
prime brokers.  “There has been 

a consolidation at the higher 
end, with some prime brokers 
restructuring their businesses. 
This has led to stricter criteria in 
terms of on-boarding. Tougher 
regulatory rules like Know Your 
Customer requirements as well 
as higher requirements in terms 
of net assets and/or assets under 
management have made it more 
diffi cult to establish a prime broker 
relationship. Because of this 
there has been an infl ux of credit 
intermediaries and prime of prime 
providers, including ourselves, into 
this space.”

CFH Clearing has been operating for 
six years (formally as CFH Markets) 
offering a prime of prime model – 
one that is proving to be popular 
with clients, says Mortimer. “We 
have seen a number of clients who 
have either exited from an existing 
FX prime broker relationship or 
new players to the market wanting 
to take advantage of the market 
access we can offer and also the 
back offi ce effi ciencies we have 
developed that can be passed onto 
the customer.”

There have also been steps taken 
in the prime broker market to 
remove or at least address some of 
the potential confl icts of interest 
that exist, says Mortimer, as well 
as make it clearer where the cost 
benefi ts of using a prime broker 
may lie. “An often talked about 
confl ict is that information of a 
client using both a bank’s pricing 
and prime brokerage service can be 
swapped. However, prime brokers 
have worked tirelessly to implement 
a ‘Chinese Wall’ so this information 
remains in the appropriate areas. It 
is this relationship between prime 
broker and FX pricing where a 
signifi cant cost saving can be made 

in that these trades carry no 
prime broker charge.  I 

also fi rmly believe 

that the operational effi ciencies 
from having a FX prime broker 
relationship carry a signifi cant cost 
benefi t.”

bacK-office Portals
While the prime brokerage model 
has proved enduringly popular 
because of its ability to act as a 
gateway for institutional banks to 
access the interbank FX market, that 
access to liquidity is only one part of 
a prime broker’s offering, says Joe 
Conlan, global head of FX Sales at 
INTL FC Stone. “A big part of the  
offering is the back-offi ce portal 
that allow clients see all of their 
deals in real time.  Traders can easily  
match off trades internally and on 
an automated basis, simplifying  
reconciliation.”

Clients are also looking for leverage 
multipliers and gross credit limits, 
says Conlan. “For the appropriate 
account, we can offer 50:1 leverage 
with  a multiplier that provides gross 
credit lines to be extended and  used 
on multiple ECNs. This is an evolving 
area and one that ebbs and fl ows as 
brokers try to fi nd the optimum way 
to provide the maximum amount 
of credit but without exposing  
themselves to unwanted risk.”

This offering is limited by each 
individual client’s profi le – what their 
creditworthiness is, what does their 
balance sheet look like, what are 
their trading patterns in terms of 
currencies,volumes and ECNs, says 
Conlan. “If we are taking additional 
risk for a client, then there must be 
additional rewards to compensate  
for those risks. As a conservative 
organization,  we are risk averse and  
want to mitigate most risks at the 
outset by ensuring that customers 
have suffi cient experience, deposits 
and balance sheet strength to 
support their risk profi le.”

There are two tiers in the prime 
brokerage space – the large banks 
and the prime of primes, such as FC 
Stone. One advantage that prime of 

FX BROkERagE OpERatiOns

FX prime brokers have 
made major investments in 
excellent client service
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primes have over their counterparts, 
says Conlan, is a more manageable 
process for bring clients on board. 
“The on-boarding process in the 
large prime banks space can be long 
and for good reason because of the 
many compliance and credit checks 
that are needed to open an account 
and establish a line of credit. In the 
prime of prime space, it is more 
of a margin-based business so 
that on-boarding can be a much 
speedier process.” The importance 
of this process is likely to become 
even more pronounced as a result 
of Dodd Frank and similar global 
regulations that are going to create 
additional compliance requirements 
and associated documentation 
that slows down the on-boarding 
process, says Conlan. “Clients have 
to get Legal Entity Identification (LEI) 
numbers, for example, which were 
not  required in the past. This turns 
some of the clients off but this is 
the world we live in. In some ways, 
the regulation may help to stimulate 
further growth on the prime 
brokerage market. As perception 
becomes such that you really need 
a regulated prime broker to get into 
the FX space and that might lead to 
greater demand.”

As demand builds we’ll see more 
new entrants into the prime 
brokerage market which will in 
turn lead to price competition, an 
increase in services and perhaps a 
round of consolidation. “It can be 
a relatively easy and low-cost for  
retail brokerage firms to enter the 
PB market. Even regional banks that  
feel that their credit is not being 
used as efficiently as it could be or 
that their trading capability is being 
under-utilised will consider entering 
the FX prime brokerage space,” says 

Conlan. However, there is unlikely 
to be any radical changes in market 
dynamics. 

In fact, it is currently difficult to 
predict exactly what will happen 
says Conlan. “Normally you see a 
definable trend where all the banks 
do the same thing, whether that 
be to leave the market or to enter 
it. But right now it is very difficult 
to feel where the market is going. 
Some major banks have pulled back 
and others have opened up. Costs 
are going up so I don’t know if 
prices can go down much more.”
In some ways this behaviour is 
typical of a market where margins 
are shrinking and the participants 
have multiple different businesses and departments. “When you are 

losing money on the bottom line, 
it is easy to sanction an exit from 
that business.  But there will be 
other banks that think they are 
well placed to take that business 
and even though they might lose 
money in the initial period, they 
are taking a long-term view and 
see the wider benefit of inheriting 
more counterparties that could be 
of greater profit in other parts of the 
business.” 

“In these market conditions, the 
benefit to being a dedicated FX 
prime of prime is that we are 
focused on providing  a better 
service to our core clients which are 
retail brokers, fund mangers and 
high technology traders,“states 
Conlan.

technoloGy-oriented
A new breed of more dedicated 
prime brokers have been able 
to exploit the gaps left by the 
traditional bank-based prime 
brokers, argues Franck Mikulecz, 

Prime Brokerage - your gateway to the interbank FX markets 
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Joe Conlan

“The on-boarding process in the large prime banks space 
can be long and for good reason because of the many 
compliance and credit checks that are needed to open an 
account and establish a line of credit.”   

Nick Mortimer 

“FX prime brokers have made major investments in 
excellent client service, employing people who have full 
knowledge of both the traditional FX business and the 
new regulatory rules.”
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chief executive of Baxter. “Prime 
brokerage is a highly process 
oriented activity that initially 
only large banks were capable to 
perform, Due to thin margins and 
growing regulatory burdens in 
multiple other areas, those banks 
have resorted to cherry-picking 
the largest and most profitable 
relationships and began neglecting 
the vast majority of institutional 
players. Smaller, nimble and 
technology-oriented firms have filled 
the gap, sometimes with an even 
more elaborate prime service.”

These brokers, says Mikulecz, 
have established a range of core 
services comprising technical help 
for certification to platforms, 
hosting collocation, fees advice, 
recommendations for telecom 
solutions, risk monitoring solutions, 
API’s for account information, white 
label back office technology for 
downstream clients, FX conversions, 
treasury management, FX delivery, 
hedging and swaps.

The greater ease with which 
firms can access the services of a 
nimble prime broker is a front on 
which there are large gains still to 
be made, argues Mikulecz. “The 
regulatory pressures have increased 
the burden of compliance for on-
boarding new clients. Most firms are 
still grappling to find ways to speed 
up the process of opening new 
relationships. The forced adoption 
of central clearing will accelerate 
the disappearance of the ‘me-too’ 
providers in favour of dedicated post 
trade specialists. The service will 
become the best way of simplifying 
not only operational but also 
regulatory requirements.”

With an increasing number of players 
entering the market, Mikulecz 
stresses the point that competition is 
a good thing. “It improves the service 
to end users. From a rough and ready 
one size fits all solution to trade 

Prime Brokerage - your gateway to the interbank FX markets 
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Spot-FX only, FX prime brokerage is 
becoming a more sophisticated play. 
Better information, online access, 
safety and transparency are now 
commodities.”

When it comes to the factors that 
will influence a customers’ choice 
of prime broker, the foremost 
one is trust in the institution and 
management team, says Mikulecz. 
“At the end of the day, the prime 
broker will be handling all your 
collateral. Then the number of 
available platforms on offer is top on 
the list of the most active FX players. 
Finally, technology and information 
access, which controls operation 
safety.”

The last point that Mikulecz makes 
relates to the improvements that 
certain brokers can make in terms 
of the openness of their pricing 
models. “Some prime brokers 
still exploit the apparent lack of 
transparency in the market to 
levy undisclosed charges hidden 
in spreads. Bar the fact that these 
practices are barely legal, they miss 
a golden opportunity to shine in 
offering their most compelling value 
to end users: increased market 
access quality.”

The demand for prime 
broker services is likely to 
be fuelled further by new 
regulatory requirements

Franck Mikulecz 

“The forced adoption of central clearing will accelerate 
the disappearance of the ‘me-too’ providers in favour of 
dedicated post trade specialists. The service will become 
the best way of simplifying not only operational but 
also regulatory requirements.”

Please tell us more about CFH 
Clearing
We have been in operation for six 
years (formerly as CFH Markets) 
and have continually evolved in 
order to lead the market with a 
premier offering for institutional and 
professional clients.

We are an interbank prime of prime 
solutions provider for small and 
medium sized institutional clients 
and are one of the largest interbank 
STP venues in the market. We 
have invested heavily in developing 
proprietary technology in order 
to offer the very best trading and 
risk management tools to clients 
– so whether they are looking for 
clearing services or cutting edge 
technology solutions, or both, we 
have a range of services to help 
them to succeed in this highly 
competitive market.

What are the benefits to 
clients of partnering with 
a PoP broker such as CFH 
Clearing?
In addition to our diverse range of 
competitively priced liquidity, clients 
also benefit from our operational 
efficiencies such as cross-netting 
of opening positions and collateral 
management.   With the new 
requirements being set by Dodd-

Frank and EMIR Regulation, financial 
institutions see our ability to help 
them with their legal compliance 
obligations as a significant benefit. 
Reporting is a huge area for us – 
and we offer it for free to brokers 
who use our technology. 

You have over 400 institutional 
clients in 82 countries. To what 
do you attribute your success?
We understand exactly what clients 
are looking for and can provide 
them with a highly tailored service. 
Transparency, flexibility and control 
are at the heart of our offering. 
For example, we provide the most 
transparent and direct gateway 
to the interbank market, we offer 
clients the freedom to choose the 
liquidity pools and liquidity providers 
they want and, through tools such 
as our ClearVision product suite, 
we can provide significant controls 
with our advanced risk management 
tools.

What has been the market 
response to ClearVision?
ClearVision was launched last 
year and has been a real catalyst 
for growth. It is a modular suite 
of broker tools aimed primarily at 
Tier I and II brokers looking to take 
their business to the next level. It 

CFH Clearing: 
A clear route to success
With its strong heritage, tailor-made liquidity, innovative 
technology and growing global client base, CFH Clearing 
is widely recognised as one of the world’s leading Prime 
of Prime brokerages. We speak to Lars Holst, CEO of CFH 
Clearing, to find out more about the company’s successes 
and the benefits it offers to clients.
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provides all the cutting-edge tools 
required by brokers to manage an 
increasingly complex business with 
multiple trading platforms, liquidity 
providers, back office systems and 
risk books. In essence, it brings 
together the very best of our 
proven offering and provides clients 
with a combination of Prime of 
Prime interbank liquidity and state 
of the art, sophisticated trading 
technology. ClearVision has been 
extremely well received and has 
opened up opportunities for us with 
a number of new clients across the 
globe. 

What does the future hold for 
CFH Clearing?
We will focus on growing our 
client base, with major signings 
globally, and will also continue to 
invest in our product suite in order 
to maintain our market leading 
position.

For more  
information, please visit  
www.cfhclearing.com

Lars Holst
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High-speed trading is now rife in 
the foreign exchange markets, 
as a result of infrastructure 
improvements and a growth of non-
bank financial market participants.  
The Bank of International 
Settlements (BIS) reports that 64% 
of spot FX trades were executed 
electronically in Q4 2013, a figure 

that could reach as high as 95% 
if it included voice trades that are 
booked electronically. Daily turnover 
across FX instruments has risen year-
on-year to US$5.3 trillion in 2013 
– of which around US$2 trillion is 
spot, up from the US$4 trillion daily 
in 2012. The majority of that growth 
stems from non-bank financial 

institutions, according to the BIS. 
The multiplicity of smaller trading 
shops, shunning voice is making 
market connectivity more complex 
and making speed more important.

Some of the biggest banks are 
shutting down a substantial 
amount of their trading businesses 

Pathways for 
achieving higher 
speed FX connectivity 

The increased adoption of Algorithmic FX trading coupled 
with the growth of currency trading On Exchanges and the 
launch on new ECNs is making connectivity a much more 
complex and potentially costly issue for trading firms wanting 
to link into increasingly numerous sources of FX liquidity.  
Dan Barnes explores some of the issues.
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across commodities and energy, 
while rules that will separate the 
capital buffers of retail banks from 
those supporting trading activity 
undermine many firms’ capacity to 
support trading. 

Drivers for growth
“New regulations are forcing a lot 
of people out of the energy and 
commodity markets, which were 
typically very stable businesses, so 
that capital has to go somewhere,” 
says Jubin Pejman, Managing 
Director of FCM 360 a managed 
services and technology provider 
in the derivatives sector. “Entire 
divisions of people are being laid off, 
they can’t just move to another shop 
as the rules affect every firm, so they 
are looking at other asset classes.”

The reason that FX has blown up 
in size, Pejman says, is that many 

countries, such as Singapore, Hong 
Kong, China and Japan, are making 
it easy to get into the market. 

“It is very hard to make money in 
equities. For the traders that want to 
get out of the energy and the equities 
businesses, this is where those people 
can make money,” he says.

However, voice trading in FX is 
also being hit hard by the current 
currency rigging scandal which has 
seen multiple traders suspended, 
many brokers ban the use of chat 
rooms and 15 banks placed under 
investigation by authorities. 

If, as the BIS notes, up to 95% of 
execution is conducted electronically 
even when orders are taken by 
phone, it makes sense for the 
big banks to cut out those risky 
elements, known as voice traders.

A wholesale shift creates the perfect 
environment for a rapid increase in 
electronic trading of FX by both big 
banks and the many traders looking 
to go onto business for themselves 
within hedge funds and proprietary 
trading houses. 

Hugh Cumberland, Solution Manager, 
Financial Services at Colt Technology 
Services, says, “Algorithmic traders, 
like gold miners of the 1800s in the 
US, find a seam and mine it for as 
long as they can and then move on 
to the next one. They are always 
looking for new locations and for 
new asset classes. With the increase 
in regulation and competition around 
other instruments, FX is proving to be 
a draw.” 

The advent of trading venues such 
as Currenex and FXall has helped 
to accelerate lower trading costs, 
encouraging automated trading. 
Banks are having to match their 
prices seen through their proprietary 
systems with those of the platforms, 
or risk clients moving across to those 
platforms if the banks do not. 

“That shift in liquidity and 
accessibility has had a major impact 
on the industry,” Cumberland says.  
“Lots of corporate customers and 
smaller FX trading firms would have 
left their trading with the provider 
and hoped for a good price in the 
past, but these days they will do the 
FX themselves. As a consequence 
it is likely that the profitability of 
FX will have taken a hit for some 
of the big banks. Nevertheless the 
appetite for trading is still there. 
Market estimates are that of the 
US$5 trillion traded a day, the 
amount that relates to international 
trade and investment is about 20% 
with the other 80% representing 
speculative transactions.”

Making your voice hearD 
Getting established in the market 
to take advantage of trading and 
investment opportunities requires 

NEtwORks, HOstiNg & CONNECtivity
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some considerable forethought and 
insight into market structure.

“FX is very disaggregated compared 
to instruments like equities,” says 
Tanuja Randery, president for 
strategy and marketing at BT Global 
Services. “Due to the nature of FX 
trading you don’t have the kind of 
data complexity that that you see in 
other asset classes but you have lots 
of transactions. What this means 
from a connectivity perspective is 
that there is a lot of messaging 
and lots of individual streams of 
data but you don’t have as much 
data volume. From a connectivity 
perspective there are three issues 
to consider: Firstly you need to 
connect to far more venues, so 
the cost for connectivity can be 
significant. Secondly you have to 
address the need for low-latency but 

not justifying a large pipe. Thirdly 
there are five or six currency pairs 
that dominate trading and so most 
algo/high frequency trading has to 
happen in those currency pairs as 
algo trading requires volume to be 
successful.”

The advantage of FX being a 
more lightly regulated market 
than equities and derivatives is 
counterbalanced by these issues. 
However, although the sources of 
liquidity are very different, there is 
grouping effect which is extending 
to more datacentres, where firms 
looking to achieve low-latency 
trading are setting up their trading 
platforms to enable colocation with 
other counterparties. In addition 
there are new venues cropping up 
where there typically has not been 
connectivity before. 

“In a market where you can have 
a few key routes, you spend effort 
making them as fast as possible, 
even to the extent of switching 
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Pathways for achieving higher speed FX connectivity 

Algorithmic traders, like gold miners of the 1800s in the US, find a seam and mine it for 
as long as they can and then move on to the next one.

Hugh Cumberland 

“Speed with a flaky service could lose you as much 
money as it makes,”  
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to microwave as we have done 
from Basildon to Frankfurt,” says 
Cumberland. “With the sort of 
dispersed connectivity requirements 
that one needs for FX that is much 
harder to do. We welcome the 
explosion of diversity in trading 
destinations, although it will be 
less welcome amongst customers, 
who see increased costs. For high-
frequency trading (HFT) firms who 
have put algorithmic technology in 
place, sweating the assets is a good 
thing, once you have infrastructure 
in place. Moving on to a new 
asset class allows you to do that to 
some extent, but if you move from 
equities to FX you might move from 
five connections to 20.” 

Even with the explosion in the 
equities and derivatives world of 
alternative venues, which have 
required increased coverage, they 
were still huddling together for 
warmth around specific and well-
connected datacentres, which 
facilitated colocation to enable 
low-latency trading. With FX there 
is less ability to rely upon colocation 
and therefore a more common 
requirement to look across the 
whole connectivity network for 
places to reduce latency.

Cutting Corners
Firstly, firms must consider how fast 
they need to be, and based upon 
that conduct a cost benefit analysis, 
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Pathways for achieving higher speed FX connectivity 

Open Systems 
Interconnection  
(OSI) model layers
These are abstract layers, used to describe 
the functionality of particular parts of a 
communications system.

Network - The medium to which nodes are connected and given 
addresses.

Layer 1: The physical layer - Provides the physical characteristics 
of the network and defines protocols to be used.

Layer 2: The data layer - Establishes the reliability of the network 
by detecting errors and in some cases correcting them.

Layer 3: The network layer - Provides the means for data to be 
passed between nodes.

Layer 4: The transport layer - Allows for the reliable transport of 
data.

Layer 5: The session layer - Manages interactions between 
systems, establishing and terminating connections.

Layer 6: The presentation layer - Provides mapping across 
different syntaxes that may be used by different systems.

Layer 7: The application layer - Works out who is sending what 
to whom, and how it can be sent with the existing resources.

Often fibre is first laid 
where it is easiest, down 
the side of a road, or 
a canal or motorway, 
going around towns, 
mountains and bodies  
of water.

taking into account speed and 
reliability of a partner’s performance. 
Cumberland says that with Colt’s 
Layer 2 Ethernet, its own fibre 
network, particular technologies can 
be employed to decrease latency 
on specific routes, such as its use of 
microwave to connect London to 
Frankfurt, but there even at a basic 
service level, latency is low. 

“For the sake of comparison let 
us say microwave is 5 milliseconds 
roundtrip London to Frankfurt; 
fibre, specially purposed for ultralow 
latency would be a 10 milliseconds 
roundtrip, while our standard 
deterministic low-latency on Layer 2 
Ethernet would be 20 milliseconds,” 
he says. “For the key routes you are 
shaving microseconds off but even 
on routes that see lower volumes 
and fewer traders providers like 
Colt can still deliver 20 milliseconds 
roundtrip delay almost anywhere in 
Europe.”

If a firm is unable to calculate its 
service requirements correctly it may 
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end up having to move the service 
it uses to enhance performance and 
reliability. 

“The broker tries to service on a 
one to many basis, so on average 
the quality of the pricing and the 
service outweighs pure low-latency,” 
says Pejman. “The few milliseconds 
that it might take to get the pricing 
can be valuable if the pricing is 
substantially better anyway, and so 
it becomes a consistency of business 
issue for them. However we have 
seen brokers who have not prepared 
adequately ahead of going live and 
have been connecting using the 
internet, with multiple gigabit fibres 
coming into all of our connections.” 
When their clients have experienced 
disruption, FCM360 often move 
them over to a fibre cross-connect 
so they have a low latency, high 
availability connection. 

“That way if there is an outage 
in the region that the clients are 
trading out of, the broker server 
is still connected to the banks and 

can execute all of their clients’ 
orders quickly,” Pejman explains. 
“For retail brokers particularly, who 
tend to focus on sales rather than 
infrastructure, understanding what 
was promised to the customer is 
crucial, but it depends on how much 
they will spend as an up-front cost.”

route issues
If a client’s trading strategy is relying 
on speed its infrastructure has to 
be optimised and there are lots 
of techniques for doing that, in 
application programming and in 
specialist hardware, using things 
like Field Programmable Gate 
Arrays (FPGAs), chips that contain 
code to reduce the bottleneck of 
hardware having to take in and 
process code that has been held in 

memory on another chip. Speed is a 
key differentiator but service is also 
fundamental. 

“Speed with a flaky service could 
lose you as much money as it 
makes,” notes Cumberland. “Where 
there is a trading route that requires 
ultra-low latency, on fibre the first 
thing you do is straighten the route. 
Often fibre is first laid where it is 
easiest, down the side of a road, or 
a canal or motorway, going around 
towns, mountains and bodies of 
water. If you look at a fibre map 
zoomed out all the lines appear 
straight but when you zoom in 
the lines really weave about. Any 
sensible method of straightening 
that route lowers the distance across 
which light travels, at around five 

NEtwORks, HOstiNg & CONNECtivity

Tanuja Randery

“Due to the nature of FX trading you don’t have the kind 
of data complexity that that you see in other asset classes 
but you have lots of transactions. What this means from a 
connectivity perspective is that there is a lot of messaging 
and lots of individual streams of data but you don’t have 
as much data volume.”

Jubin Pejman 

 “For retail brokers particularly, who tend to focus on 
sales rather than infrastructure, understanding what was 
promised to the customer is crucial…”



microseconds a kilometre. Then 
you can amplify the signal, you can 
accelerate the signal, so that if it 
has been slowed down by anything 
it can be driven back up to its 
maximum speed.”

The ability to balance reach with 
speed has led firms to develop with 
hybrid service models that try to 
make the best of both worlds.  For 
example, Alex Foster, global head of 
strategy & business development, 
financial technology services, at BT 
says, “We came up with BT Radianz 
Venue Interconnect, which links key 
datacentres or clusters or matching 
engines. Depending upon the client’s 
needs it can be used as a dedicated 
link if they need full 10gig path or it 
can operate as shared infrastructure 
taking in nascent markets. Leveraging 
our shared model allows traders to 
reduce the investment risk when 
obtaining access to highly engineered 
network paths before they are 
economically viable.”

Randery says that low latency/
co-location hosting is becoming 
very important, with more banks 

following the footsteps of the equity 
markets.  “Co-locating pricing 
engines for their most demanding 
customers and then leveraging a 
cloud infrastructure like BT Radianz 
Cloud can help meet the needs of 
smaller clients,” she says.

Pay for usage models
Technologies that have seen use in 
other industries, such as microwave, 
are also being employed with 
increasing frequency in the FX 
trading market. Nexxcom, a leading 
provider of microwave solutions, 
has found itself moving into the 
wholesale carrier space away from 
being a pure-play technology 
manufacturer, as it is increasingly 
being asked to construct networks 
that will be used by multiple parties, 
rather than dedicated networks.  

“We are seeing less appetite for 
capital expenditure and more for 
operational expenditure,” says Jay 
Lawrence, CEO at Nexxcom Wireless. 
“By having our own radio platform 
we have done a good job of getting 
economically suitable services to 
market. For example we have traders 
saying that if we can get them access 

to the networks on a pay for usage 
model, then they are interested in 
using all of the networks we have. The 
interest is exceptionally high. We have 
four complete services that will be up 
in the first half of the year; Secaucus, 
Docklands, LSE and the transatlantic. 
Behind that we are planning routes to 
Basildon and Frankfurt and additional 
routes out to Europe and New Jersey 
and we may still go back and do a 
Chicago and New York.” 

The firm’s upcoming transatlantic 
project is claimed to be, when 
constructed, the largest low-latency 
hybrid fibre-wireless network on the 
planet. It will connect the largest 
NY4 datacentre in New Jersey to the 
LD4 data centre in Slough in the UK 
by attaching to and passing through 
an undersea cable. 

“It is hybrid fibre and wireless, it 
will be the fastest service out there, 
below 62.2 milliseconds round trip,” 
says Lawrence. “Right now the 
design is completed, we have all of 
our spectrum, all of our assets, [the 
project] is down to hanging radios 
and lining them up. We have been 
doing it in February and March 
so the one issue we have faced 
has been Mother Nature, but the 
hurdles that people have said would 
be insurmountable, we have cleared 
already.”

Technologies that 
have seen use in 
other industries, such 
as microwave, are 
also being employed 
with increasing 
frequency in the FX 
trading market. 

Jay Lawrence 

“We are seeing less appetite for capital expenditure and 
more for operational expenditure,” 
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Pathways for achieving higher speed FX connectivity 



What sort of simple but 
important background checks 
would you advise traders to 
undertake about any broker 
before they commit to using 
them?

The most important fi rst step is 
making sure your broker is regulated 
by an independent fi nancial 
regulating authority.  The fact that 
Swissquote is a bank and authorised 
as such by the authorities gives us 
extra credibility over other fi rms.  It 
is a guarantee of security for the 
traders investing on our platforms. 

Our clients appreciate that 
Swissquote Bank is licenced and 
regulated by the Swiss Financial 
Market Supervisory Authority 
(FINMA).  Additionally, our 
subsidiaries are authorised and 
overseen by local authorities.  Our 
London-based offi ce, Swissquote Ltd, 
is regulated by the Financial Conduct 
Authority (FCA) and Swissquote Asia 
Ltd, based in Hong Kong, is overseen 

by the Hong Kong Futures and 
Securities Commission.   
 
How much importance should 
traders place on the available 
leverage offered by a broker 
and can less sometimes be 
more advantageous?

One of the draws to Forex trading 
is the access to leverage which lets 
traders amplify their profi t or loss of 
even the smallest moves in the market 
and with even a small investment.  
Leverage is an essential tool to help 
traders maximise the profi tability of 
successful trading positions. 

Unlike many other brokers, 
Swissquote provides standard 
leverage of 1:100 allowing for 
a signifi cant increase in account 
margin, while minimising the risk of 
losing positions.  We offer fl exible 
leverage options from 1:1 up to 
1:200 (upon approval), so that 
traders can choose their own level 
of risk. If you are new to Forex, then 

we advise you to consider lowering 
your leverage until you are confi dent 
in your trading strategy because 
higher leverage increases your risk 
considerably and can result in stop-
outs of your trading positions.

How much consideration needs 
to be given by traders to the 
range of trading platforms 
(web, desktop, mobile, social, 
API, etc.) a broker offers and 
the toolsets, functionality, 
reliability and customisation 
options available with them?

At Swissquote, a part of our mission 
to provide the best trading conditions 
is to continually improve our offering 
with new options to allow traders 
to trade their own way.  This means 
providing powerful, user-friendly 
platforms for trading anytime, 
anywhere and tools to enhance 
trading strategy.  Swissquote 
currently offers our proprietary suite 
of platforms, Advanced Trader, Web 
Trader 2 and Mobile Trader, as well as 

Check-lists to consider for 
selecting an FX broker 
By Marc Burki, CEO of Swissquote Bank

Marc Burki
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MT4.  All of the platforms we offer 
come with integrated Swissquote 
liquidity, customisation options and 
trading tools.  

Most brokers now offer a 
variety of premium services 
such as charting, news feeds, 
and market commentary. 
Is there any way of 
differentiating these from one 
broker to another or at least 
determining what real value 
they can offer to traders?

Success in Forex trading depends 
a lot on market knowledge.  Some 
brokers provide analysis, others 
don’t.  At Swissquote, exclusive 
market analysis is a key service 
we provide to traders.  We are 
currently working on delivering 
institutional quality research analysis 
to the individual FX trader who has 
become very sophisticated and is 
often trading at what used to be 
considered the professional level.  
With this trend, we are merging our 

professional and individual trading 
client strategy services to offer the 
same high level of market research 
and analysis and trading tools to 
all of our client base, so that every 
Swissquote trader or partner can 
trade with confidence at all times. 
Our in-house research team 
produces proprietary market 
research throughout the day based 
on fundamental events, quantitative 
analysis and technical indicators. 

All our market analysis has the 
primary objective of bringing traders 
closer to the market and turning 
research into actionable trade ideas. 
Swissquote news and analysis, 
published in twelve languages, is 
a complementary service offered 
to our clients.  We know that this 
market analysis is useful because 
these pages are among the most 
consulted on our website.

What about novice traders 
who are unsure of their 
skills or strategies. Should 
they always look for brokers 
that offer demo accounts or 
“micro” lots to start with 
and what steps can they take 
to check whether a demo 
platform has any differences in 
speed of execution, slippage, 
and reliability from a live one?

Yes, this is fundamental.  It is 
recommended to start with a 
demo account that puts the trader 
in real-time market situations.  At 
Swissquote, we invite traders to 
familiarise themselves with our 
platforms and trading conditions 
by practicing on a 30-day demo 
account that provides real-time buy 
and sell prices and best market price 
execution.  Our demo platforms 
provide the same trading environment 
as a real account, but using virtual 
money.  This allows traders to practice 
trading FX, commodities and stock 
indices with no risk.  Traders have 
access to real-time charts and news 
and they can test position sizes, EAs, 
and leverage options.    

EXPERT OPINION

How much attention needs to 
be paid to a brokers account 
withdrawal and funding 
policies?

Traders must understand their 
broker’s account funding and 
withdrawal policies.   You should 
be able to easily, securely and 
inexpensively fund your account and 
make withdrawals.  At Swissquote, 
our policies and procedures are 
clearly mentioned on our websites.  
Traders can fund their Swissquote 
accounts simply, quickly and securely 
by credit card or bank transfer with 
no added fees.  Withdrawals can be 
done either by wire transfer within 
2 days or by ATM fund withdrawal 
with Swiss Banker Travel Cash Card.

Does the size of a brokerage 
provide any guarantee that a 
trader will receive improved 
customer service or access to 
better prices?

Because Swissquote is a Swiss bank 
and a leader in online financial 
and trading services, we can give 
our clients more: deep liquidity, 
optimal conditions, powerful trading 
platforms and utmost security. As a 
regulated public bank in Switzerland 
our clients around the world benefit 
from a stable Swiss economic 
environment and solid financial 
security standards, including deposit 
protection up to 100 000 CHF.

In what ways can choosing the 
right broker really make the 
difference between success 
and failure in the competitive 
and demanding forex trading 
environment?

We believe this makes a big difference 
which is why we are committed to 
providing the trading conditions, 
platforms, research, service and 
support to help our clients reach their 
trading goals.  In addition to choosing 
the right broker, remember that risk 
mitigation and close market follow-up 
are key to successful trading!
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New players, strategies 
and opportunities
an exciting future awaits for 
social forex trading
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When talking about what innovative 
new social trading platforms and 
communities have recently been 
launched, Jeff Grossman, managing 
director at independent full service 
broker, Squared Financial, says many 
are quite similar. He explains: “The 
[social trading platform] technology 
hasn’t gained traction in the 
professional or institutional markets, 
so the space is still very open to 
innovation.”

On platforms that stand out, 
Grossman comments: “Recently 
FX Pro has launched its own 
version known as Super Trader, 
which leverages its own client 
base whilst Myfxbook [an online 
automated analytical tool for forex 
trading accounts and a social 
forex community] is definitely a 
leader. The portfolio analytics are 
very strong even by Institutional 
standards and its criteria for vetting 
systems is also impressive.”

Rapid development of 
platfoRms
Social trading platforms have been 
significantly developed since their 
introduction, comments Mariusz 
Potaczała, CEO at TMS Brokers, 
provider of premium brokerage 
and institutional risk management 
advisory services in FX, CFDs, Futures 
and Options. He says that with 
growing communities of traders and 
with thousands of signal providers 
to choose from, the emphasis has 
been put on delivering the most 
precise and reliable real time data 
and statistics to verify traders’ track 
records. 

Yet Potaczała adds: “Being able to 
calculate return on investment is 
no longer enough for clients when 
choosing a signal provider; they expect 
to be able to examine the distribution 
of position returns, position allocation, 
account equity, unrealised P&L or 
estimate value at risk.”

As for trends in the development 
of new functionality and trading 
applications for social forex, including 
automated copy trading, Grossman 
says that it is important to prioritise 
those that provide more complex 
functions as well as the basics. 

Grossman also notes that: “The 
most impressive functionalities are 
focused on providing better risk 
management. These technologies 
offer more than just systems to 
follow and performance metrics; 
they provide the means for clients 
to manage exposures according to 
their risk appetite.” 

“This is a real advance in the 
technology and method of investing 
that lets clients really understand 
how to benefit from systematic 
trading,” Grossman enthuses. 
“However, one thing that hasn’t 
been given importance is the quality 
of execution around the copy 

trading platforms and publishing 
stats for the public, and this seems 
to be the case for both third party 
and broker-specific platforms.”

novice and expeRienced 
tRadeR appeal
As for what ways the integration of 
social networking applications with 
web, desktop and mobile trading 
platforms is helping novice traders 
to capture the benefits of social 
investing, Grossman says: “It just 
makes the whole process very user 
friendly and accessible. This lets the 
end client focus on performance 

Social trading in forex is becoming ever more established in the retail world, 
and is even becoming a useful tool for more experienced traders looking to 
exploit the knowledge of the masses to improve their strategies. Heather 
McLean explores how this innovative area is seeing the development of new 
functionalities and toolsets to improve the trading experience for all, leading 
to an exciting future of opportunity.

RETAIL FX TRADING

Mariusz Potaczala 

“Being able to calculate return on investment is no longer 
enough for clients when choosing a signal provider; they 
expect to be able to examine the distribution of position 
returns, position allocation, account equity, unrealised 
P&L or estimate value at risk.”
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and risk management rather than 
technology itself. That’s a huge step 
forward compared to the traditional 
route,” he adds.

Social trading platforms are also 
beginning to attract the attention 
of experienced traders. There is a 
growing interest in multi-asset class 

trading on social networks including 
FX, CFDs and Options thanks to the 
evolution of social trading platforms, 
notes Potaczała. 

Potaczała states: “These 
developments have attracted 
more experienced traders to social 
trading and resulted in the increased 

need for even more portfolio 
management tools. Not only are the 
signal providers being the subject 
of thorough analysis, but so are the 
instruments they trade. With less 
volatility in the currency market, 
there has been growing interest in 
trading other asset classes.”

Grossman states that the multi-
asset focus is driven by self-directed 
investors looking for diversification 
and better returns. “Above all, this 
segment recognises the advantages 
of better control and transparency,” 
he notes. “It can be used to 
optimise their portfolios directly, 
or simply as a benchmark for their 
traditional investments.”

BRinging home 
institutional gRade 
seRvices
Institutional FX grade services are 
finding a home in the retail social 
trading environment. Potaczała 
states: “More professional traders 
moving into the social trading 
platform arena also means that 
there is increasing awareness of 
the need to diversify investment 
portfolios and properly manage 
the risk. We find it to be especially 
true for traders with capital markets 
background, who are used to 
managing their portfolio and 
expecting their broker to provide 
them with the required tools.”

“With leverage available, traders 
need to be able to knowingly 
build their portfolio to suit their 
risk profile, with the right asset 
allocation and risk allocation per 
instrument, but also per signal 
provider,” adds Potaczała.

However, Grossman comments that 
while he sees very little in terms of 
institutional FX grade services, both 
research and analysis, working their 
way into the retail social trading 
environment at this moment, he 
states: “The institutional mode 
for servicing clients in terms of 
research and analysis is done via 

New players, strategies and opportunities 
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Multi-asset social trading
TradingFloor.com, launched in January by online trading and 
investment specialist Saxo Bank, is the first major platform to offer 
multi-asset social trading. Saxo Bank aims to be the frontrunner of a 
global revolution in the trading world through TradingFloor.
 
Co-founders and co-CEOs of Saxo, Kim Fournais and Lars Seier 
Christensen, wanted to unleash the power of peer-to-peer traders 
through TradingFloor, allowing active trading talent to shine and 
individual traders to create a following of investors. 

As they commented at the launch, “In recent years we’ve seen 
isolated parts of what we are now introducing to the market, but 
not in the unique combination which TradingFloor offers. We believe 
our platform sets a new standard in terms of multi-asset capabilities, 
transparency and quality of content.”
 
TradingFloor is the first community to feature only real traders and to 
offer full transparency with regard to performance and trading history. 
No demo accounts are available; those trading are doing so with real 
money, and all performance data is verified so traders can be sure of 
the performance of the people they choose to follow or copy. 
 
Fournais and Christensen believe strongly in the power of social 
trading and see TradingFloor as a genuine game changer. They stated 
at the launch of the site: “With a history of innovation in online 
trading, we now want to democratise access to trading and fund 
management by opening up an otherwise closed world.

“Thanks to its multi-asset capabilities with more than 30,000 tradable 
instruments available, we believe that TradingFloor will radically 
change how investors go about trading FX, CFDs, options, futures, 
bonds and equities in the future, making trading a social experience,” 
they claimed.
 
Traders do not need to be Saxo clients to access and use the 
community, but if they want to use the social trading features to the 
full extent it is beneficial to apply for an account. Saxo Bank will also 
launch two additional language sites in the first half of this year, with 
more to follow throughout 2014.

a combination of sales trader and 
analyst interaction using chat room 
functionality on social trading right 
now. Yet the potential that we see 
is in the opposite direction; we 
see a space in the market to bring 
bespoke research and analysis, of 
institutional grade, to the retail 
market space for social trading.”

tools foR moRe 
successful stRategies
Many new toolsets are being 
provided by social investment 
network providers to help traders 
undertake new and more successful 
strategies. Rune Bech, chief digital 
and communications offi cer at Saxo 
Bank, oversaw the development of 
Saxo’s social trading community, 
TradingFloor, comments that 
TradingFloor features a range of 
valuable content for traders, such as 
market news and views, data, insights 
and trade ideas from Saxo Bank’s 
research teams and VIP authors, while 
a real time trade stream reveals the 
current market sentiment. 

Bech notes: “As with other social 
media platforms, traders can ‘like’, 
comment on and engage in debate 
about particular trades, ideas and 
blog posts they view on the site. 
This ability to interact with other 
traders around the world and learn 
from them lies at the heart of 
social trading. And of course social 
traders can learn as much from 
the investors who perform poorly 
as from those who are successful. 
TradingFloor puts everything into the 
open, so there is no doubt about 
whose strategies are successful, and 
whose are less so.”
 
Bech adds: “Particularly valuable 
is TradingFloor’s on-demand TV 
channel which features video 
content fi lmed from Saxo Bank’s own 
trading fl oor at its headquarters in 
Copenhagen. In-house anchor Owen 
Thomas, a former Bloomberg and 
BBC World journalist, was recently 
joined by award-winning ITV News 
correspondent Angus Walker.” 
 
While new tools are being produced 
by social investment network 
providers to aid traders in more 
successful strategies, Grossman 
comments that while there are a 
signifi cant number of tools, what 
is needed is a way to help investors 
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RETAIL FX TRADING

Jeff Grossman 

“We see a space in the market to bring bespoke research 
and analysis, of institutional grade, to the retail market 
space for social trading.”

This ability to 
interact with other 
traders around the 
world and learn from 
them lies at the heart 
of social trading
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match up their requirements with 
the right tools. He explains: “Well all 
the tools are there. What’s missing 
is an equally user friendly way to 
help investors find what’s really 
appropriate for their needs. This is a 
major part of investment strategy in 
its own right.”

Potaczała comments: “It has 
been made possible to build an 
investment portfolio and manage 
the risk by diversifying the asset 
classes, instruments and signal 
providers. Nowadays everyone 
can become a quasi-professional 
portfolio manager with access to 
real time data and statistics and high 
quality tools to analyze it, and also 
access to backtesting functionality 
to determine the range of outcomes 
to be expected from planned trades 
over planned horizon.”

futuRe gRowth
This then is just the beginning for 
the social trading revolution as 
platforms continue to evolve and 
attract a wider audience of users 

who become more adopt at the 
social trading model. 
 
Grossman states that at this point in 
the game, it is impossible to predict 
how these exciting platforms will 
grow in themselves, and to attract 
new audiences. He says: “No one 
really knows at this stage how these 
platforms will develop. Regulation 
and organic development will 
certainly play a greater part. I expect 
[social trading platforms] will have 
to become more credible and 
sophisticated to really gain traction.”

An example of a growing platform is 
TradingFloor; Bech claims that there 
is a multitude of developmental 
opportunities in the pipeline for this 
social trading platform. He explains: 
“As it stands, TradingFloor is around 
60% complete, with additional 
features being added over the course 
of this year. 
 
“One of the main features in the 
pipeline is the ‘autotrade’ feature 
that enables traders to replicate 

automatically the trades placed by 
other users whose strategies they 
want to copy, something which has 
the potential to digitalise the fund 
of funds industry,” Bech states. 

He continues: “It was always part 
of Saxo Bank’s strategy to beta 
launch the site initially, and build in 
additional features and other tweaks 
over time in an organic way to 
reflect the feedback we receive from 
traders. In this way, we can ensure 
that we create a platform of the 
highest quality that provides exactly 
the features and capabilities that our 
clients want. 
 
“Many of our institutional clients 
have also expressed interest in the 
platform, and from August we will 
have a social trading platform that 
can be white labelled by institutional 
audiences,” adds Bech. 

On the likely leaders in the global 
social trading marketplace, 
Grossman states: “Certainly the 
retail brokers who can integrate 
this type of offering into their on-
boarding systems stand to gain 
most. On the other side, traditional 
fund and money managers may 
well find it can enhance their client 
experience and satisfaction in a very 
positive way.”

New players, strategies and opportunities 
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Rune Bech 

“And of course social traders can learn as much from 
the investors who perform poorly as from those who are 
successful.”

Social trading platform technology hasn’t gained 
traction in the professional or institutional markets, 
so the space is still very open to innovation
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It’s a Monday in late January 2014, just days before
the Chinese New Year. I disembark the TurboJet ferry from 
Macau to be immediately met by Rickey at the Central 
Ferry Terminal in Hong Kong. I am immediately ushered 
along through the mini mall to his rather immaculate cream 
leather clad Toyota limo complete with ultra discreet driver 
and I realize that there are other ways to travel around 
Hong Kong than in a red taxi that is some years 
past its optimal performance levels to put it 
mildly, which had happened to me on 
the previous Friday.

Made in 
Hong Kong
Interview with Rickey Cheung 
Algo Trader and Mentor

Recently, our roving “forex photo-journalist”, 
Larry Levy, met up with automated trader 
Rickey Cheung in Hong Kong to learn more 
about the local legend. Here are Larry’s 
photographs and his interview with Rickey.
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Rickey Cheung

Rickey’s relaxed demeanor and simple yet 
wise and calm way of dealing with the 
world is impressive, and clearly transmits 
itself into his trading logic. At every level 
one gets the impression one is dealing with 
a rather controlled, logical, self effacing, 
humble, yet very clever and concise 
individual reflecting perhaps the best of 
Confucian tradition. 

After a day of chatting informally,
interviewing and photo shooting around
Hong Kong which included a nice lunch
and review of his systems at Rickey’s
Wan Chai office we are transported to a
favourite haunt of his, the restaurant
at the Island Shangri-La Hotel for a 
superlative dinner. A rather nice way to end
a fascinating day in a fascinating place
before boarding the ferry back to Macau. 

Here are some questions we put to Rickey. 
A video interview can also be viewed online 
- filmed at his office (see link above).

Could you tell us a little bit about 
your background and what made you 
interested in trading?

I was born in Hong Kong and have lived 
there most of my life. When I studied 
Analytic Biochemistry at the University of 
Houston, my professor took me home for 
dinner during Christmas with his family. 

After dinner, he showed me what he did 
by part time trading in the soy bean bean 
futures. At just 20 years of age, this was 
all pretty new to me. He told me how he 
traded, about the leverage, and that he had 
been doing that for years with good profits. 

Rickey’s video interview:
www.tinyurl.com/rickeyc
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It certainly got me interested and 
excited. When I finally completed 
my MBA I hoped to learn more 
about stock markets and trading 
commodities. 

After university, I got a job in 
Houston on a one year executive 
training program. Following that 
the firm sent me back to their 
Asian operation, and I immediately 
opened my own trading account. 
I started off by trading FX actually, 
and like most beginners, I just lost 
money.

Luckily however I was on a good 
salary with many benefits, so I 
actually had enough money to lose 
in trading and learn lessons by my 
losses - still being as careful as I 
could of course. Back then I mainly 
traded Dollar Yen , Pound Dollar, 
and also Dollar Swiss, as these were 

the hottest markets at the time, 
mainly due to their volatility and 
ability to make huge moves. 
Later on I got into gold, copper and 
many other markets. I started with 
FX though and I still trade FX. These 
days its mainly Dollar Yen, and Euro 
Dollar spot, as the Euro Dollar is the 
most traded pair with super liquidity. 
I like being involved in the biggest 
markets which are also the most 
active and volatile! For me, the more 
volatile the market the easier it is 
to make money. When the trader 
possesses a definite edge. 

Please tell us about the 
proprietary trading and signal 
distribution activities you 
undertake?

For the past four years my FX 
trading has been mainly in Euro 
Dollar and Dollar Yen. 

Made in Hong Kong
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My trading edge in FX, like my 
trading edge in some other markets 
is that I can define when the market 
is in a tight range or in a big trend. 
In a big trend, (day or swing trade), I 
ride with the profit with a stop loss, 
and also an indicator stop. I use the 
indicator to stop the trade out with 
a good profit at a good price, or 
sometimes stop at an early loss and 
seldom get hit by the actual “stop 
loss”. This underlies the beauty of 
the indicator stop. The indicator 
tells the trader or the system to 
stop when it detects strength or 
weakness in the other direction of 
your trade. In a tight range day, 
I use a proprietary Oversold and 
Overbought indicator I developed, 
which is about 80% accurate. I do 
not use the RSI or other popular 
indicators, which often have like 
a 50/50 accuracy which is like a 
random walk so to speak.

I have around ten automated 
systems running in realtime as you 

“My trading edge in FX, like my trading edge in 
some other markets is that I can define when the 
market is in a tight range or in a big trend.” 

http://clk.atdmt.com/FXM/go/473016524/direct/01/


can see in my office in a dedicated 
rack (see photo, top). However, 
I have developed hundreds of 
systems, many of them only for my 
own use and research. 

Of course each market has its 
individual behavioral parameters 
and different indicators are best in 
different markets.

When a trader in any market 
especially in FX knows that market 
is in a big trend or a tight range, 
and has the strategy to trade it, 
the success rate is high and profits 
can be large. Markets can only 
behave in either in trend or in range 

modes. Simple enough but not easy. 
However when you’ve got the edge, 
then its simpler and easier!

Could you describe your client 
base, where they are located 
and what they find most 
attractive about the services 
you offer?

I am a CTA (Commodity Trading 
Advisor) in the US and also a 
Licensed Futures Advisor in Hong 
Kong. This enables me to advise 
clients, or give student traders real 
time coaching. I prefer real time 
coaching, so that the trader can 
learn, rather than getting signals or 
advice to win, without knowing the 
underlying logic behind the trade. 

I prefer to call my clients “student 
traders”. I only advise a few high 
net wealth individuals or fund 
managers. In most cases I give my 
clients real time coaching. 

Over time I have trained a few 
hundred student traders in FX. Many 
of them have since become friends 
as I have continued to mentor them 
over time. Recently most of them 
have originated from from Hong 
Kong. Going back some years I had 
more students from further afield - 
especially from Japan. 

I am essentially a systems developer, 
so my signals or teaching strategies 
are systematic. There are no grey 
areas. If it’s a BUY (long), it’s a 
BUY (long) and visa versa. All 
student traders or clients see the 
same thing. The objective of all RC 
Systems is very clear and simple: TO 
WIN.

How are your trading signals 
distributed?

Once a student has taken my course 
and done the work, my models can 
be run on computers.

How do you go about 
optimising and back-testing 
models?

Optimisation is a debatable subject. 
Many developers like optimising 
parameters. I do not optimise 
however, as curve fitting can be 
an easy setup for failure. If you 
do backtest, one must do so on 
out of sample data. Better still 
is to do what I call forward 
testing. To run the system 
derived from out of sample 
back data for some months 
in the real market in real 
time. Usually I do this for a 
minimum of four months. 
If one gets good results, 
then ok, the system is 
tested in the real world 
and good to go as such. 
Such, for example is my 
RC Euro Great Master 
System, which has many 
consistent winning 
months based on the 
aforesaid testing logic.

This also explains 
why clients find RC 
Systems and strategies 
attractive. It’s not 
service, its not high 
prices, its not anything 
just one thing - winning! 
RC Systems win, and 
this is in my view all that 
counts.
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Do you customise and build models to meet 
clients specific requirements and investment 
strategy objectives?

I did that for one big client some years ago, but now 
not any more. RC Systems are good enough for 
them to lease and use, if I agree to lease them out.

What does you think about new 
developments such as social or mirror 
trading and what opportunities do you see 
for automated trading with these?

Social and mirror trading are fascinating 
developments that have become popular in 
recent years. Since my philosophy is to teach 
understanding, simple selling of signals is not 
attractive to me and I do not participate in this.

In what ways do you think successful 
automated trading has become a 
harder or easier process today than it 

was when you first started out?

For the kind of automated trading I do 
it is essentially the same like in the year 
2000 when I started to system trade.

Since my systems are not over curve 
fitted or optimised as some call it, they 
are more robust over time. Therefore 
they work today much as they 
worked ten years ago and much as I 
expect them to continue to work in 
the future.

How do you think that FX 
markets differ from other 
markets or asset classes in 
terms of their behaviour and 
trading results?

Traders with an edge like to trade 
deep, liquid markets with high 
volatility. FX fits these criteria perfectly. 
Its simplicity and its relative stability 
make it increasingly attractive.

“Over time I have trained a few hundred 
student traders in FX. Many of them have 
since become friends as I have continued 
to mentor them over time.” 
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How do you view the growth 
of FX as an investment asset 
class and how do you see its 
future?

One one level FX has been an 
investment asset class for years, 
and it continues to be. For example, 
here in Hong Kong our currency 
is pegged to the US dollar. As a 
result of this, many Japanese people 
bring their money to Hong Kong to 
open accounts here, as the Yen has 
deteriorated over time.

On another level more and more 
people are investing in systems 
that trade on FX for a variety of 
reasons. The awareness of FX has 
grown considerably over recent 
years, and as a class that is not tied 
to the fortunes of one economy or 
system and is entirely neutral (one 
goes up another down) it offers 
an exceptional attraction as an 
investment. 

Finally, its sheer simplicity makes 
it attractive. Derivatives that take 
some level of skill to understand 
have always been treated with a 
level of suspicion on an institutional 
level, but all the more so since 2008. 
And perhaps for all of these reasons 
more and more roads lead to FX as 
an asset class.

Are there any specific currency 
pairs you prefer to trade over 
others and why?

Euro Dollar is the best for me, and 
I imagine for many traders, as it 
has the largest volume, and biggest 
movement in recent times. Dollar 
Yen is my second favourite as it’s so 
predictable, and less choppy!

Can you give is a description of 
the growth of awareness of FX 
as an asset class in Hong Kong 
and in Asia in general over the 
last 10 years?

This really mirrors its growth 
elsewhere and I refer to my answers 
above. Needless to say the potential 
is still huge over here.

Regulation is a growing 
issue in the FX markets. Any 
comments as to regulation in 
for example, Hong Kong and 
Singapore compared with 
Europe and the United States?

Hong Kong and Singapore are 
well regulated markets in terms 
of brokers and banks. So, from a 
depositary angle its seen as a safe 
bet by local and overseas investors. 
I think the regulators in these 
jurisdictions are very keen to tread a 

fine balance between regulation and 
over policing of local markets.

Compared with the US and Europe, 
I think the small physical size of 
Hong Kong and Singapore count in 
its favour from a regulatory angle, 
as any abuses are usually quickly 
spotted and dealt with.

Do you plan to grow your 
offering of models in the FX 
arena?

Quality and not quantity is what I 
want now. So I have no plan and 
no need to grow my offering of FX 
models or advisory services at this 
point.

“The awareness of FX has grown considerably 
over recent years, and as a class that is not tied 
to the fortunes of one economy or system and is 
entirely neutral (one goes up another down) it 
offers an exceptional attraction as an investment.” 






