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Alpha in Execution: Fixed Income Trading
Executive Summary

Subtle shifts in market eco-structure as a result of recent regulatory change and increased 
industry reliance on technology, together with the impact of declining use of bank balance 
sheet, are redefining the traditional relationship between the buy and sell side in fixed income as 
an asset class. As these changes continue to lead to greater automation within trading, the more 
execution will become a valued partner in the investment process. 

Fixed Income credit markets are defined by the ability to invest in a multitude of predominantly 
illiquid instruments which until now have, in the main, been executed by voice utilising risk 
capital. As use of this execution method continues to gradually decline, the more the buy 
side will need to seek out alternative methods of accessing liquidity in order to trade. While 
automated execution in treasury markets is already well established, the multitude of issuers 
and bonds in credit markets has hampered similar progress to date. However, the desire to 
fill the gap from retrenchment of traditional intermediaries, and access new alpha generation 
opportunities has led buy-side traders to move beyond automating small-sized liquid treasury 
bonds to high-touch trading in credit. 

The unique liquidity challenges fixed income markets face are in fact conducive to increased 
electronic trading given the ability to efficiently aggregate liquidity from hundreds of asset 
managers and sell-side firms. By integrating a variety of data sources, more detailed liquidity 
profiles can be formed based on multiple execution strategies. Empowering a dealing desk’s 
ability to source liquidity through the improved use of technology, data aggregation and 
enhanced analysis enables firms to maximise the opportunity to improve alpha and enhance 
fund performance.

However, an increasing reliance on data to enhance the execution decision-making process 
still seems to be work in progress for many. Widespread industry frustration remains at the 
perceived lack of data quality available from Approved Publication Arrangements (APAs) 
today, alongside the challenges in interpreting best execution re-ports. Participants complain 
of incomplete and inaccurate data, unnecessary complexity in terms of different fields to 
be reported and a lack of industry standardisation leading to the need to allocate valuable 
resources to clean up datasets before they can be used to derive real value.  

There are also growing discrepancies in the ability to access data based on the size of firm and 
the type of flow. Passive index funds trading more liquid instruments have a deeper pool of 
accurate data with which to base their pre-trade execution strategies, whereas active managers 
trading illiquid emerging market (EM) bonds for example, still have limited information; so, 
while access to data sources and the tagging of reference data are improving, frustration at the 
inconsistency and pace of evolution is building. This is leading respondents to turn to internal as 
well as external data aggregation, facilitating a need for investment in not only technology but 
also in upskilling the dealing desk.

Access to partially enhanced pre-trade transparency and real-time post-trade transparency 
would enable traders to improve execution quality by better assessing the target execution 
price, reducing information leakage and targeting the most appropriate execution counterparty 
for each individual trade. With the rising focus on transparency of costs and charges, firms will 
continually need to quantitatively assess the validity of execution processes, to challenge the 
status quo and to ask questions of how improvements can be made. Moving best execution from 
a regulatory objective to a commercial benefit to demonstrate value for end investors will require 
rethinking how Best Execution itself is evaluated. Where TCA potentially offered solutions in 
the equity markets, its relevance for fixed income continues to depend on the asset class and 
liquidity of the instrument being traded. 

Competently measuring the best execution process will continue to require a combination of 
different data sources, internal and external, to build viable execution models. As the process 
of matching buyers and sellers becomes more efficient, improved access to accurate and more 
complete datasets will enable fixed income buy-side traders to become price deciders – to have 
better information on deciding when, where and how to trade so that asset managers can 
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expand from an individual counterparty’s willingness to price risk and hold inventory to trading 
with peers,traditional bank counterparty relationships, and alternative liquidity providers. 
 
All of this is redefining the fixed income market eco-structure. To match this changing 
environment, the trading desk will need to upskill and adjust. Being forced to execute on a wide 
bid/ask spread that reduces net return will become increasingly less attractive the more data 
quality improves and alternatives to trade emerge. The muscle memory of traders now needs to 
be challenged to adapt to the necessary multi-layered information strategies to make smarter 
execution decisions, ultimately raising the role of the buy-side trader to a key partner in the 
implementation of the investment strategy. 

Between December 2018 and January 2019, Liquidnet spoke to 37 firms managing a total AUM 
of $13.9T to understand the increasing importance of Alpha in execution for Fixed Income. 
Forty-four percent of the buy-side respondents were headquartered in the UK, 38% in the EU, 
13% in North America and 5% in APAC. Interviews were conducted primarily with Global Heads 
of Dealing, supplemented with interviews with Portfolio Managers, to establish a holistic picture 
of execution in the investment process post MiFID II.

Key Findings

1.  For 50% of respondents, the role of the trader is shifting to execution partner in the 
investment process to assist in the generation of alpha. 

2.  For 75% of respondents, collating accurate data is the priority to validate successful 
implementation of their Best Ex policy, and a quarter are increasing governance 
processes.

3.  Increasing reliance on data to enhance the execution decision-making process through 
improved pre-trade price discovery is a challenge for 45% of respondents given the 
quality and availability of data today, putting those who trade frequently at a potential 
advantage.

4.  While there may be a limited increase in accurate data available, firms are improving 
their ability to derive value from the data that is available. This facilitates a need  
for investment in both personnel & technology, with 39% now hiring quants on the 
trading desk. 

5.  TCA is improving, but for 56% of participants issues with external providers and lack 
of consistency in reporting remain, leading 11% of firms to increasingly rely on internal 
data aggregation. 

6.  Thirty-seven percent of firms are investing in their OMS to improve the holistic 
extraction of information around the execution process.

 
7.  The current shift to electronic trading remains focused on automating smaller-sized 

tickets and liquid instruments. Amongst participants, 80% of government bonds 
are traded electronically, while 65% of high yield bonds remain traded voice or 
electronically processed. 

8.  New trading protocols continue to be added alongside the arrival of new market 
counterparts as the traditional relationship between buy and sell-side continues to 
evolve, with 36% seeing a rise in interaction with interdealer brokers (IDBs). 

9.  For a fifth of respondents, the introduction of anonymous dark pools was a key 
development in the last year, highlighting further change in the eco-system.

10.  Forty-six percent of respondents anticipate datasets becoming more reliable in one 
year’s time. Thirty-six percent also see the trader’s skillset evolving to assist more in 
the investment process, becoming an alpha generation centre in their own right. 
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Elevating the Role of the Trader

Unbundling the execution process appears to have had some impact on fixed income trading 
desks according to three quarters of respondents; and 37% acknowledged the greater freedom 
they now have to select execution providers (see Exhibits 1 & 2). In addition, while the 
consumption of research and construction of investment ideas remain firmly with the portfolio 
manager (PM), half of respondents noted an increase in their interaction with PMs in the 
implementation of the investment strategy. Whether through greater sourcing of liquidity, input 
in the timing of the trades or even suggesting alternative instruments, for many respondents 
the role of the dealing desk is increasingly seen as being able to enhance fund performance, not 
only by protecting but also by generating alpha. The contribution of the trader in the investment 
process will likely increase with the proliferation of alternative liquidity protocols on new 
venues, which access latent and reactive liquidity, as well as traditional resting liquidity.

Exhibits 1 & 2: How has the role of the dealing desk evolved post Unbundling? / What’s driving 
any changes?

Source: Liquidnet market structure December 2018-January 2019

Not all firms have the same approach. For a minority, the PMs remain central in determining 
where execution occurs, and these organisations still need to bed down necessary behavioural 
change to give trading desks full autonomy to deliver best execution. However, even for these 
firms there is a growing distinction between valuable additional information that a PM can 
provide to the dealing desk versus a fully directed trade, as dealing teams increasingly opt  
to seek liquidity independently of a PM’s recommendation. Demonstrating and quantifying  
the value the execution desk provides to the investment process requires independently 
accessing and evaluating greater in-depth quantitative analysis on liquidity formation and 
investment objectives over a longer period of time. For example, when a trader receives an 
order for Toyota 25, understanding the PM’s objective behind the order is essential to establish 
whether the original bond or an alternative bond with different maturity is appropriate, or if the 
PM is only looking for exposure in the auto sector, in which case sourcing liquidity in BMW could 
offer a viable alternative, lowering the cost of execution and delivering improved performance  
to the fund.

“The role of the dealing desk is 

evolving to become a real partner  

in the investment process rather 

than an order routing desk…

to know where and how to find 

the liquidity and to demonstrate 

based on analytics why the price 

we obtained is a good one. The 

real added value of a trading desk 

is its capacity to suggest possible 

alternatives to trade.”

Global Asset Manager

“Unbundling is positive. It does 

allow us to really select execution 

providers based on the quality of 

their execution alone.”

Global Asset Manager

“The main change post MiFID 

II is that the PMs are giving us 

more freedom on the choice of 

counterparties in the selection 

process. The desk has more a role 

of adviser than it had previously.” 

European Asset Manager

“MiFID II has given me more 

scope to push back on PMs and 

analysts regarding best execution 

requirements and selection of 

counterparties per trade. It took 

a while for some of the PMs to get 

that, whereas this time last year 

it was still “we haven’t done much 

with them this year I am looking at 

doing a switch in treasury I would 

like to give it to them.” 

Global Asset Manager

“Our PMs still insist on circling the 

trades. They argue that the price 

discovery process is too close to the 

investment process, particularly if 

it’s a new position. But what is 

different now is that even when we 

have a circle trade, the dealing desk 

still needs to go and check the price 

at which the PM circle is ratified. 

We have the final say.” 

UK Asset Manager

Greater freedom to
select execution
providers
Liquidity still linked to
PM involvment

Greater partnership
between trader and PM

Has the role of the dealing desk evolved post 
Unbundling? How?

50%

37%

13%

Part of evolutionary
changes
Due to MiFID I I75%

25%

Greater freedom to select execution providers

Liquidity still linked to PM involvement

Greater partnership between trader and PM  

Part of evolutionary changes

Due to MiFID II  



6

For the organizations which recognise the value in accessing and evaluating greater information 
flows beyond immediate market colour to more in-depth quantitative analysis on liquidity 
formation and investment objectives, the benefits are clear. But the extent to which this is 
possible not only differs firm to firm but is still dependent on the level of accurate data available 
regarding the instrument to trade. For a liquid or price-neutral order, the dealing desk will 
often now automatically handle the execution independently; however, for new positions or for 
more sensitive trades, respondents were split between those where the organisations recognised 
the benefit of independent liquidity analysis in line with a PM’s investment objectives vs. those 
who continued to allow PMs to control the direction of the trade. Yet, even when the PM does 
have control over counterparty selection, the dealing desk now has a responsibility to verify 
the execution decision to ensure best execution objectives have been met. To do this, traders 
are looking at a whole range of measurements by which to establish the best place to trade and 
quantitatively be able to justify the decision-making process, including building a composite of 
pre-trade matrices around the liquidity of the instrument and current axes available, alongside 
post-trade analysis of previous executions and counterparty hit ratios.

For the firms which have chosen not to unbundle execution and which are continuing to pay for 
research in the spread by having PMs direct orderflow to research providers, a new challenge 
is also emerging in the growing lack of visibility for PMs in terms of liquidity formation. As the 
market structure evolves and liquidity formation increasingly takes place outside the traditional 
bank networks, where liquidity resides, and at what price point, requires a different level of 
interaction which PMs focused on building investment strategies simply do not have time to 
manage. The more access to capital declines and flow is routed electronically on platforms, the 
more liquidity is democratised, no longer remaining in the control of a limited number of market 
makers but spread across a broader range of industry participants including agency brokers, 
interdealer brokers and buy-side peers. This results in the need for more empowerment of the 
trading desk, given their ability to better assess liquidity opportunities.

This change in market participant interaction is forcing sell-side firms to become more focused 
on facilitation of customer flow as opposed to warehousing of risk, and as a result embrace 
alternative methods of execution. This is particularly evident when considering the size of order, 
with firms noting the rise in agency trading vs. risk. Where there is no counterparty available 
to trade at the mid, working an order could be a more appropriate alternative than crossing 
the spread to take the best bid or offer. It comes down to the instrument traded, the urgency to 
trade, the market conditions, the size of the order and the data available with which to assess 
the execution options available. But all firms recognised the benefit of increased two-way 
communication between the investment and trading teams in managing the execution process.

All of this creates new demands on trading desks to become more aware about how liquidity is 
formed in different venues, what types of securities and sizes different protocols excel at, and 
therefore help craft a best execution policy that maximizes the outcome to their investors. In 
addition, traders must be more IT aware and data driven in their approach, utilising available 
technology to feed analysis back into the pre-trade selection process. While questions remain 
across the industry regarding the access and accuracy of data, firms are improving their 
ability to derive value from the data that is available by investing in building their own internal 
datasets by which to validate best execution, but to do this successfully the first stage is to 
automate workflows wherever possible. 

“The PMs are not allowed to come 

and direct the trade and say “that 

broker has given me that idea can 

you reward him with a trade.” 

What they can do is help us with 

our price discovery pre-trade. They 

might have information on axes 

or know someone has put out a 

recommendation which means they 

would naturally also be keen to do 

that trade, but what they can’t do 

is say what you must do is deal with 

x broker.” 

UK Asset Manager

“Research is still paid for in the 

spread and liquidity is accessed 

based on the commissions paid so 

unbundling hasn’t changed much. 

But it’s becoming more difficult for 

a PM to direct the trading because 

having access to liquidity is time 

consuming. You cannot make 

investment decisions and have 

your eyes on the market because 

the market is more fragmented, 

so you have to have access to more 

platforms & more counterparties.” 
EU Asset Manager

“We now create lists of instruments 

based on the axes we see and we 

send that to them, and after that 

it is the PMs’ decision to decide 

whether they want Toyota, Renault 

but at least I have given market 

colour on what we see happening. 

It can be a list of four names or it 

can be 100 names. The sell side 

is still looking after the PM and 

proposing trade ideas, but as the 

sell side is not calling the PMs every 

day, it is the buy-side trading desk 

that is able to determine where the 

liquidity and axes are. Ultimately 

this will generate more alpha.” 

EU Asset Manager
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Changing the Guard 

Historically, counterparty selection was based on the ability to provide balance sheet and hold 
inventory. While access to balance sheet is still valued, the gradual demise of risk capital is 
reflected in the fact that only 42% of respondents include it as a top 3 criteria in the selection 
of execution providers; for three quarters the provision of liquidity is now the primary 
counterparty requirement (see Exhibit 3). 

As execution continues to shift away from risk capital to alternative methods of liquidity 
formation, the more the buy side requires access to multiple types of counterparties from 
banks and brokers to algorithms and peer-to-peer electronic block trading to establish the best 
available price and size in the most efficient manner relative to the trade in hand, minimise 
market impact and thereby improve execution performance. Rather than just looking for access 
to balance sheet, firms are looking for access to liquidity in whatever guise it is now available.  

Exhibit 3: What are your top 3 criteria to select your execution providers?

Source: Liquidnet Market Structure  December 2018-January 2019

This change in liquidity formation is likely to continue. Banks are switching their focus from the 
provision of ideas with declining profit margins to enhancing execution performance due to the 
perceived profitability of flow, and this is creating a knock-on impact in terms of counterparty 
selection. This switch is compounded by any perceived decline in coverage or juniorisation of 
sell-side offerings leading PMs to look elsewhere for analyst content.

Secondly, the more the buy side moves to automated workflows as well as electronic trading, the 
more dealing desks are able to aggregate multiple streams of liquidity from different platforms 
and venues, providing visibility to buy-side traders that previously was non-existent or visible 
to a handful of sell-side market makers only. The greater the visibility, the more the buy side 
is becoming ambivalent as to whether the counterparty in question is a bulge bracket bank, an 
electronic venue, an  IDB or regional specialist provided they provide access to liquidity and 
are able to settle the trade. Trading electronically with a multitude of providers also allows the 
buy-side dealing desk to specialise its counterparty relationships based on the unique service 
required for the trade in question, whether that is regional or specialist account coverage or 
robust technology to ensure access to liquidity or efficient consistency of pricing for electronic 
trading.

Ultimately, it still depends on the instrument being traded, market conditions at the time of 
trade, available liquidity, size of the order and speed of execution required as to how the relevant 
counterparty and method of execution is selected. 

“There is now a much larger 

question about balance sheet and 

capital commitment available.” 

EU Asset Manager

“Banks’ balance sheet on credit 

has definitively shrunk. It does 

make trading more difficult in 

reasonable sizes. We have started 

in recent years to increase our use 

of agency brokers, we tend to find 

we get very good execution. You 

need to be flexible and change with 

the market. If you see liquidity is 

shifting, you have to follow.”

Global Asset Manager

“The banks offer two things to us: 

balance sheet and research. They 

offer balance sheet in a very limited  

capacity, and we pay for research. 

So if we now take one out of the 

balance then what’s left?”

Global Asset Manager

“The amount of colour we now have  

on the buy side in terms of where 

things trade and how they cross is 

changing the rules of engagement.”

UK Asset Manager

“We have the feeling that the sell 

side increased its efforts on the 

execution side more than on the 

PMs, which creates some sort of 

frustration among the PMs due to 

the lack/decrease in coverage.” 

EU Asset Manager

“You need to be able to get on the 

platforms to have a very good high 

view where you want to trade, 

that’s a good information to have, 

they represent more transparency 

and more insight as to where real 

levels are.”

Global Asset Manager

74%

61%

53%

42%

29%

8%

Liquidity

Counterparty Reliability /HIT
RATIO/Information Leakage

Price

Access to Balance Sheet

Functionality/Ease of Use/Access &
Connectivity

Other factors including settlements,
matching trading universe

providers?
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For liquid assets, counterparty selection could be more skewed towards volume traded relative 
to past hit ratios vs current axes. For block and illiquid instruments, reliable axes and peer-
to-peer dark trading will take a higher priority, then availability in price and size. For low-
touch electronic flow, a greater importance will be placed on instantaneous reliable quotes and 
efficient pricing with robust technology infrastructure. For high touch, access to balance sheet 
remains critical alongside the ability to warehouse risk and surety of settlement.

As these execution counterparties become more independent from other services provided, the 
more each relationship must demonstrate that the service offering is truly additive in value, 
rather than replicate existing offerings. Secondly, the ease with which the buy side can access 
the relevant sell-side liquidity on multi-access rather than proprietary single dealer platforms 
will also impact which counterparties are selected. Thirdly, connectivity to multiple OMS/EMS 
is also key to ensure trades occur on venues where the desk can access the relevant trade & 
transaction data in as automated manner as possible as straight through processing workflows 
become the norm. 

Alternatives to the Status Quo
The more information the buy side now has in its control, the greater its confidence to trade 
a larger proportion of activity electronically with alternative counterparties. As such, rather 
than the development of new trading initiatives, the buy-side focus appears to be on enhancing 
existing platform protocols to ensure they retain maximum access to liquidity. Nearly half of 
respondents cited the increase in All-to-All trading models and a fifth noted the emergence of 
dark trading pools in particular as new trading methods (see Exhibit 4). 

Exhibit 4: Have you seen the emergence of new types of trading venues/new trading tools?

Source: Liquidnet Market Structure December 2018-January 2019

As the sell side withdraws access to the balance sheet for all but the largest and most valued buy-
side clients, the ability to access platforms enables smaller desks to continue to connect to a wide 
and diverse pool of liquidity providers. In doing so, liquidity formation continues to gravitate 
from predominantly market-maker control to a broader selection of counterparts across a 
greater number of protocols. Even larger asset managers with continued access to balance 
sheet now need to take this liquidity into consideration in order to meet their best execution 
obligations, irrespective of the risk capital available to them. 

The success of any alternative trading protocol is still in the main due to the initial absence of 
traditional risk capital forcing buy-side dealers to change behaviours. However, once traders 
are regularly accessing platforms, the increased oversight as to where real levels of activity are 
offers greater certainty of execution as well as the ability to challenge any price now provided by 
a market-maker offering risk. This incentivises further use of platforms, accentuating the pace 
of change in trading behaviours.

“We are paying close attention to 

all alternative pools of liquidity, 

particularly for credit where it is 

more complex and where banks 

are less inclined to take risks and 

commit balance sheet. There is 

a new opportunity for the buy 

side to be liquidity maker than 

previously and there is a reason 

to go to new alternatives but that 

means we need to make our fund 

management team evolve in terms 

of process and price discovery.” 

EU Asset Manager

“Just having access to pre-trade 

information and understand where 

securities clear when we are dealing 

buy-side to sell-side is really 

important information to us to 

understand just how much money 

the sell-side are making on the 

trade. We don’t expect them not to 

make money but it is useful to know 

how much. We need to understand 

how much we are paying our key 

counterparts.”  

Global Asset Manager

“The key driver for us is price but 

also the liquidity horizon, ability to 

get size done, and the ability to not 

disturb the market.” 

EU Asset Manager

“I want regional coverage, access to 

local buy side shops. That liquidity 

pool is key for us. Consistency of 

pricing, I don’t want a counterparty 

who says they offer all things to all 

people, I want a level of consistency 

that gives me confidence to turn 

around and when I call you I know 

you are going to give me colour and 

view on the market.”

EU Asset Manager

“Counterparty criteria is less about 

getting the right price but more 

on the right axes, the ability to 

settle the trade. It must be able 

to add value that we don’t already 

have. I don’t need another sterling 

counterparty if I have another five 

agency counterparties. It must add 

value and cover an area where we 

have a gap.”

UK Asset Manager

44%

36%

33%

19%

6%

6%

All to all trading

IDB

Nothing in the last year

Anonymous Dark pool

ETF Market makers

Auto-ex functionality

venues/new trading tools?
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Although all firms are seeing the benefit in terms of breadth of execution capabilities, All-to-
All platforms still need to remain conscious of the requirement for transparency in the way 
they operate in order to prevent any perceived phishing attempts from the sell side – in part 
to reassure PMs as well as traders that the execution process is trustworthy and robust. This 
appears to be successful thus far, with an increase in confidence in electronic protocols across 
the board. The switch in the percentage of electronic trading vs. voice is evident over the last 
two years – across all asset classes – government bonds, investment grade and high yield  
(see Exhibits 5, 6 & 7). 

Exhibits 5, 6 & 7: Execution methods of govies, investment grade, and high yield bonds

Source: Liquidnet Market Structure Research / ESMA register & Liquidnet market structure December 2018-January 2019

“Before, the banks that won the 

low-touch trading would see the 

bigger tickets. That's not the case 

now. You have some banks that are 

really good electronically but that 

does not mean we will trade the 

larger tickets with them because 

they can't handle the risk, they 

take too long, or they would be 

offsetting that risk straight away 

and that creates impact. The 

market impact aspect is hugely 

important for where we clear our 

risk for the larger trades.”

Global Asset Manager

“What we are seeing as we do more 

electronic flow, and more and more 

is going down the pipe, is that 

the barrier to entry to make it to 

a second-tier broker is declining 

because they can get trades done 

electronically along with the big 

guys. The top 3 may still get all the 

big flow, tier 2 firms have to fight 

for it now but there is a more even 

dispersion in the top 5 than there 

was historically.” 

EU Asset Manager
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Despite the consistency regarding the decline in use of balance sheet as an instigator for 
switching trading behaviours, not all electronic platform offerings are equal – again illustrating 
the need for different services relative to different execution requirements. Platforms such as 
Bloomberg, Market Axess and Tradeweb initially benefited from firms looking to automate 
small-sized tickets across a wider pool of counterparties, putting several brokers in competition, 
seen as essential to meet best execution processes. However, while the average ticket size for 
RFQ models is still between $6-900k; in comparison, the growth in peer-to-peer trading has 
seen the average execution size increase to in excess of $3 mln (see Exhibits 8 & 9). 

Exhibit 8 & 9: Average transaction size on Liquidnet (in million $) / Average transaction size 
on All-to-All RFQ platform  (in million $)

Source: Liquidnet & RTS 27 report

While the larger and more illiquid instruments are still more likely to be traded voice today, 
the longer-term trend is now unmistakable. The industry has long put the broker relationship 
and coverage as top factors to determine who to execute sensitive trades with. Sustainability 
and reliability of pricing offered is instrumental for a counterparty to make the cut and handle 
a firm’s large and illiquid orders – electronically or via voice. However, given that the majority 
of corporate bond assets are held by the buy-side, the inclusion of peer-to-peer platforms 
allows natural liquidity into platform workflows and removes unnecessary sell-side interaction 
and information leakage. Matching orders that are sitting passively on buy-side blotters 
enable trades to be executed in size with natural liquidity negotiated inside the spread, which 
ultimately provides a better outcome for clients. 

“Basic criteria is that execution 

must be competitive, starting with 

accessing two  RFQ and can involve 

many more. Our constant view of 

best execution is that we could not 

go to only one broker and trade 

with one only based on potential 

benchmark or point of comparison. 

We would always put at least two 

counterparties in competition  

via RFQ.”

EU Asset Manager

“Market Axess, Tradeweb, 

Liquidnet – the platforms have all 

tapped into a market need. There 

is a move towards electronification 

of swaps, repos but for the credit 

market, a wholesale shift has yet to 

happen but is now underway.”

UK Asset Manager

“The primary focus for us is to 

minimise overall transaction costs, 

and that’s typically to choose a 

venue where natural liquidity can 

be accessed in order to minimize 

market impact.” 

EU Asset Manager$822,243.41 
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The IDB challenge
Whereas previously the main sell-side counterparty relationships sat with the bulge brackets, 
the loss of access to balance sheet is threatening to upend the traditional wholesale eco-
structure, with interdealer brokers (IDBs) now choosing to engage directly with the buy-side. 
Over a third of respondents are now transacting with IDBs directly, and nearly 70% are in favour 
of being able to access IDB flow (see Exhibit 10).

There are several reasons for this;

• Firstly, the lack of risk capital available – in particular, emerging market debt –  
is pushing asset managers to access alternatives. 

• Secondly, there is an obligation to trade where the best liquidity is available irrespective 
of whether the counterparty is a traditional sell-side or a wholesale market provider; 
best execution trumps any hesitancy in incurring the wrath of a particular sell-side 
counterparty relationship. 

• Thirdly, respondents noted the increased visibility now available from the IDB auction 
platforms in terms of pricing, as to where trading takes place and who is involved.  

This is not to state that all respondents were happy to access IDB flow (see Exhibit 10). Fifty-
six percent mentioned IDBs in their responses. Of those, 9% expressed concern at risking the 
current balance of the market eco-structure, while 23% are awaiting further information on 
how this initiative develops, tracking auction flow and using this as a means of verifying sell-
side pricing. 

There was an assumption that IDB activity would be more applicable for internal crosses or 
flow-driven houses, particularly given the IDBs inability to price in size given their lack of 
balance sheet. Whilst the IDB platforms can offer smaller-sized liquidity, they are unlikely to 
be able to legitimately compete with the traditional bank market makers in the short term, 
especially given that IDB pricing and liquidity comes from those same banks to start with. 
There were also practical concerns regarding current IT resource constraints as a reason for not 
engaging directly with IDBs, rather than concern regarding the impact on traditional sell-side 
counterparty relationships. 

The continued evolution of IDB interaction directly with the buy-side will ultimately depend 
on how the sell-side brokers respond. Given that traction only really began to occur when the 
sell side pulled back from providing risk in certain markets, the view of the buy side is that a 
continued juniorisation of the sell side and further demise in market-making and risk appetite 
would force it to engage with whichever counterparty is able to provide liquidity – traditional 
market maker, peer, agency house or even IDB. 

Exhibit 10: Are you in favour of the rise in the IDBs?

Source: : Liquidnet Market Structure Research / ESMA register & Liquidnet market structure 

December 2018-January 2019

“We haven’t used them yet, but we 

are looking at the prices they post 

on the screen and there is no reason 

why I would not trade with an IDB, 

if that is the best outcome for the 

client order.” 

UK Asset Manager

“We do value the relationship with 

our banks and counterparties, 

but we need to trade where we 

find liquidity & the best execution 

strategy, and if those IDB offerings 

start to gain ground then I would be 

failing in my duty to the funds if I do 

not use them.” 

UK Asset Manager

“In the past, asset managers were 

fairly cautious because you would 

anger investment banks when 

making heavy use of IDBs. But 

given the fact that investment 

banks do not provide you with 

balance sheet anymore, I don’t 

care about any negative feedback 

coming back from investment 

banks for using IDBs.” 

EU Asset Manager

“We are looking at IDBs but we 

just do not have any IT resources 

available to start taking on any new 

platforms at the moment.” 

Global Asset Manager

“Those counterparties who are 

frustrated with IDBs engaging 

directly with the buy-side just need 

to be a bit smarter in terms of how 

they engage with their clients as 

opposed to assuming they are going 

to make half the spread on every 

trade.” 

Global Asset Manager

“We do a lot of emerging markets 

and the IDBs are filling the void 

left by the sell-side. EM is a less 

transparent market so any of 

the IDB platforms that offer live 

levels is a very good tool from an 

information perspective.”

UK Asset Manager

In favour
Not in favour
Wait and see

Are you in favour of IDB’s? 

9%

23% 68%

In favour

Not in favour

Wait and see
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The next few months may prove a legitimate test case for the success or failure of any 
new counterparty models. During periods of market stress, electronic pricing by certain 
counterparts has been known to become less reliable and axes are often less tradeable. 
In addition, certain platforms are often proprietary in nature making access to multiple 
counterparties difficult if not impossible. Ultimately if the client’s best interests are served by 
trading directly with a particular counterparty, the ability to be able to trade will be the deciding 
factor and any resistance to any particular type of counterparty is likely to evaporate. 

Whether the decision to trade electronically is to manage workflows by automating smaller-
sized tickets or looking to improve execution performance by trading blocks, All-to-All 
electronic platforms have established a legitimate place in the market eco-structure as they 
respond to a specific buy-side need. Greater transparency over real price levels or the ability to 
cross at mid-point in the dark, saving the cost of the spread, are reasons why the increase in 
alternative trading methods look set to continue given the increased focus on trading costs from 
regulators and investors. 

Ultimately, counterparty selection criteria will continue to depend on the trading objective, 
the characteristics of the order and the liquidity available, but whereas previously the main 
counterparty relationships sat with the bulge brackets, now new execution counterparts 
are continuing to challenge the status quo, redefining the wider market eco-structure in the 
process.

“For me it is more good information 

under my nose. That does not mean 

I am going to trade with the IDBs 

but it might help me get a trade 

done. If you think about markets 

and how much balance sheet banks 

have these days, what does that 

mean if everybody is looking to 

de-risk. That’s where those guys 

may come in. The banks themselves 

are becoming brokers – not market 

makers.”

Global Asset Manager

“To be frank it does not matter who 

is on the other side of my trade as 

long as I am getting what I need 

done for my client.”

Global Asset Manager

“Another problem is the continued 

juniorisation of sales people. Losing 

those who know the analysts, 

the fund managers and really 

understand the relationship with 

us as a firm, once they are made 

redundant and we get a young 

person on the desk and they are 

ringing you up on every axe – you 

just end up not picking up the 

phone because it is not relevant  

to you.”

Global Asset Manager
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Rethinking Best Ex

Given the changing market eco-structure, and to benefit from the increased alpha opportunities 
as a result of shifting liquidity, it is vital for firms to establish a robust Best Execution process 
that can be reviewed and improved on a consistent basis to improve client outcomes. While 6% 
of respondents believed that their Best Ex policy had not sufficiently changed since MiFID I, 
75% of respondents recognised the increased need to be able to quantitatively demonstrate the 
rationale behind the execution decision (see Exhibit 11) as well as the impact that the lack of 
accurate data had on being able to achieve this objective (see Exhibit 12). 

Exhibit 11 & 12: How has your Best Ex policy changed since the introduction of MiFID II?  
What challenges have you faced when establishing your best execution policy?

Source: Liquidnet market structure December 2018-January 2019

As ownership of execution moves from sell side to buy side, the underlying fundamentals of 
a firm’s Best Ex policy may not change but it does require firms to create and implement a 
well-understood process that is repeatable across the organisation. To achieve this process 
consistently requires the trader to be in possession of as much valuable information as possible 
throughout the lifecycle of an order; either to adapt trading strategies to protect against adverse 
trading conditions, or to benefit from opportunities as they arise – and this requires access to 
reliable and accurate data, as well as different types of liquidity, including resting, latent, and 
reactive liquidity. 

The more illiquid the asset class, the less readily available data to establish accurate pre-trade 
price formation. Increasingly traders are choosing to extrapolate information from multiple 
datasets – internal as well as external – creating new approaches in how to build and implement 
execution strategies from the ground up, creating matrices of data to verify the price formation 
process as well as to understand whether or not it is appropriate to trade, as well as who to 
approach. 

Current vendor solutions continue to frustrate the industry given the inaccuracy and 
incompleteness of datasets; also often offered at a price that remains prohibitive especially 
for smaller firms. Some vendors have tried to build up matrices from available quotes or 
information gathered from trading messages. Yet as these do not reflect real market activity or 
achievable execution levels, their value is limited. In addition, without the ability to consolidate 
datasets or consistently interpret data, the risk is traders only create misleading information 
rather than reliable datasets on which to act.

While the industry is working with the regulators on addressing quality and completeness issues 
with post trade data, to fully benefit from pre-trade data also requires a full re-calibration of 
the liquidity thresholds in fixed income. Currently, only liquid bonds are subject to pre-trade 
transparency – according to Bloomberg, there are 162,000 active corporate bonds, but only 
4701 are deemed liquid and therefore subject to MiFID II transparency requirements. Although 
the issue is widely recognised by industry participants and regulators, and an assessment of 
current liquidity threshold is due to be completed by ESMA by July 2019, current calculations 
also do not take into account the heterogeneity of bond issues and their different maturity dates. 
For instance, liquidity may differ between a one-year bond compared to a 30-year bond. The 
situation is unlikely to change given the forthcoming impact of Brexit, with ESMA announcing 
the probable delay of further transparency calibrations2. 

“Our Best Ex Policy hasn’t changed; 

our only significant change is that we 

are recording far more details on a 

trade by trade basis”

EU Asset Manager

“The aim of the game was always to 

get best execution for your clients. 

In that respect, it hasn’t materially 

changed. What has changed is the 

burden of evidence and reporting 

and monitoring rather than actually 

how a trader is placing a trade.”

UK Asset Manager

“We totally wrote our Best Ex policy 

from the ground up for several 

reasons. One because we wanted a 

global policy and secondly, it needed 

to be elaborated in more detail for 

MiFID II – more on the process, 

procedure and technology around it. 

So, as well as re-writing our policy, 

we made substantial changes to our 

governance structure, with three 

committees – one equity, one fixed 

income and one global.”

Global Asset Manager

“In fixed income it is very much ad-

hoc driven and the key determining 

factor is who has axe and inventory 

in a certain ISIN. Also when knowing 

that broker A is very good in terms of 

hit ratio and in the credit world in a 

certain sector, it does not guarantee 

you when having to trade a special 

ISIN in this sector that broker A will 

be able to trade.”

EU Asset Manager

“The focus is now more about 

proving how you trade. This has 

created some new demands with 

the desk becoming more IT aware 

and data driven by looking at the 

platforms and the TCA and feeding 

the data back into the pre-trade 

analytics. Auotmated trading will 

become much more important and 

there will be a shift to exception 

trade handling from the desk. 

Relationships and expertise of where 

to trade what and what data becomes 

available will become increasingly 

important. Increasing the need for 

integration of dealers into the PMs 

workstream.”

EU Asset Manager

75%

25%

11%

6%

Increased focus on
evidencing Best Ex

Increased Governance
around Best Ex Process

Greater Autonomy

No change since MiFID I

How has your Best Ex policy changed since the 
introduction of MiFID II?

What challenges have you faced when establishing your 
best execution policy?

75%

19%

11%

6%

Collating Accurate Data for
Validation

Adapting the policy to the 
execution (size, liquidity…)

Ensuring access to liquidity

No issue

1 https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-makes-new-bond-liquidity-data-available-1 
2 https://www.esma.europa.eu/press-news/esma-news/esma-sets-out-use-uk-data-in-esma-databases-under-no-deal-brexit
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Challenging TCA

The continued lack of accurate TCA offerings alongside concerns regarding the accuracy of 
available data is leading firms to question how best to demonstrate best execution and look 
at alternative solutions. Fifty-six percent of respondents have seen no improvements in TCA. 
The initial rush to emulate equity TCA in the fixed income world has merely compounded the 
challenge (See Exhibit 13). 

Exhibit 13: Have you seen any evolution of TCA for fixed income in the last year?

Source: Liquidnet market structure December 2018-January 2019

Current vendor solutions continue to frustrate the industry given the inaccuracy and 
incompleteness of information often offered at a price that remains prohibitive, especially 
for smaller firms. Firms using external vendor products are having to adapt offerings such 
as utilising threshold exception monitoring to flush out any trade set on a product by product 
basis; for example, how far from the mid it is acceptable to trade in a particular product. TCA in 
credit is ISIN-dependent and requires a vast number of trades before having anything of value. 
Therefore, some vendors have tried to improve their offering and build up pre-trade analysis 
from non-trading data such as quotes or information gathered from trading messages. Yet, as 
these do not reflect real market activity or achievable execution levels and without consolidation 
and consistency, any analysis is speculative rather than true trade cost analysis.

The fluid definition of best execution makes the use of TCA subjective, as does the value it 
provides relative to the effort required in adapting vendor offerings. Some firms have simply 
given up in taking on a TCA provider as a result. However, the need to obtain one complete and 
accurate dataset to meet their regulatory obligations have led some firms to aggregate multiple 
sources to interrogate the data and plug the holes. Firms are increasingly relying on internal 
databases and personnel to augment execution strategies from the ground up to enhance 
the price discovery process; whether or not it is appropriate to trade at all, as well as how to 
approach the execution. As such, TCA in the main remains a box-ticking exercise for now, 
mostly used as a post-trade compliance audit trail rather than a solution providing execution 
analysis that could be utilised by the dealing desk to improve future performance.

With an increasing number of firms moving their trade analytics efforts in-house, the ability to 
monitor outliers and quantify trading processes with a view to adjust the selection process where 
necessary will provide more value to evidence best execution in the longer term. This will help 
the trading desk to not only demonstrate the added value of the trading desk to PMs and internal 
stakeholders, it will also provide clients with evidence that the process is being checked in an 
effort to improve results. 

“TCA for FI is still very 

disappointing, but then it is 

understandable given the nature of 

the asset class. We do see vendors 

continuing to try and improve their 

offering, but for the less liquid part 

of the market it is never going to be 

relevant in my opinion.”

EU Asset Manager

“We have given up on TCA for the 

moment because we looked, and 

we just don’t have the appetite to 

pay 75k to 100k per annum just 

to produce a report to say we are 

producing a report. We are only 

going to spend the money when  

it is going to give us something 

useful back.”

UK Asset Manager

“There’s no driver and leadership 

today to respond to the industry 

needs in terms of TCA. Do you 

want a TCA just to tick a box or 

do you want a TCA to analyse the 

performance of your desk and 

on your orders? I have seen tools 

offered by providers, but I prefer 

to build my own tool. We had a 

database with post-trade data and 

I can give all the calculations and 

price for a particular issue.”

EU Asset Manager

“We are continually trying to tweak 

and narrow some of the pricing 

points used on a trade by trade 

basis with our TCA vendor, but that 

is still a challenge in determining 

what’s appropriate. Data is often 

not accurate and timely therefore 

does not present a true picture of 

the market at that time.”

Global Asset Manager

No improvement seen
post M2 in the amount
and quality of data
It is improving, better
data but not there yet

We are building our own
dataset

We are implementing a
TCA provider

TCA is just one component of the best execution 
process. Yet, have you seen any evolution of TCA for 

fixed income in the last year?

22%

19%

3%

56%
No improvement seen post MiFID II in the 
amount and quality of data

It is improving, better data but not there yet

We are building our own dataset

We are implementing a TCA provider
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The Emerging Data Story

The need to access alternative datasets from standard TCA remains a considerable challenge for 
the industry. Forty-five percent of respondents acknowledge the greater availability of pre and 
post-trade data, but the lack of standardization complicates the ability to aggregate and analyse 
the output (see Exhibit 14). In addition, managing vast amounts of data requires financial 
resources to invest in technology and personnel, with current resource constraints making the 
investment prohibitive for many firms.

Exhibit 14: To what extend are you benefiting from pre and post trade data visibility?

Source: Liquidnet market structure December 2018-January 2019

A quarter of participants have yet to see any benefit from greater transparency, while 14% noted 
their growing frustration with their use of APAs. Information is not made available in a friendly 
format and even when it is eventually partially published, it is still in the main meaningless as 
there is little value for firms to have visibility over where an illiquid bond was traded with a four-
week delay. 

The industry has long been calling for a consolidated tape, with many referring to systems 
such as TRACE (Trade Reporting System and Compliance Engine) in the U.S. as a means to 
get better pre-trade analytics. Yet, the lack of consistent and unified data in fixed income is 
unlikely to be solved through the implementation of a similar system given the fragmentation 
of EU National Competent Authorities as well as competing data sources. Although the buy 
side continues to lobby for the emergence of a regulatory initiative widely available to all, the 
fact is that also in the equity world, where data is more abundant, the implementation of a 
consolidated tape appears unlikely in the short term without an increased regulatory push.

As a result, a growing minority is altering the manner in which they approach data, with 11% of 
respondents focusing instead on how to better extract and utilise what data is available either by 
utilising internal capabilities or switching to more open-source technology to facilitate access 
to different systems rather than one overarching provider (see Exhibit 14). The chronic lack 
of data in fixed income is also leading to new initiatives among buy-side firms where a group 
of firms has now taken the steps to partner and share their own trading data anonymously. 
Only the democratisation of data access will enable the industry to truly benefit from greater 
transparency and asset managers to justify and quantify their execution decisions. 

“The problem is we all thought 

with MiFID II we would see a lot 

more data. I thought it would be a 

lot of prints and we would have the 

ability to put information in and we 

can’t. We are paying a lot for data, 

but we are not getting enough back 

to quantify what we are doing.”

UK Asset Manager

“The SEC hosted a panel discussion 

on the cost of data of some of the 

exchanges and I think we need to 

go through a similar process with 

companies here in Europe on how 

we don’t end up having to pay 

large amount for data that was 

technically ours. Buy-side firms are 

also talking about gathering their 

own dataset from executed trades 

as well.” 

Global Asset Manager

“We are unlikely to get TRACE but 

one of the fintechs could deliver but 

it would be more a pool of data than 

a consolidated tape. The problem 

is that it costs so much money 

that anyone is going to struggle 

to justify the cost of it – the fees 

would be extortionate. Again, 

comes backs to the banks – they 

do not want transparency because 

they feel their position is instantly 

exposed.”

Global Asset Manager

“Vendor offerings need to be more 

of an open environment. You are 

not going to find a single piece of 

software that is going to address  

all the needs of the entire trade  

life cycle from the PMs traders  

and back. We need more of a 

unified layer that enables you to 

onboard individual apps that will 

all speak to each other, leveraging 

a more flexible technology on the 

trading desk.”

Global Asset Manager

Too early to tell but heading in the right
direction

We provide more data but don't get
transparency from APAs/regulators

Not benefitting from greater
transparency at all

No more data available but better use
of what's existing

We have more data available, but we
can't analyse it

transparency requirements; to what extent are you 
benefiting from greater pre and post trade data 

visibility? What still needs to be addressed?

45% 14%

22%

8%

11%

Too early to tell but in the right direction

We provide more data but don’t get  
transparency from APAs/regulators

Not benefiting from greater  
transparency at all

No more data available but better  
use of what’s existing

We have more data available, but we  
can’t analyze it
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Making Best Ex Data Better

MiFID II implemented new reporting requirements with the hope to provide the industry with 
greater transparency. However, the annual RTS 28 and Article 65.6 listing their top 5 venues 
and counterparties have been met with disappointment thus far; for the overall majority, the 
data remains meaningless at best.

Poor classification of instruments and information provided not relevant to the asset class are 
often highlighted as some of the reasons why best execution reports as they stand today cannot 
provide valuable data. One of the major complaints is the ESMA Q&A interpretation that when 
firms are market facing and using a platform such as TSOXX BBG or Tradeweb, the MIC code of 
the platform, rather than the underlying counterparty must be reported. Secondly when trading 
with a counterparty RTS 28 reports have to be published against individual LEIs but one group 
can have several LEIs obscuring the true level of transparency as to counterparty activity. 
In addition, as firms have to report under RTS 28 and Article 65.6 the proportion of volume 
traded as a percentage of total in the asset class instead of the value traded, depending on what 
you are trading the data provided can quickly become irrelevant. For example, a fund that 
primarily focuses on basket trades with 100 different components and trades multiple times a 
week with a very limited number of counterparties will ultimately skew the results reported for 
that asset class while the value of what is actually traded is meaningless.

Similarly, as UCITs funds are not subject to the obligation of producing best execution reports, 
firms managing both MiFID II and UCITs funds will only be required to report on volumes 
that falls under the MiFID II directive excluding de facto UCITs trades. As a result, it will be 
challenging to determine from an investor perspective how much volume is being reported and 
whether the data is representative of a firm’s execution strategies. 

As sell-side providers have to produce quarterly RTS 27 reports on the quality of execution 
provided on their venues, making sense of what is being reported comes as an additional 
challenge for asset managers. The lack of standardization and uniformity in the datasets have 
led firms to give up on analysing the outputs as no tangible decision can be made on the back of 
inconsistent data. While some firms acknowledged RTS 27 allowed them to identify the brokers 
selling short to them, the reports remain for the majority a work in progress that needs serious 
reconsideration and greater standardization and consolidation across the industry to fully 
deliver additional transparency. Instead, asset managers prefer to have regular consultation 
meetings with their brokers where they can request information in more comprehensive details 
rather than analysing what is being provided from RTS 27. 

Exhibit 15: How does new RTS 27 / RTS 28 / Art. 65.6 data help you adjust your  
best execution policy?

Source: Liquidnet market structure December 2018-January 2019

“Looking at the input and what 

comes off on paper for our RTS 

28 numbers and looking at our 

peers but also on RTS 27 what 

investment banks are reporting 

from my perspective it is a pure 

waste of time.”

EU Asset Manager

“If I look at guarantee market on 

close trading, there is no value-

add a buyer can use for that. So 

the only point of differentiation 

is the price, if you have one bank 

that will charge you a lower price 

for that, then that will skew your 

figures massively because they 

are not differentiating between 

guarantee market on close program 

trades vs actually active trades. 

The commission on guarantee 

market close program trades you 

are talking half a basis point. It is 

nothing. It makes banks look way 

more like the biggest partners you 

have, and they are not. Processed 

trades can skew numbers; there 

are just so many reasons why 

things could be skewed, the data is 

meaningless.”

UK Asset Manager

“Some of our funds falls under 

MiFID II, others given the fact they 

are UCITS have to be excluded so in 

cash equities we report about 35% 

of our traded volumes in RTS 28 in 

fixed income it’s even less we are 

talking about 20/22%.”

EU Asset Manager

“We have a situation where we 

have one fund that does a lot of 

basket trades with 100 different 

components versus an index. And 

that client that does the trade 

quite frequently limit it to a narrow 

number of counterparts. You do 

it five times in a week, that’s 500 

trades with a selected number of 

counterparts but in terms of value 

that’s totally meaningless.”

Global Asset Manager

“There is even more we can do, 

but still a while to go until we 

have achieved this. The dealer 

wants to use data more, but this is 

often hard to do. I think everyone 

thought there would be much more 

data available on tap post MiFID II, 

but unfortunately this is not quite 

the case.”

UK Asset Manager

Data meaningless as
incomplete, inconsistent
and inaccuracte
Irrelevant for Fixed
Income Execution

Work in Progress

Don't know

adjust your best execution policy?

26%

17%

54%

3%

Data meaningless as incomplete, inconsistent 
and inaccurate

Irrelevant for Fixed Income Execution

Work in progress

Don’t know
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What to Measure Now

Given the scarcity of accurate information available, firms have in the main attempted to adopt 
a holistic approach when defining their best execution policy to ensure trading desks have the 
bandwidth to execute in an evolving liquidity landscape. A policy that is too prescriptive and 
detailed could potentially endanger capabilities to achieve the best possible outcomes for clients. 
However, retaining a fairly flexible policy also needs to ensure that firms can review “the quality 
and appropriateness of their execution arrangements and policies on an ex-ante and ex-post basis 
to identify circumstances under which changes may be appropriate” 3. 

The reality is that best-execution policies remain heavily dependent on the liquidity of the 
instrument traded, whether a firm is trading rates or, on the other end of the spectrum, high-
yield emerging credit markets. While the execution channel used varies greatly, firms are 
moving beyond how many liquidity providers to put in competition to more intelligent multi 
execution strategies dependent on the information available at the time of trade as well as post-
trade data analytics gleaned over a period to improve the pre-trade decision making process, 
such as collecting axes and runs. However, it is not just data at face value, but whether the 
axes and runs available on screen provide a true liquidity picture and not another example of a 
possible inaccurate or repurposed liquidity.  

Twenty five percent of respondents recognised that evidencing execution outcomes requires 
greater governance around the Best Execution procedures (Exhibit 11), which includes the 
implementation of effective oversight committees. Governance procedures are now far more 
extensive including overall best execution committee that meets on a quarterly basis and 
includes oversight of sub-committees to implement changes in the policy and the process. The 
challenge that remains is identifying a suitable best execution monitoring provider for fixed 
income. In the absence of such providers, firms are now monitoring a large range of internal data 
to build their own database to feed back into their execution policy and pre-trade analytics. 

This could include:  

• Copies of any IB conversations 
• On voice, any interaction regarding a trade or the potential for a trade is recorded within 

the trade rationale along with the commentary from the dealers as to why a certain 
counterparty was selected

• On RFQ, those selected vs those who were not and the specific reason behind that decision
• On auctions, some firms now record those who quote with nothing behind 
• Where a RFQ or e-bank issues best price which is automatically discarded due to previous 

poor follow through (quote is not filled for example) 

3 https://www.esma.europa.eu/sites/default/files/library/esma35-43-349_mifid_ii_qas_on_investor_protection_topics.pdf

“We also always had a good 

interaction with our PMs and they 

are aware what we are doing every 

step of the way. We are probably 

more particular on what we are 

noting down, the comments we add 

around the trade. The process is 

a lot more detailed even from the 

PMs if anything is sent back how it 

is recording so really it is a lot more 

admin work. It is more rigorous 

governance around the process and 

capturing evidence. It is a lot more 

detailed process

UK Asset Manager

“I think from a broader perspective, 

there have been people, especially 

on the continent, that justify their 

adaptation of best execution by 

asking 20/25 brokers every trade. 

I traded recently a US dollar high 

yield bond, I had a price in hand and 

the broker came back to me saying 

I can't execute at the moment 

because the other side is waiting 

for their third price, which I find 

absolute nonsense because these 

bonds are traded once in a month 

and we were both willing to trade 

at a price that he/she could not 

execute until he/she received a third 

price and they were stuck finding 

someone else who could make it.”

UK Asset Manager

“In fixed income it is very much  

ad-hoc driven and the key 

determining factor is who has axe 

and inventory in a certain ISIN. 

Also when knowing that broker  

A is very good in terms of hit ratio 

and in the credit world in a certain 

sector, it does not guarantee you 

when having to trade a special ISIN 

in this sector that broker A will be 

able to trade.”

EU Asset Manager

“From our point of view what has 

changed is the terms of execution, 

the counterparty selection, the 

counterparty list has changed and 

how we engage with the sell side 

but in terms of pure execution the 

policy itself not much change other 

than the sufficient steps and just 

ensuring that you adhere to what 

the regulator has laid out.”

UK Asset Manager

 
Exhibit 16: Investment Association – TCA report, May 2018 

• How to trade depends on the instructions and flexibility given by PMs – time/price 
sensitive or not.

• Trading desk reports to PM on market conditions, including likelihood of execution 
and suggestion how to enhance the quality and probability of filling the order -> 
and advise if best to not trade?

• Liquidity: If illiquid and time sensitivity instruction – trader may prioritise non-
comp trade where only one broker is approached and the order it is traded over the 
phone/RFQ or by approaching a selected number of counterparties. If it is not time 
sensitive, trader may prioritise anonymity and contain information leakage to 
avoid for the price to move against them. -> trading in dark pools.

• Strategy for liquid bonds: for less market impact to be traded via electronic 
multilateral platform, more viable to get best price. Time sensitivity is also a factor 

• Size: When the order is large in scale: how to avoid information leakage and price 
reversion? If large order pushed onto lim-it order book where it can be seen before 
it is traded, there is a great risk for the price moving against investors’ interest. 
Trader can approach one single broker and trade all the order over the phone it can 
also access anonymous platform. 

• If opportunity arises to fill the whole order such as via a block trading platform this 
should be prioritised over waiting for a better price.
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Automation of workflows is no longer merely selecting easy to trade clips but holistically 
understanding the execution process throughout the lifecycle of the trade and the 
opportunities available – high touch and low touch. This is reflected in recent guidance from 
the Investment Association4 on how best execution should now be approached (see Exhibit 16). 

The Rise of the Quants 

Given the importance of data in fixed income, a growing number of firms are now investing in 
quants and data scientists to make sense of what is currently available. Thirty-nine percent of 
respondents are currently hiring quants and an additional 17% are looking to hire staff with a 
quantitative background (see Exhibit 17). Whether it is to assist with pre-trade analytics or run 
in-house or external TCA, the task is complex and the dataset to work from sporadic requiring 
more specialist skillsets. The race to aggregating and analysing data to quantify broker 
selection and execution outcomes is only at its early stages, but as end clients increasingly ask 
for greater transparency in execution strategies, firms acknowledge the competitive edge data 
can provide and are now investing to benefit.

Exhibit 17: Have you hired quants to data mine for yourself?

Source: Liquidnet market structure December 2018-January 2019

Some houses have decided to add quant resources on the PM side rather than directly on the 
trading desk. However, as the trading desk is growing closer to the investment process, the 
data gleaned from mining can be fed into the investment process. Optimization of resources 
and greater partnership across the investment lifecycle will enable firms to build better and 
more accurate datasets over time. Whether comparing fund performance or how a bond has 
been traded historically or the liquidity parameters around the time of trade, firms are able to 
increase their efficiency from the generation of the investment idea through the execution of 
the strategy. Gathering all that data in one point not only gives a true picture of the liquidity 
landscape, it also helps to pin point the selection process based on historical data, adding to the 
validation of the Best Execution process. 

However, such developments are  not shared across all participants, with 44% choosing not 
to currently invest in quant resources for the trading desk at this stage. As data in its current 
state is not timely and useful in its entirety because of the time lag, for some investing in staff 
to source, aggregate and analyse the data is currently a waste of time and money. When more 
real-time data becomes available, the argument to hire additional resources will become more 
pressing and relevant to meet investment strategies. Another discussion needs to happen as 
firms continue to up their data spending; the cost of data, already widely discussed in equities 
given the increasing use of data as a revenue stream by exchanges, needs to be reviewed in 
fixed income in particular how much some platforms are charging for data and how that data 
is presented to the buy side. If the cost to access datasets remains prohibitive, buy side firms 
will continue to explore alternatives; the age of data will leave no stone unturned where the 
increasing reliance on internal trade data and greater partnership among asset managers to 
share their datasets on executed trades will be a game changer in terms of liquidity formation 
and buy-side/sell-side relationship.

“Our focus is on data, there is huge 

amount of money being spent 

in data to make sure the data 

is accessible and clean. We are 

looking at robotics and automating 

workflows.”

UK Asset Manager

“The difficulty is to capture market 

data and once this is done it is to 

set up relevant analytics to explore 

and analyse the output. From a 

compliance perspective, I need the 

analytics to demonstrate why I am 

trading with this counterparty. 

To support my decision, I need 

the data so it is not only based 

on my perception. It is not only 

compliance but end investors are 

increasingly asking to evidence why 

I traded with this counterparty.”

UK Asset Manager

“We haven’t hired any specific 

quants. What I did 3 years ago I 

hired two junior traders that were 

tech/quant. Those guys run my 

TCA, they are active trader as 

well. Once we can pull the data in, 

they will be able to say broker x 

is a waste of a call, y is a good call 

but only in this sector. They are 

traders as well so that work they do 

on top.”

UK Asset Manager

“We are not hiring into the trading 

team yet. We are hiring data 

analysts and quants to the risk 

team. There are a couple of reasons 

why they are not joining the trading 

team yet and that’s because I don’t 

think the data is entirely useful 

yet because there is a time lag. I 

think when we get more real-time 

data it will become more a pressing 

argument to make use of that and 

also standardising it”

Global Asset Manager

“Unfortunately, we don’t have 

the resources to have a quant 

team specifically for the trading 

desk however it is part of our 

recruitment objectives. In the 

profiles we have hired for the desk 

the quant dimension is taken into 

account. We are hiring traders 

but when evaluating their skillset, 

quant and data analysis is a 

criterion.”

EU Asset Manager

4 https://www.theinvestmentassociation.org/assets/files/consultations/2018/20181106-fixedincomebestexecutionpaper.pdf

Hiring quants

Looking for quant skills
in recruitment process

No, not for the trading
desk at least

44% 39%

17%

Hiring quants

Looking for quant skills in recruitment process

No, not for the trading desk at least
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Technology – Getting the Basics Right First 

Incorporating data into the investment process requires an investment and upgrade in 
technology. A year ago, the intention for the majority was to manage this process by integrating 
an EMS. However, the cost remains prohibitive for many still at this stage and delivery of EMS’ 
functionality to the trading desk is also being questioned (see Exhibit 18). This is leading to 
a rethink as to how the OMS can be repurposed to aggregate and collate unique datasets to 
provide effective pre-trade analysis (see Exhibit 19). 

Exhibits 18 & 19: Are you investing in an EMS /How are you utilising your OMS to support your 
execution strategies?

Source: Liquidnet Market Structure Research / ESMA register & Liquidnet market structure December 2018-January 2019 

An OMS can provide several months of trading data and where firms have the capacity, some 
have decided to fully utilise their OMS to review and analyse data at no extra cost. While some 
may argue that an EMS better helps evidence best execution, by generating and aggregating 
data across multiple venues, the question is whether this can be achieved by alternative 
means, such as building an internal pre-trade tool embedded in their OMS. Proprietary data 
aggregation systems then allow firms to have access to unique datasets different from those 
provided by any EMS, generate alpha and differentiate themselves from the rest of the market.
For those who are investing in an EMS the primary reason remains the ability to view data 
centrally easily; the challenge is that many offerings are still geared towards equity rather 
than fixed income, with several EMS vendors being criticised for failing to deliver on proposed 
implementation. There are further concerns on the future of EMS providers as more technology 
providers enter an increasingly competitive space when IT resources of asset managers are 
coming under further strain.

“We have developed in the last 

months an internal solution, which 

will give more sophisticated solution. 

Cost is a big topic because from a 

pricing perspective fixed income 

is a completely different price 

than equities, derivatives, and FX. 

In those last three asset classes, 

brokers have to pay for part of the 

connectivity, while for fixed income 

100% of the EMS is paid by the asset 

manager.”

EU Asset Manager

“We have seen no real improvement 

in the OMS. I think that’s’ the reason 

why you see people drive to an EMS 

because OMS by definition are very 

slow to move. So what you need is 

something agile.”

Global Asset Manager

“We still have two versions of our 

OMS. We looked at OpenFin, but 

our main focus at this stage is to 

get our people onto one platform, 

which requires a massive piece of 

work because the integration is 

huge so I can’t go out and say I want 

to introduce something else at this 

stage.”

Global Asset Manager

“We are using automation as much 

as possible. What as much as 

possible means is for govies, two 

thirds of the tickets are traded in an 

automated way, well obviously that’s 

the small ones. When it comes to 

volume it is less than 10% volume.”

EU Asset Manager

“I know there are probably things my 

OMS can do that I am not using and 

making the OMS compatible with 

our workflow will be a key thing to 

look at next year. We have workflows 

and processes we either can’t or is 

incredibly difficult to change. Some 

of which will be internal and some of 

which are to do with the custodian, it 

goes all the way downstream. We all 

have those same infrastructural ties 

and limits.”

EU Asset Manager

“We haven’t been happy with our 

OMS, but we believe things are 

about to improve – finally after 

complaining for about 3 years.”

UK Asset Manager

No

We have an OEMS

We will go down that
route eventually for the
pre-trade data
capabilitiesYes we are in the process
of installing one

We already have one

6%
13%

31%

41%

9%

No

We have an OEMS

We will go down that route eventually for the 
pre-trade data capabilities

Yes, we are in the process of installing one

We already have one

36%

33%

21%

18%

9%

3%

Investing in our OMS to better
utilise it

No real improvement in the OMS
space - hasn't coped with the data

post MiFID II

Happy with our OMS

In-house OMS that fit our
need/flow

We are changing our OMS provider
to get better data

We don't have an OMS

How are you utilising your OMS to support your execution strategies?
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Another challenge is the ability to implement a single EMS system that covers all asset classes. 
Where multi-asset systems were once the norm, increasingly the logic is being questioned given 
the alternative liquidity profile of fixed income products to that of equities and FX. Instead, 
firms continue to look at improved interoperability across different desktop solutions which 
would allow alternative liquidity platforms and systems to communicate and share content 
rather than repackaging different liquidity streams under multiple alternative platforms. By 
enabling existing systems to speak to one another, this creates new levels of efficiency in the 
buy side’s ability to execute. This change from proprietary to collaborative sourcing of liquidity 
is shifting trading behaviours further still, and challenging pre-determined market norms in 
the process. 

The systematisation of order handling and ability to route an order to multiple different venues 
in the same format, will require firms to expand the number of FIX Protocol connections 
on their OMS. This requires all platforms and venues to seamlessly work together for order 
flows to shift from one venue to another. This will require a further level of integration within 
OMS technology, yet several firms acknowledged that they still have yet to fully utilise all 
functionality available in the current version of their OMS. The difficulty being that complex 
workflows and processes are hampering progress in upgrading OMS capability which can be a 
lengthy process employing project managers, business analysts and developers to onboard new 
venues and workflow streams from the front to the back office. 

Other firms that can benefit from a proprietary OMS are more readily able to add functionality 
as and when it is required, tailored to the individual firm. Some are now considering marketing 
their OMS to other asset managers which could lead to further developments in automation 
and outsourcing of dealing desks as smaller firms grapple to keep up with technological 
developments and increased regulatory burden.

Ultimately, whether firms elect to use an OMS, EMS or OEMS the key remains access to data 
and the ability to separate noise from signal to complete efficient analysis. Connectivity 
between third party platforms and data vendors will become increasingly complex as well as 
necessary to automate workflows as efficiently as possible. 

“The point is when you are an asset 

manager with AUM anywhere 

between 20bn and 100/200bn you 

just can no longer afford having 

PMs trading on their own and it 

makes economically little sense to 

have your own trading desk. So 

either you accept to have limited 

internal trading desk with limited 

capabilities, but you may have 

problems with your additional 

clients and regulators, or you 

can look into outsourcing which 

provide the usual benefits of 

outsourcing plus the overall value 

of larger access to liquidity and less 

compliance requirements.”

EU Asset Manager
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Future Proofing

Political uncertainties will continue to guarantee challenging market conditions for investors 
well into 2019. With Brexit looming, there are a number of questions the industry have yet to 
get responses to given the large proportion of European fixed income trading that takes place in 
the UK. This could have a significant knock-on effect on transparency levels in fixed income. As 
ESMA is already planning to re-calibrate MiFID II liquidity thresholds for bonds, we are likely to 
see over time regulatory divergence between the UK and EU27. 

As markets risk becoming more fragmented and tighter in terms of liquidity provision, 
automation of workflows could help reduce operational risks and provide greater efficiency 
throughout the trade lifecycle. However, the industry is still limited as to what can be automated 
in fixed income. Small and liquid trades are prime candidates for automation freeing up traders’ 
time to focus on more complex orders where they can add value and deliver alpha. The capacity 
to automate low touch orders where the value-add is limited and market impact negligible will 
enable trading desks to have standardized and auditable processes that can be analysed post-
trade and adjusted where necessary.

However, although current automation methods can help with certain type of orders depending 
on the size and liquidity of the instrument, it is difficult to expand this model to the whole 
asset class and its use is closely linked to market conditions. When markets work efficiently, 
this model is deemed appropriate and is encouraged but when markets become more volatile 
automation is immediately limited. Similar to the financial crisis in 2007, the Italian bond crisis 
had led to a recent increase in voice trading but also a surge in buy-side to buy-side trading 
offering an alternative source of liquidity. While automation facilitates the communication 
between market participants, the sell side’s reluctance to post liquidity on electronic platforms 
and commit balance sheet during periods of high volatility is forcing buy-side firms to revert to 
old traditional methods of trading or look for alternatives.

But as markets become more fragmented and clients more specific about how orders get 
executed and which counterparty to execute with, greater automation in the industry is 
inevitable. This will allow execution to be directed based on the fund and which client firms  
are trading on behalf of and to ensure that trades are handled in way that is consistent with 
clients’ wishes in an ever increasingly complex trading environment. 

Similarly, the role of Artificial Intelligence (AI) and Machine Learning (ML) remains limited 
at the moment in fixed income but general understanding is that, long-term, this functionality 
could help source liquidity, predict the best price and strategy to adopt as well as refine the 
number of brokers to ask for an optimal price response. Ultimately, it will add efficiency 
throughout the execution process, help aggregate different datasets and work alongside the 
trader to ensure the right brokers are contacted on a trade by trade basis. 

However, similar to automation while some early signs are already visible for low touch orders, 
the impact remains limited in fixed income as a whole. All are in agreement that before thinking 
of artificial intelligence and machine learning, the industry needs to solve the transparency 
and data problems. Only better data will allow for greater automation and potentially artificial 
intelligence. Without access to standardized and accurate datasets, building and managing 
those processes could only endanger execution decisions.

“We are going to become more 

and more automated, buy-side and 

sell-side. It is relatively obvious 

on the sell side especially when we 

are trading govies & Credit up to 

a million that we are now facing 

algos. It is just large tickets and high 

yield that still requires some level of 

human interaction”. 

EU Asset Manager

“What we see is PMs giving us more 

decision power to decide where to 

execute. When we onboard a new 

client and he is used to choosing 

the broker he is going to trade 

with, that’s something we are going 

to change progressively. All the 

decisions of where to trade are going 

to become more objective instead of 

subjective. The role of the dealing 

desk is going to be very important. 

This all leads to best execution and 

best selection.” 

EU Asset Manager

“We always had update calls with 

our dealers. Based on subjective 

feedback is I like this guy on the 

sales desk, he is doing a really good 

job but the reality is if I asked you 

what you had for lunch in the last 

two weeks you would probably have 

a good answer for me; If I asked you 

what you had for lunch 9 months ago 

you have no idea. That’s where the 

quantitative information becomes 

very helpful because of the feedback 

we are able to provide to the dealers 

and also digest internally because it 

is more objective as we can capture 

a larger period of time. That’s really 

made the feedback process and the 

trading process much more robust.”

Global Asset Manager 

“Before talking about Machine 

learning we need the data. It sounds 

great but as long as we don’t have 

accurate and complete datasets, it 

seems difficult to achieve.”

EU Asset Manager
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Future Fixed Income Trading 
 
Unbundling the traditional buy and sell-side relationship, the obligation to evidence best 
execution and the use of greater automation are leading to fundamental changes in the role of 
the fixed income trader, and with this the role of execution within the investment process. While 
change is not necessarily instantaneous, the gradual incorporation of data and ownership of 
execution by the buy side will redefine the dealing desk to one of advisor in the implementation 
of the investment strategy, fundamentally changing the fixed income eco-structure in the 
process (see Exhibits 20, 21 & 22). 

Forty-six percent of respondents see data becoming more reliable in one year’s time, with the 
role of the trader having to focus more on technology and the skills necessary to mine data 
effectively. Thirty-six percent also see the role of the trader evolving to assist more in the 
investment process itself, becoming an alpha generation centre rather merely processing orders. 

However, only when the data is accurate, standardized and auditable will we see the full 
emergence of data driven desk where best execution and the selection of counterparties will be 
based on quantifiable facts (see Exhibit 21). The increased reliance on data will lead to a shift in 
how the trading desk operates and diversification of skillsets required. In the interim, the focus 
will be on maximising efficiencies through greater automation wherever possible and building 
information sets on where bonds trade at, providing greater certainty of execution at the 
right levels, leading to more auto execution for smaller sized liquid instruments under certain 
thresholds. 

Exhibits 20, 21 and 22: Where do you see the role of the trading desk in 1 year/ 
3 years /5 years?  

Source: Liquidnet Market Structure Research / ESMA register & Liquidnet market structure December 2018-January 2019

“Next year it is going to change in 

terms of the trader is going to have 

to have skills to be able to mine or 

know how to get useful information 

to actually aid the investment 

process. The role of the trader is 

spending a lot more time looking 

at technology companies which is 

something we never had to do. The 

scope of what they do is going to 

widen massively.”

UK Asset Manager

“PMs will give the trading desk 

more power to decide where to 

execute with decisions of where 

to trade becoming more objective 

instead of subjective. The role of 

the dealing desk is going to be very 

important.”

UK Asset Manager

“Trading will probably be far 

more quantitatively driven. I 

think it’s already become far 

more technology driven. I don’t 

necessarily think we are going to 

be staffed by computers and data 

scientists, but I do think everybody 

is increasingly learning the lingo 

of technology and data. The data 

today is not good, but it is not that 

it is not there. The issue is how 

do you absorb large quantity of 

data and separate out the quality 

information from the noise.”

Global Asset Manager

“I am hoping the desk will be able 

to demonstrate our value in the 

investment process far clearer than 

we can today. In 5 years time you 

will see a lot more of multi asset 

desks. There will be more cost 

cutting unfortunately and I think 

the credit market will just become a 

bit more equitised.”

UK Asset Manager

“The desk now suggests other 

instruments, like why are we trying 

to get this exposure with off the run 

treasuries when we could do future 

which is more liquid and easier to 

handle?”

Global Asset Manager

Trader's role & skillset
to evolve to seek
market color
More and better data
available

More electronic
trading & auto-
execution

Where do you see the role of the trading desk in 1 year?

18%

46%

36%

Trader’s role and skillset to evolve to  
seek market color

More and better data available

More electronic trading and automation  
execution

Trading desk -price
discovery

Data driven selection
and execution
processes
More elctronic
trading/auto-ex

Where do you see the role of the trading desk in 3 years?

12%

49%

39%

52%

Trading desk – price discovery

Data driven selection and execution processes

More electronic trading and automation  
execution

More multi-assets
desks

Trading desk - alpha
generation centre

More electronic
trading &
automation

Where do you see the role of the trading desk in 5 years?

42%

6%

Trader’s role and skillset to evolve to  
seek market color

More and better data available

More electronic trading and automation  
execution
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Within 3 years, participants anticipate the buy-side trader will be entirely focused on price 
discovery and execution as opposed to receiving orders, with PMs giving the trading desk more 
power to decide where to execute and decisions of where to trade becoming more objective 
instead of subjective. This will also lead to internal decisions around whether firms can continue 
to make the investment in technology internally or whether outsourced dealing would be a 
preferential option. 

This, coupled with the fact that a majority of the assets are now owned by the buy side, 
reinforces the idea that asset managers will become suppliers of liquidity as well as takers. 
The development of trading protocols that facilitate access to buy-side liquidity but also favour 
peer-to-peer trading which will further transform the buy and sell-side relationship, resulting 
in enhanced market liquidity and greater participation in liquidity provision across a broader 
range of industry participants.

This transformation will lead to even further electronification and automation of order flow, not 
only for the low touch flow but the emergence of new trading protocols to source unique natural 
liquidity which will enable market participants to price and trade in size electronically and 
automatically. This coupled with the use of combined proprietary and vendor data will enable 
buy-side traders to create multi-layered execution strategies to make smarter decisions of when, 
where and how to trade ultimately raising their role in the investment process. 

Most of the transformation is already underway, however the MiFID II directive has precipitated 
the adoption of new standards in fixed income. Best Execution under MiFID II continues 
to require firms to be able to quantify their execution decisions, challenge and improve the 
process where necessary. The question is how to quantify when the data is sporadic at best and 
inaccurate at worst. As firms adjust to the reality of MiFID II, the need to access standardized 
and accurate data is now essential. 

Growing frustration over the lack of viable data solutions today is leading the industry to take 
new initiatives. From the emergence of in-house pre-analytics tools to buy-side partnerships in 
sharing trading data, asset managers understand that only access to accurate data will suffice. 
Although TCA data has been improving and can assist to some extent dependent on the asset 
class, benchmark calculation methodologies also now need to evolve. There is not one single 
execution method for fixed income, nor one single benchmark. Equity TCA models have yet 
to be successfully replicated within fixed income as debt instruments differ greatly dependent 
on maturity dates, interest rates and liquidity levels. Where trading platforms or analytical 
tools work for liquid treasuries currently, high yield and illiquid bonds will require a different 
approach.

The combination of different data sources – internal and external will allow traders to build 
comprehensive execution models to establish the most effective price discovery process. In 
becoming price makers trading desks will have greater freedom in deciding when, where and 
how to trade resulting in asset managers relying less on counterparty’s willingness to price risk 
and hold inventory and instead becoming more involved in the supply of liquidity. As greater 
automation further democratises this provision of liquidity, counterparty lists will shift and 
alter as a result.

While behavioural and cultural changes are already happening within some organisations, 
challenging the muscle memory of the trader – whether that is by measuring speed of quotes, hit 
ratios, incorporating natural liquidity – to create a multi-layered information strategy to make 
smarter decisions will only help raise the role of the trader. Ultimately, as dealers work to source 
liquidity or find substitute alternatives to maximize investment options they will become key 
partners in implementing the investment strategy.

“Trading will move into price 

making as well as taking. Evolving 

where we post bids and offers, be 

it in the dark or on a platform. We 

then go fill the shopping cart in 

what we think is the most effective 

way to trade. Should we buy this 

bond or should we buy a future or 

swaps, that’s where I think the desk 

is going to more involved with in 

the future. You send me an order 

for Toyota 25: do you want Toyota 

25 or do you just want Toyota as big 

as I can get you, as 27 is cheaper, 

or do you want all sort of exposure 

because I can get you BMW. You 

can do it bonds or we can buy 

CDS. The leading houses will get 

there in 3 years. For other houses 

5 and more. It depends on the 

policy of your trading desk. There 

are execution desk and there are 

trading desks and those two are 

very different in my mind.”

Global Asset Manager

“Similar to what we are seeing 

in equities and derivatives, 

the trading desk is a service 

and solution desk for portfolio 

managers. It is no longer the 

stupid get me done pure execution 

desk given the complexity, the 

illiquidity of the market. A 

completely different skillset is 

needed going forward. There are 

certain type of business that can 

be potentially be better executed 

by machines. Collecting data, 

sharing information with the PMs 

when they want to set up a type of 

exposure, systems need to further 

improve but we already fulfil this 

role of “advisor” today”

EU Asset Manager

“Automation side will pick up. If 

you think where equities are now 

and how much more automated 

than in fixed income I think there 

is a big gap to fill here, we will 

continue to lag here they are a good 

5/10 years ahead of us. What does 

that mean for the trading desk, you 

need to think about re-engineering 

the role happens.”

Global Asset Manager
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