
The Global Foreign Exchange 
Committee (GFXC) has reported 
widespread support for the introduction 
of standardised disclosures cover sheets 
which FX algo providers would be 
required to publish. Ahead of its most 
recent meeting in December, GFXC 
members received papers prepared by 
the working groups for each of the 
focus areas of the review of the FX 
Global Code, which includes the area 
of algorithmic trading. GFXC Chair, 
Guy Debelle, says: “The review of the 
Code is progressing well. One major 

theme across all areas of the review is 
the importance of clear and accessible 
disclosures. There is widespread support 
for standardised disclosures cover 
sheets. They have the potential to move 
the FX market forward in a material 
way, promoting greater transparency 
and supporting market participants 
in making informed choices.” The 
Working Group on Disclosures and 
Transparency proposed the creation 
and adoption of standardised disclosure 
cover sheets to help market participants 
navigate what it said can be “lengthy 
and complex” disclosures documents. 
The GFXC were supportive of the 
proposal and asked the Working Group 
to continue developing cover sheets 
for liquidity providers and platforms. 
The proposed changes to the Code 
will be revised on the back of feedback 
and then recirculated to the FXCs for 
another round of detailed feedback in 
March 2021. 

Credit Suisse has announced that its 
Advanced Execution Services FX (AES® 
FX) platform is now fully integrated and 
able to access Peer to Peer (P2P) liquidity 
on the Siege FX platform, following the 
successful completion of its pilot phase. 
Evangelos Maniatopoulos, Global 
Head of AES FX Product & Trading at 
Credit Suisse, says that the team has 
built a bespoke trading component 
that seamlessly empowers clients to 
access Siege FX P2P liquidity through 
the AES FX execution strategies. He 
adds the implementation is flexible and 
allows for optionality in terms of order 

placement. “Clients can either route 
their orders exclusively to Siege FX, or 
allow the AES FX algos to work their 
orders and dynamically balance routing 
between Siege FX and the broader 
AES FX liquidity,” says Maniatopoulos. 
“We are particularly excited about our 
developments in this space, as they are 
a direct consequence of client demand 
and position the AES FX offering at the 
forefront of innovation in the liquidity 
landscape.” Siege FX offers fully 
anonymous P2P FX netting at a neutral, 
regulated mid-rate benchmark, which 
aims to reduce the execution costs for 

institutional buy-side and corporate 
clients. 
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What prompted this move?

One of the core values of FXSpotStream 
is that we challenge ourselves 
continually to grow every year. In 2020 
we began dedicated work to make 
major functionality enhancements by 
adding support for algos; strengthening 
our offering to current and prospective 
clients, while also allowing us to target 
new areas of the market. 

The use of FX algos has been a fast-
growing segment of the FX market as 
clients target the best way to execute 
their trades, while limiting their risk. 
Algos have been a significant area of 
investment and focus for our Liquidity 
Providers (LPs) and coincides with the 
continuing electronification of the FX 
market.

What can LPs and clients expect from 
the new offering?

The initial launch will include added 
functionality to support algos in 
NY over our API, with London and 
Tokyo to follow shortly after. This will 
include support for Resting Orders and 
Benchmark Fixing Orders. It will also 
include support for spot, forwards and 
NDFs over the LP algos. Following the 
launch of the algo functionality over the 
API, algos are targeted to be available 
over our GUI by the end of the year. 

Clients will have access to the entire 
algo suite of our LPs, equating to 
over 70 different algos, and over 200 
different parameters. Clients will not 
pay FXSpotStream a fee to access any of 
the supported LP algos, which remains 
a key part of the FSS ‘free to taker’ 
model across the service. Any fee an LP 
may charge for access to their algos, of 
course, we don’t influence.

What are the specific benefits of 
supporting FX algos on your API? How 
unique is this model?

A great deal of work has taken place 
on our API to support the algos of 
our LPs. Our aim is always to make 
the interaction between our clients 
and LPs as efficient as possible. 
Clients seeking to access the algos 
of our LPs will not need to add any 
additional network infrastructure, 
connecting in the same way as they 
do today - accessing a normalized 
API through a single FIX session that 
provides access to algos offered by 
multiple providers.

By supporting algos over our API we 
are targeting a gap in the market 
(with most algos being supported 
over a GUI) and meeting a growing 
demand from clients. These 
functionality enhancements allow 
FSS to support the additional e-FX 
capabilities of our LPs and clients 
giving them wider access to liquidity 
while reducing the risk of information 
leakage.

Are there any further enhancements in 
the pipeline which you would be able 
to share with us? 

We are also excited to announce that 
we will be adding functionality to 
support pre- and post-trade allocations. 
Allocations can either be implemented 
by the client or through an OMS or 
third-party vendor. Allocations can 
be sent via either of the current FSS 
protocols, given it is supported by that 
client’s liquidity provider. 

What initial feedback have you had
from your client base and how will you 
be supporting them?

The feedback has been overwhelmingly 
positive. The entry of FSS into the FX 
algo space will address the growing 
number of clients looking for a 
complete offering. The combination of 
the algo functionality with the support 
for allocations means we will be able 
to support a growing number of hedge 
funds, asset managers, multinational 
corporations and regional banks. But 
of course, that is not the extent of our 
focus, and ultimately any client, with an 
interest in accessing the algo suite of 
a Tier 1 provider or needing allocation 
functionality, will be able to utilize our 
new algo service. 

FXSpotStream to start 
supporting FX algo strategies 
and allocations
FXSpotStream recently announced that it will be supporting FX algo strategies 
and FX allocation services from Q2. We spoke to Alan Schwarz, CEO of 
FXSpotStream about how clients will benefit from the new offering.

Alan Schwarz
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In October 2019 Barclays’ relaunched 
BARX as its cross-asset electronic 
trading platform. The firm continues 
its ambitious expansion efforts 
for electronic trading with further 
investment across asset-classes, 
including FX. Alex Shterenberg, Co-
Head of FX Cash and Electronic Trading 
and Mauricio Sada-Paz, Head of eFICC 
Product and Distribution joined us to 
discuss their BARX FX offering as well as 
their new Algo initiatives.

It’s been over a year since Barclays 
relaunched BARX as their cross asset 
electronic trading platform. How has 
that strategy evolved and specifically 
impacted the BARX FX offering?

(MSP) Under the leadership of Nas Al-
Khudairi, BARX is now an integrated, 
cross-asset electronic trading platform 
across Equities, Fixed Income, Futures, 
and FX. The unified offering includes 
numerous e-trading solutions and 
innovations available to clients, and 
investment in the platform continues. 
Clients appreciate accessing the power 
of Barclays consistently through a single 
electronic platform with capabilities 
across various products.

(AS) Our electronic FX business has 
operated under the BARX brand for 
over a decade and has earned its 
reputation as being a consistent and 
innovative provider of liquidity. Our 
intention with the relaunch of BARX 
was to strengthen our core offering, 
such as connectivity to clients, suite of 
algos and pre and post trade analytics, 
which we believe we have achieved. 
From there, we continue to execute 
on significant development efforts 
intended to optimize liquidity and 
pricing.

BARX Peg continues to be a core 
component of your FX algo platform. 
How has this algo evolved since going 
live?

(MSP) BARX Peg continues to be our 
flagship offering. The algo pegs to 
BARX pricing and clients enjoy the 
benefit of filling their orders entirely 
through the process of internalization. 
As part of our ongoing initiative to 
optimize this algo, we have recently 
added skew parameters and continue 
to see an increase in client demand 
since the initial launch in 2019. While 
BARX Peg is our flagship offering, it is 
a component of our much larger Gator 

platform which has also been a key 
growth area for the franchise.

What other changes have occurred 
within the Gator platform?

(AS) As part of our Gator Liquidity 
Optimization initiatives, we intend to 
expand BARX principal liquidity available 
within Gator, our electronic order 
execution channel combining liquidity 
available on external venues with 
BARX principal liquidity. The expanded 
principal liquidity features within Gator 
will be branded as BARX Book for 
FX.  Addtionally, we have also increased 
the number of external liquidity 
providers available on Gator. 

We also expect to release our 
implementation shortfall algo, Adapt, 
this month. The algo seeks to allow 
clients to manage the trade-off 
between arrival price slippage and 
execution price risk. Execution speed is 
designed to be faster at the beginning 
of the order and decreases over time. 
Clients can choose an Execution Style 
which includes Passive, Neutral, or 
Aggressive. Each Execution Style is 
used to determine the execution profile 
which is intended to minimize market 
impact for a given level of risk. 

Lastly, our Gator algos have been 
extended to support non-deliverable 
forwards with one month tenors. This 
extension was driven by strong client 
demand, particularly in Asia.

(MSP) It’s important to acknowledge 
while Gator is an important component 
of BARX, we’ve also invested in 
other aspects such as connectivity 
and analytics. The launch of BARX 
Direct is exciting. We spent significant 
development efforts to upgrade our 
eFX technology stack which, combined 
with our trading expertise, has unlocked 
opportunities for further innovation 

BARX continues momentum 
with additional FX product 
and platform developmentN
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in our pricing models and predictive 
analytics. We have also optimized 
our colocation strategy so that our 
upgraded dynamic pricing can be 
delivered to clients with much lower 
latency. 

Algo Centre is another feature we 
have developed for clients. This 
web-based proprietary tool provides 
in-flight order management and pre 
and post trade analytics. The in-flight 
order management feature is new 
functionality while the pre and post 
trade analytics build upon our already 
mature TCA product.

How does Barclays compliment the 
innovative electronic capabilities with 
the relationship aspect of the business?

(AS) Our focus is always on our 
clients and customers and we remain 
committed to being a reliable liquidity 
provider. We maintained this position 
during the turbulence of 2020 and 
while some competitors may have 
pivoted, we continue with our strategy 
to provide innovative solutions for our 
global relationships. 

(MSP) Product is certainly a critical part of 
the proposition. However, our coverage 
model is extensive and includes content 
and analysis. In addition to our research 
capabilities available via Barclays Live, 

the BARX FX team publishes content 
based on what we are observing from 
a liquidity perspective. We remain 
engaged with clients to discuss market 
structure, the use of data science and 

the partnerships between voice and 
electronic execution desks.

Please visit BARX.com for more 
information 

Alex Shterenberg Mauricio Sada-Paz

Algo Centre is a new feature Barclays have developed for clients

Redline Trading Solutions, a leading 
provider of high-performance market 
data and order execution systems for 
automated trading, has announced 
the release of Redline Algo Trader 
for FX which offers buy-side traders 
customizable execution algos that are 
designed to efficiently execute orders, 
minimize market impact, and protect 
order intentions from being exposed 
to the street. Algo Trader for FX is a 
broker-neutral solution that gives clients 
full control over their individual liquidity 
pool. It is built on top of Redline’s 
ultra-low latency co-located tech stack 
for maximum execution quality. Algo 

Trader is equipped with powerful 
analytics providing clients with in-
depth, transparent view into the quality 
of their liquidity and execution. This 
mission critical solution is monitored 
by Redline’s 24 hour support team and 
protected by Redlines’s comprehensive 
Pre-Trade Risk gateway. “Redline 
clients have long benefited from our 
market-leading, ultra-low latency 
FX aggregation and trade execution 
components,” said Andrij Wowkodaw, 
Global Head of FX at Redline Trading 
Solutions. “Algo Trader for FX puts 
this power in the trader’s hands by 
extending these high-performance 

components with sophisticated 
algorithms to deliver best execution in 
one platform,” he added. 

Redline trading introduces 
Algo Trader for FX

Andrij Wowkodaw
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A live survey of the 773 attendees 
who joined the conference online 
across the two days found that 67% 

of those responding considered 
improved FX algo products to be the 
most important development to help 

their firms source new liquidity over 
the next 12 to 18 months (Figure 1). A 
further question took a closer at what 
had been the drivers for FX algo use, 
where the various events of 2020, 
the US election, volatility spikes etc, 
had prompted some 53% of industry 
participants to increase their adoption 
of algo trading, while only 15% 
believed it had remained the same and 
13% were less reliant on algo trading 
than before (Figure 2).

Over the coming year to 18 months, 
30% of respondents also expected the 
use of AI and ML to be increasingly 
used in execution algos. When it 
comes to TCA, 59% reported that 
their firm was currently using some 
kind of TCA solution, with 16% stating 
that this was mainly used to aid their 
algo selection (Figure 3).

PANEL DISCUSSION
These themes continued in an 
Automation Panel Discussion, where 
panellist Thomas Gentile, Director of 
Trading at Crabel Capital Management 
explained that as a buyside firm, they 
had been using electronic algorithmic 
execution methodologies in the FX 
space for many years now. He added 
that firms might even be considered a 
little bit remiss if they weren’t taking 
advantage of market movements or not 
impacting the market as much as they 
possibly could by not operating on a 24 
hour basis. “We develop all of our own 
algos in house and we trade on our 
own developed infrastructure. We’ve 
been trading NDFs electronically for 
quite some time now and we’re happy 
with the outcome,” Gentile added.

Whilst Brendan McMurtray, FX 
Electronic Trading & Market Structure 

Algos in the spotlight at 
TradeTech FX USA 2021
TradeTech FX USA returned in February, albeit in a virtual format, with the use of FX 
algos once again coming under the microscope.
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firm’s use of FX algorithms grew 
by almost 5% in March and April 
of 2020. As spreads have since 
tightened and sell side desks have 
started to find their footing again, he 
adds that FX algo usage has subsided 
but has still settled at levels higher 
than those seen pre-crisis. “Now, 
when we think about this, relative 
to automation, we don’t currently 
deploy algos within our automated 
trading system. But if we had, we 
may have considered pulling back on 
their usage in high volatility and high 
spread regimes, given the concerns 
around data availability,” he added. 
“It is critical to have a system that 
can be adjusted to reflect different 
market regimes and you have to 
have the data necessary to make 
statistically significant claims about 
your decision, otherwise you’re just 
picking an algo out of a hat.”

BUYSIDE CONCERNS
In addition, McMurtray notes that 
there have been three primary 
concerns from the buy side which 
have stood in the way of greater 
adoption of NDF algos, particularly 
for traditional asset managers. “This 
includes the typically higher fees 
associated with these offerings from 
the banks and handcuffing ourselves 
to our algo provider to roll our one 
month NDF algo execution to broken 
dates,” he says. “In terms of rolling 
NDF algos from standard to broken 
dates, which for us, given that we 
trade broken dates frequently, this is 
a particular concern.” He adds that 
several providers have come up with 
innovative offerings here, such as 
continuous swap hedging throughout 
algo execution and agency swaps 
liquidity provision, but in terms of 
access, there have been limitations 
from some of the most widely 
used multi dealer platforms in their 
ability to support these offerings. 
“While the concerns are primarily 
regulatory in nature, this is definitely 
something that needs to be resolved 
before NDF algos can truly take off 
amongst the traditional asset manager 
community,” McMurtray added. 

PLATFORM PERSPECTIVES
Matt O’Hara, CEO of 360T Americas, 
also reported an increase in algo 

usage during the period of market 
dislocation last year, noting that 
existing users of algos deployed 
these tools more frequently across 
360T’s platforms while some clients 
actually began using them for the first 
time as spreads widened out and it 
became harder for them to effectively 
execute full amount trades. He noted 
that trading non-Spot FX products 
in a manual fashion was particularly 
challenging during this time, but 
added that firms with access to the 
right data and automated trading 
solutions were able to overcome this. 
“High-quality data combined with 
automated trading gave buy-side 
firms that were using these tools the 
ability to execute much closer to the 
mid than those who were trading 
electronically but executing manually. 
That was very interesting because I 
don’t think many people expected 
that outcome,” he said. 

Meanwhile even though 
FXSpotStream’s focus is very much 
on automation, Tom San Pietro, 
CTO, FXSpotStream, explains 
that the trading strategies that 
work best are those that  support 
building relationships as well and 
it is those human interactions that 
make trading sustainable. He noted 
that their upcoming new algo 
product (see page 3) will follow the 
same successful model, enabling 
access to the FX algo suites of the 
FXSpotStream LPs through a single 
network connection. “We’re trying 
to take things in the FX algo space 
to the next level. We’re going to 
introduce an API that supports over 
70 algos and hundreds of parameters. 
It just seems odd to us that at the 
end of all the TCA and data analysis 
that has to be done to decide which 
algos you want to use, you still need 
a human to go sit in front of a screen 
and punch in all the parameters and 
pick your algos and send things off. 
We think it’s a logical progression 
to move away from that.” Yet he 
says from their experience of getting 
this product rolled out that human 
relationships and interactions are 
even more necessary, but that 
automation and efficiency just allows 
the conversations that people have be 
more based on data analysis and to 
add value. Figure3: Motivation for Using TCA

Figure2: FX Algo Drivers

Figure1: Sourcing of Liquidity
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According to the BIS report, while 
the overarching goal of Execution 
Algorithms (EAs) is to achieve 
optimal execution, there are several 
competing dimensions to this goal 
which will be defined differently 
for different users depending on 
their individual objective functions. 
It notes that although various 
types of EAs can accommodate 
several preferences with respect to 
execution, no single EA can optimise 

all aspects simultaneously. Instead, 
the report argues for the need to 
‘strike a balance’ between minimising 
market impact, minimising exposure 
to market risk and maximising the 
certainty of completing a trade: the 
“execution trilemma”.

The main trade-off, however, is 
identified as being between market 
impact and market risk. But in 
practice, what impact should this 
consideration have on a trading firm’s 
choice of execution algo? 

“There are different strategies for 
different trading needs, market 
conditions, or even trading styles, 
so the choice of algo execution 
should be more easily answered by 
understanding the underlying need 
of the trade in question. The first 
and most important question for a 
buyside firm to answer is ‘what do 
I want out of this algo?’” says Kate 
Massey, eFX Distribution, EMEA, 
at Nomura. For example, Massey 

explains that one of Nomura’s 
strategies, Ninja, is a purely passive 
algo, meaning it never crosses a 
spread and is ideal for capturing the 
best possible levels in the market. In 
turn, Ninja helps to reduce market 
impact and is great for larger trades 
according to Massey as it slices up 
orders, distributing across a number 
of venues for a certain time period. 
This means a trader may need to be 
a bit more patient to complete the 
execution effectively and therefore 
accepts greater market risk, she 
adds. “Conversely, another strategy 
of ours, Shogun, is the opposite. It 
is fast and more aggressive with the 
purpose of getting it done quickly. 
As a consequence, Shogun would 
have a greater market Impact over 
Ninja, but potentially less market 
risk,” Massey says. “Depending on 
the circumstance and the need, the 
client would choose one over the 
other and all execution strategies 
should be made on a case by case 
basis.”

Understanding the FX algo 
‘execution trilemma’
One of the central themes in the BIS report on FX execution algorithms 
(EAs) and market functioning was the notion of an ‘execution trilemma’, a 
concept created to help FX algo users better understand that every execution 
strategy entails a trade-off. How then should buyside firms best approach this 
problem and what can FX algo providers be doing to help? Nicola Tavendale 
investigates. 

Nicola Tavendale

8 February 2021 9February 2021



IN
D

U
ST

RY
 V

IE
W

S

IMPACT ON ALGO CHOICE
Andrew Cole, FX Algo Product Manager 
at J.P. Morgan adds that the longer the 
algo duration, the lower the percentage 
of volume and therefore (on average) 
lower the market impact. At the same 
time, however, a longer duration 
increases the risk of a market move 
during the execution and therefore 
heightens market risk. “This trade-off is 
important,” Cole says. “If a buyside firm 
believes a market move is imminent, 
additional market impact is perhaps 
acceptable to close a position over less 
time and thus avoid trading through 
the price change. Perhaps it should 

impact a client’s choice of execution 
algo more than it does currently i.e 
be more important. Yet the majority of 
our largest algo clients traded over 75% 
of their volume via a single order type 
last year.”
 
Even so, the BIS report highlights the 
additional impact of ‘user choice’ ie 
user-specified settings on the level of 
aggression or urgency for an execution. 
According to Cole, this perhaps helps 
to explain why a single strategy can be 
enough for some clients; the flexibility 
offered by user configuration within 
a strategy can cover a lot of different 
market conditions. He continues: “J.P. 
Morgan doesn’t just offer an algorithm 
that tracks POV, for example, it allows 
clients to select from different levels 
of “urgency” which correspond to 
pre-configured levels for higher/lower 
POV. For those clients that don’t feel 
the POV levels programmed by J.P. 
Morgan adequately suit their needs, 
they can even customize these preset 
POVs to levels they prefer.” Similarly, 
he explains that the bank’s spread 
tracking algorithms simplify the 
selection for clients by creating multiple 
“speed” options which effectively 
target different levels within the spread, 
different speeds with which they react 
to activity in the market or multiple 
groupings of liquidity that they can 
utilize. “All our algos work to some 
extent in this way, while some strategies 
are traditionally considered more 
market impactful they can in each case 
be customized to be more or less so,” 

Cole adds.
Ultimately for each execution, buyside 
traders need to weigh up the cost of 
immediate execution, which typically 
incurs market impact, with the cost 
of market risk, usually from a more 
passive style of execution, argues Ralf 
Donner, Global Head of Client FX Algo 
Execution at Goldman Sachs. “Many 
clients have a conscious or subconscious 
utility function for market risk, which 
may be the result of a PM’s directive 
or experience trading that market,” he 
says. “It is an important consideration 
because the performance versus a 
chosen benchmark will depend on 
the choices made.” In addition, the 
BIS identifies a third source of risk 
as incomplete execution, he adds, 
explaining that this is mostly relevant 
for opportunistic trades such as take-
profit limit orders or stops.

MAKING DECISIONS
Donner notes that the modification 
of user-specified settings is therefore 
useful as it allows traders to tweak the 
algo’s behaviour intra-trade and adjust 
the balance between market impact 
and risk to suit market conditions. 
“For example, if the target had been a 
certain amount of market risk, but the 
currency pair is trending heavily against 
the execution, then a re-assessment of 
the total expected cost of execution and 
a switch to a more aggressive execution 
style may be warranted. User choice may 
also permit a client to adjust the types 
of venues being accessed to affect this 
optimization problem, e.g. favouring 
venues with softer mark outs such as 
internal matching engines,” he says. 
 
Meanwhile, John Turney, Head 
of Global Foreign Exchange 
at Northern Trust Capital Markets, 
adds that overall the use of execution 
algorithms allows for buy side FX 
traders to have flexibility in execution 
strategy. “At its core, this could mean 
executing immediately, via risk transfer 
or an aggressive algorithm,” he says. 
“Central to both of these execution 
decisions is a firm understanding of the 
alpha profile of the specific order at the 
time of execution.” In addition, as the 
universe of execution algos proliferates, 
providers are increasingly giving 
traders more flexibility in execution, 
Turney explains. “If the first generation 
EAs were simplistic in terms of style, 

primarily focused on lengthening the 
execution window to reduce market 
impact or allowing for buy side traders 
to attempt to capture spread, the 
evolving EA offering continues to give 
more control to buy side traders in 
how they execute,” he says. “It can be 
a frustrating experience to see prices 
in the market you would be happy 
executing at, only to see the algorithm 
is not trading fast enough. At the end 
of the day, the algo is a tool for the 
trader, so providing traders with greater 
flexibility to an algo’s optimal pace and 
strategy should lead to greater algo 
adoption over time.”
     
Another important trade-off is between 
trading costs and opportunity costs, 
according to the report. Yet the reason 
for trading, for choosing to use an 
algorithm, for deciding to prioritize 
market risk over market impact - these 
are all decisions traders make on every 
order, argues Turney. “You can extend 
this to the trade-off between trading 
costs and opportunity costs. Specific 
to Northern Trust, many of our FX 
algo customers are executing foreign 
exchange off the back of security-
related activity,” he says. “In this 
sense, they have a need to complete 
each order and prioritize the execution 
certainty that strategies such as TWAP 
provide.” According to Turney, the style 
of algorithms which focus on certainty 
of execution integrate seamlessly 
with CompleteFX, Northern Trust’s 
rules based, systematic approach to 
outsourced FX execution. “CompleteFX 
is built to provide customers with 
transparent execution, focused on 
minimizing market impact while 
reducing operational risks in an 
automated and highly customizable 
fashion,” he adds.

TAKING A MORE NUANCED APPROACH 
In addition, Massey explains that there 
are a multitude of algo providers and 
strategies on the street, so it can be a 
bit daunting for a user to know which 
one to choose and how exactly it 
works.  “At Nomura, we have always 
aimed to keep the strategy choice and 
user settings simple without comprising 
on performance,” she says. “Broadly 
speaking, we find most users will tend 
to stick to the standard settings to 
begin with, however often some will 
look to amend the settings mid-flight.” 

Ian Daniels, Head of e-FX Distribution 
EMEA at Nomura, agrees, adding 
that because performance is largely 
driven by market impact and liquidity 
access, hybrid algos can also be useful 
because by their nature they will look 
for changes in market events and 
adapt themselves and their parameters 
accordingly. For example, hybrid algos 
can see what the current trading period 
looks like when compared to an historic 
time period and work out how to 
interact with liquidity and with what 
liquidity to interact. “This is where the 
quality and diversity of your provider’s 
liquidity access comes into play. Does 
the algo need to slow down or speed 
up, should we be utilising the primary 
market where liquidity could be deeper, 
or go deeper into the liquidity pools 
to lessen market impact at that given 
moment?” he says.

FX algo providers can also support 
trading firms to understand and address 
the various trade-offs highlighted by 
the BIS report in several other ways, 
Daniels adds. He believes that detailed 
user guides and simple to follow cheat 
sheets can always prove useful, as will 
walking clients through their initial 
usage while still ensuring there is a 
human face there should they have 
any concerns. “This can be enhanced 
through active monitoring of algos, 
something that we feel is key and has 
become increasingly important during 
the pandemic,” Daniels says. “This goes 
back to simple principles about knowing 
your client, having conversations about 
why they would use an execution algo, 
what are they trying to achieve, what 
are their benchmarks, etc. Once you 
understand this, you can then suggest 
a suitable tool from the suite of algos in 
your kit.” According to Daniels, the BIS 
report also highlighted a wide range of 
clients that currently utilise algos and 
their drivers are different. For example, 
he notes that while Central Banks’ 
main motivations are to reduce trading 
costs, improve productivity and access 
multiple liquidity pools in order to 
reduce market impact, small to mid-size 
regional banks tend to mainly target 
swift execution instead. 

Furthermore, Coles notes that the 
BIS report has created the notion of 
a trilemma to outline the starkest 
decisions a firm must take when 

selecting their algos. However, the 
paper also acknowledges that user 
preferences don’t typically sit in the 
corners; clients want to reduce market 
risk, market impact and opportunity 
cost, he explains. In addition, algos that 
reduce market risk don’t necessarily 
have to create market impact; providers 
with high internalization ratios, such as 
J.P. Morgan, might allow firms to exit 
large quantities of risk in shorter time 
periods without generating significant 
market impact, Cole says. “Trading 

“The choice of algo 
execution should be 

more easily answered 
by understanding the 

underlying need of the 
trade in question.”

Kate Massey

“The majority of our 
largest algo clients traded 
over 75% of their volume 

via a single order type 
last year.”

Andrew Cole

“Many clients have a 
conscious or subconscious 
utility function for market 

risk, which may be the 
result of a PM’s directive 

or experience trading 
that market.”

Ralf Donner

The execution algorithm trilemma

Source: BIS
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decisions are not without trade off, but 
decision making doesn’t have to be in 
the corner of the triangle,” he adds. 
“Firms should focus their algo usage 
on providers like us who can offer 
nuanced ways of operating within the 
trilemma, as opposed to at its outer 
corners.”
  
HELP FROM ALGO PROVIDERS
J.P. Morgan has also been offering 
a version of hybrid algorithm for 
many years, Cole says.  For example, 
on the bank’s single dealer platform 
clients can select ‘One Cancels Other’ 
(OCO) strategies that combine two 
order types running in parallel. He 
adds that J.P. Morgan’s new Adaptive 

order is also a perfect example of a 
hybrid and dynamic execution within 
a single order. “Algo providers have 
to accept that client choice extends 
beyond what is neat or easy to provide. 
While additional strategies and greater 
flexibility can intimidate clients that are 
new to algorithmic trading, at the more 
sophisticated end of the spectrum these 
features are necessary to capture the 
exact behavior a client with extensive 
experience may want,” Cole explains. 
However, he warns that giving clients 
appropriate transparency around how 
the algo they’ve selected will act within 
the market context is just as important. 
“Tools like JPMorgan’s algo central 
gives the client as much visibility as 
possible over expected risk, cost and 
duration with which to weigh up the 
various tradeoffs cited within the BIS 
report,” Cole says.

A key source of opportunity cost for 
algos also arises from the use of a no 
worse than limit price to control an 
algo’s execution, argues Donner. He 
believes that some firms deliberately 
avoid making any limit-price 
interventions in algos to avoid potential 
opportunity cost, while others prefer 
to intervene frequently. “The jury is 
out on which approach is better in the 
long-run, although of course there are 
individual examples of algos that have 
been greatly helped or hindered by 
pausing execution,” he says. However, 
the battleground for the most popular 
algos has always been the hybrid algo, 
according to Donner. “Hybrid algos 
have the advantage that they never 
get into a situation of being completely 
passive in a market without any demand 
for liquidity or sweeping an orderbook 
that is not being replenished,” he 
explains. For example, at least one 
component of the hybrid algo will likely 
continue to function under changing 
market conditions and the algo can 
attempt to respond to changing market 
conditions in a way that the pegged 
or sweep algo may not be able to 
do, he says. “Overall, we believe that 
analytics continue to hold the key to 
getting the right choice of algo and algo 
parameters and to allow an intra-trade 
re-assessment of the various risk factors. 
We continue to invest heavily in our 
analytics offering, and we are currently 
working on a cross-asset class approach 
to TCA,” Donner adds.

“Navigating FX liquidity also requires 
a dynamic approach to execution,” 
warns Turney. “While the pillars of 
decision-making remain minimizing 
market impact, maximizing execution 
certainty as well as minimizing 
market risks, the optimal result for 
many market practitioners may lie 
somewhere at the intersection of these 
three competing values.” He believes 
that EA providers must continually 
invest and innovate to gain market 
share, and mind share, as traders 
evolve their algo expectations.
 “At Northern Trust, we have 
addressed this with our latest algo 
offering, a strategy called CompTrap, 
which, at its heart, gives users 
greater flexibility in how the algo will 
opportunistically deviate from a TWAP 
baseline, defining the time, percentage 
of completion, or price levels which 
will flip the algo from a passive to a 
more aggressive state in an effort to 
outperform benchmarks such as TWAP 
or arrival price,” Turney says.
 
At the same time, because there are 
so many diverse participants in the 
FX market, it can be hard to isolate 
what is affecting price action. “One 
of the tenets of algo execution is 
that over time, you should be able 
to realize fewer trading costs by 
optimizing execution and reducing 
market impact. You would not want 
to draw too many conclusions from a 
single order or transaction,” Turney 
explains. “Here is where leading algo 
providers can still aid the buyside 
trader, by providing more data from 
both a pre-trade and post-trade 
perspective.” For example, pre-trade, 
large algo providers can use their 
execution history and view of current 
market conditions to better estimate 
execution costs for similar orders and 
how various execution strategies may 
perform, says Turney. “However, this 
may be harder for buyside firms given 
they do not have the same universe 
of algorithmic execution history to 
fall back on,” he concludes. “In terms 
of post-trade reporting, large algo 
providers can enhance the TCA and 
performance data they share with buy 
side traders, including things such as 
peer analysis which can help customers 
assess how their execution strategy 
is performing vs a group of similar 
peers.”

“Navigating FX liquidity 
also requires a dynamic 
approach to execution.” 

John Turney

“Active monitoring of 
algos, is key and has 
become increasingly 
important during the 

pandemic.”

Ian Daniels
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AES® FX
Crossfinder+ FX

Trading can be like a Swiss box of chocolates. Expensive.
But it doesn’t need to be that way.
AES® FX offers access to a bespoke, passive-only liquidity pool 
which supplements your current algorithmic execution. Benefit from 
increased passive execution in a low market impact environment. 
Now that’s sweet!

To find out more about Crossfinder+ FX, please contact your 
Credit Suisse Sales representative.

credit-suisse.com/aesfx
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Michael, we last interviewed Shell in 
FXAlgoNews 6 years ago. At that time 
the firm was a pioneer in adopting 
algorithmic FX trading. However, 
pioneers sometimes “catch the arrows” 
so what advice would you give to other 
firms who are just starting out on a 
similar journey?

Whilst it may sound obvious, the most 
important element of algorithmic 
execution is actually quite simple, 
understanding your objectives. Only 
once you understood what you want 
to achieve in terms of your execution 
strategy is it possible to determine 
which algo strategies are appropriate. 
After that, it is all about data. Once 
you have set your strategy, the data is 
a key element to understand how well 
the specific products, which at times 
can sound homogenous, delivered 
against that strategy. The subsequent 
selection of products, and associated 
settings available on each of them, can 
subsequently be tweaked, as can the 
broader strategy and objectives.

What are you trying to achieve by 
using algorithmic FX trading and what 
are the most important benefits that it 
delivers for your team?

There are a number of potential 
benefits that we look at; liquidity 
and smart order routing, automation 
and confidentiality. Liquidity and 
smart routing really depend on the 
intelligence of the algo, and its ability 
to clear risk across different venues 
in a way that does not cause market 
impact. 

Automation allows us to clear risk 
on a no touch basis, routing trades 
automatically to an algo to clear time 
sensitive positions in an effective 
manner. Confidentiality applies mainly 
to positions over a certain threshold, 
to limit the risk of information leakage. 
Whilst these benefits are all tangible, 
there is a clear trade off against the cost 
of the algo. These products aren’t free, 
algos are therefore only one of the tools 
that we use to manage risk.

How do you go about measuring the 
effectiveness of your algorithmic FX 
trading?

Data is absolutely key to measuring 
success, I don’t think it is possible 
to truly understand the success or 
otherwise of an algo strategy (vs RFQ/
RFS/voice) without it. When we first 
started in this area, we built our own 
internal TCA tool, which allowed us 
to assess algo strategies against each 
other and against our other strategies. 
In recent years, as third-party TCA tools 
have evolved, we have discontinued 
to this, and now use BestX to assess 
performance. This includes all FX 
execution strategies, not just algos.

As the use of execution algorithms 
grows in popularity and becomes more 
prevalent in FX do you think there 
needs to be more regulatory oversight 
of this form of trading and what role 
can large firms like Shell play in helping 
the industry find the right balance?

Governance in the algo, and electronic 
execution space in general is absolutely 
key. This is vital for a couple of reasons; 
to ensure markets continue to operate 
in a fair and effective manner, to ensure 
that clients achieve their execution 
aims, whilst having confidence in 
algorithmic and electronic execution 
strategies. Whilst it should go without 
saying that the algo providers have a 
huge responsibility to deliver this, I also 
believe the buy side have a responsibility 
to understand the products that they 
are using and the way they are using 
them. Whilst this may not extend 
to in-depth market micro structure 
discussions, the buy side should seek 
to actively challenge their providers to 
understand how the product works and 
particularly the control and governance 
mechanisms that form part of the algo 
(kill switches for example). Shell is part 
of, and welcomes, the progress in this 
area as part of the 3-year review of the 
FX Global Code.

A few points of view from a 
pioneer in algorithmic FX trading
With Michael Dawson, head of liquidity and foreign exchange at Shell

Michael Dawson

The Shell front office team
in Singapore and London

manage over 30,000 FX
requests a year covering

hundreds of billions of total
flow in spot, forwards and
swaps in 40 currencies. As

the firm now puts up to 50%
of spot flows through algos
we asked Micheal Dawson a

few key questions about
algorithmic FX trading.
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The explosive growth of digital data has boosted 
the demand for expertise in trading strategies 
that use machine learning (ML). This revised and 
expanded second edition enables readers to build and 
evaluate sophisticated supervised, unsupervised, and 
reinforcement learning models. This book introduces 
end-to-end machine learning for the trading workflow, 
from the idea and feature 
engineering to model 
optimization, strategy 
design, and backtesting. 
It illustrates this by using 
examples ranging from 
linear models and tree-
based ensembles to 
deep-learning techniques 
from cutting edge 
research.

https://www.google.co.uk/books/
edition/Machine_Learning_
for_Algorithmic_Trading/ 
4f30DwAAQBAJ?hl=en&gbpv= 
1&printsec=frontcover

RE
SE

A
RC

H
 &

 R
EP

O
RT

S

Transaction Quality 
Analysis Set To 
Replace TCA
 
New research 
produced 
by GreySpark 
Partners makes 
the case for a new 
form of pre- and 
post-trade TCA 
reporting that 
utilises a breed of 
Big Data known as 
Smart Data to provide buyside firm trading desks and 
their end-investor clients with a greater understanding of 
the quality – as opposed to just simply the ‘effectiveness’ – 
of trader decision-making on an order-by-order basis. The 
new research report titled Transaction Quality Analysis Set 
to Replace TCA – argues that the informal rules regarding 
the use of TCA to prove best execution on equities and 
non-equities asset classes alike have changed since the 
implementation of post-financial crisis regulations. 

https://dzq0nzcseqxfs.cloudfront.net/wp-content/uploads/2020/08/GreySpark-
Partners-Transaction-Quality-Analysis-Set-to-Replace-TCA.pdf

Machine Learning For 
Algorithmic Trading
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State Street’s suite of FX algos was 
recently made available on multibank 
platforms BidFX and 360T. What 
prompted this move?

Client demand to access our algo 
offering has been very high across 
a wide range of platforms.  As a 
result, and to highlight our continued 
commitment to our clients and 
investment in the client algo business, 
we decided to expand our algo 
offering on BidFX and 360T to meet 
our clients where they want to trade 
and provide them with a full set of 
execution tools.

The algo execution space has become 
crowded over the years, starting from 
a few providers 10 years ago to 20+ 
providers currently. What is your key 
consideration in designing your algo 
suite to stand out in the competition?

Client experience is a key theme 
of State Street’s FX services and 
algos are no exception. We listen to 
our clients concerns about what is 
lacking in the algo market and we 
implement suggestions that provide 
additional value to them. Based on 
this feedback, we offer a succinct 
suite of algo strategies, allow for the 
curation of liquidity providers, offer 
in-flight transparency and control of the 
orders, segregating our algo orders for 
information security purposes while also 
providing 24 hour algo support.

Franchise liquidity is a very important 
factor for our clients. They recognise 
our unique market position as a global 
custodian with a top volume ranking 
with Real Money clients. They know 
that through our internalisation with 
Real Money clients, State Street can 
provide immense value with liquidity, 
which is not available from other 
providers. Central to our offering is our 
differentiating feature called Interest 
Match, our peer-to-peer matching 
of algo interest to our franchise 
liquidity. This match helps to reduce 
market footprint, market impact and 
information leakage. Clients have the 

flexibility to add Interest Match to 
existing liquidity venues, or they can 
also choose “Interest Match only” 
isolating executions to our franchise 
interest.

Can you tell us more about your 
Interest Match feature?

Interest Match enables our algo orders 
to be matched with our franchise 
positions that originate from both our 
custody franchise and our large external 
third party business. In addition to 
matching with franchise positions, our 
algo clients can also match their algo 
orders with peer algos executing in the 
opposite direction via Interest Match.  

Some of our competitors offer skewed 
streaming prices during algo execution.  
The rising client concern that these 
skewed streams potentially introduce 
excessive market impact and signal 
risk during algo execution has caused 
us to re-think this offering. Clients are 
also concerned about who they are 
matching with on these skews and how 
often and persistent these skews are 
being shown in the market. 

We are working with our clients to 
address these concerns by adding a new 
enhancement to Interest Match. This 
pioneering work will provide a more 
targeted and subtle mechanism than 
traditional skewed price streams that 
matches client algo interest to our eFX 

State Street – focused 
on meeting increasing 
client demand for FX 
algo execution
State Street has made a number of significant changes to its suite of popular 
FX algo strategies over the past few months. Mary Leung, Global Head of Client 
Algos at State Street, explains how these changes further reinforce the bank’s 
commitment to meeting the constantly evolving needs of its FX algo clients.

Mary Leung
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franchise client interest. Clients can be 
confident they are matching with peer 
liquidity, who have genuine interest to 
trade, resulting in dramatically reduced 
information leakage.

What do you offer to clients in terms of 
flexibility when using your suite of FX 
algo strategies?

In-flight control and transparency are 
important to clients, so we developed 
our offering to allow clients to 
dynamically interact with their orders 

any time during algo executions. This 
includes changing liquidity venues, 
speeding up/slowing down, pause/
resume etc. Last year we also rolled out 
single-sign-on capability on multibank 
platform FXConnect, to launch into our 
single dealer platform VectorFX with a 
single click. In VectorFX, we provide full 
transparency to our clients via real time 
transaction cost analysis (TCA), allowing 
them to view how their orders are 
filing against the market, the execution 
venues and slippages against various 
benchmarks.  

We also offer “Fill Options” 
functionality for clients who want to 
stay engaged at critical moments. Fill 
Options allows a client to execute 
either a portion or the remaining of the 
order via our streaming price within the 
parent child algo structure. 

We transparently display both our price 
and the estimated “would-be” parent 
algo average price prior to execution.  
This has proven very popular with our 
clients. 

Do you have new developments 
or releases lined up for the coming 
months which you could share with us?

In addition to our Interest Match 
enhancements, we are rolling out 
bespoke “algo of algos” solutions for 
our clients, which enables clients to 
work their order in multiple child algo 
strategies. 

Given our franchise of some of the 
world’s biggest Real Money clients, we 
will continue to talk to them and listen 
to what they need. There are many 
developments still to come as we talk 
through those possibilities with our 
client base and we continue to invest 
heavily in this area.

Source: Eurom
oney

State Street’s strength amongst Real Money clients is reflected in last years 
Euromoney FX rankings

Control & Transparency. Execution at your fingers tips through VectorFX

Euromoney FX Rankings, June 2020

• #1 in Real Money E-Trading Volume
• #1 in Real Money market share
• #1 in overall Customer Satisfaction globally
• #1 in Reasearch for Real Money
• #1 in overall Customer Satisfaction for Real Money clients
• #1 in Service and Salesforce Customer Satisfaction in EMEA, APAC anmd 

Americas
• #2 in Research overall
• #4 in Emerging Market currency trading market share
• #8 in E-Trading overall
• #9 largest foreign exchange provider globally
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Nicholas Pratt looks at the use of FX algos across Europe to see where 
adoption has increased and what future tools are being developed.
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Continental Drift
FX algo trading spreads across 
Europe with France and Germany 
leading the way

Nik Pratt
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It is not always wise to look at 
continents as homogenous blocks 
but when it comes to the adoption of 
FX algos across Europe, there is little 
regional disparity, especially when it 
comes to the more advanced markets 
of France and Germany, home to 
some of Europe’s largest banks 
and some of its most active FX algo 
providers. 

So what are the challenges for FX 
banks in two of the more advanced 
European markets – France and 
Germany – as well as the technology 
vendors with a distribution franchise 
across Europe? 

The adoption of FX algos in France 
is especially developed. Its major 
banks, from Credit Agricole to Societe 
Generale to BNP Paribas, are all 
active developers and providers of 
FX algos. The central bank, Banque 

de France (BdF), is also a prolific 
user of FX algos. In its 2017 annual 
report, the central bank stated that 
over 60% of its trades were handled 
electronically, 20% of which were 
executed via algorithms. And then in 
June 2018, the BdF struck a deal with 
Quod Financial to use its adaptive 
FX platform to develop algorithms 
for liquidity seeking and managing 
market impact. 

NEW TECHNOLOGY
And adoption among buy-side firms 
is increasing, particularly among 
European corporates, says Asif Razaq, 
global head of FX Algo Execution at 
BNP Paribas. “We have definitely seen 
the use of FX algos growing across all 
sectors and across Europe. Last year 
saw a big rise in the number of new 
users, partly due to the pandemic. The 
usual trade execution channels were 
not available to them.” 

The new adopters are using algos 
selectively at first, deploying them 
for specific use cases rather than 
across their portfolio. However, as 
they become more familiar with the 
technology, the adoption is likely to 
increase.  And even though the return 
to normal conditions may see the rate 
of adoption slow initially, it is unlikely 
to see anyone give up their use of 
algos. 

The fact that FX algo adoption 
has increased at a time when the 
majority of people are working from 

home speaks volumes about the 
sophistication and ease of use of the 
algos, says Razaq. “It will be a catalyst 
for further adoption,” he says. 

“The algo market in general has 
seen new technologies brought to 
life. Algos are now a lot easier to use 
and buy-side participants are more 
comfortable with the technology. 
There is also a massive difference in 
the technology available from five 
years ago. This made it easier for 
buyside firms to make that leap of 
faith. It is now so much easier to use 
algos and to integrate them into your 
workflow,” says Razaq.

FINTECH
France has also developed a strong 
fintech culture with its banks at the 
forefront and helped by government 
support. In March, the French 
government announced a $4.3 billion 
support package for startups designed 
to help them find seed capital and to 
avoid them being acquired by larger 
firms. 

With the advent of Covid, liquidity 
was a big concern and in June the 
government announced additional 
measures. The public investment 
bank Bpifrance launched an 
investment fund for key technology 
companies offering a number of 
financing options. Meanwhile 
France’s financial regulator, the 
Autorité des Marchés Financiers has 
launched multiple fintech initiatives 
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over the last five years such as the 
Fintech Forum in July 2016. 

Artificial intelligence (AI) has been a 
particular focus in France. There are 
currently more than 450 AI-based 
startups registered in France, many 
of them based on financial services. 
According to some French fintechs, 
the prevalence of AI startups is 
rooted in a cultural and educational 
heritage – from the pioneering work 
of French computer scientist Yann 
LeCun to the Grand Ecoles and 
their engineering graduates, many 
of whom have gone on to banks’ 
quantitative teams. 

“As a French bank, we’re known as 
strong quantitative players,” says Razaq. 
“This has helped us to develop strong 
algos and constantly innovate. The 
technology development at the bank is 
mirroring that at Silicon Valley.”

BNP Paribas, for example has developed 
an AI tool, called ALiX, as part of its 
FX algo offering. It uses AI and natural 
language processing (NLP) to replicate 
human trading traits and react to real-
time data and changes in the market. It 
also ‘talks’ to the client, informing users 
about volatility in the market or market 
intelligence. 

“It gives the algo a voice and tells the 
client exactly what it is doing,” says 
Razaq. “It is a big step away from the 
black box approach of the past. Now 
users are getting live commentary from 
a chat screen. Clients can also talk back 
to ALiX. It can crunch data and give 
eurodollar trade volumes for example. 
Clients are able to get a feeling for the 
underlying market.”

The adoption of FX algos has increased 
as a result of the move to working 
from home and the launch of ALiX 
has especially helped, giving users 
market feedback in their own home, 
says Razaq. The move to working from 
home has created some compliance 
challenges so all messages are recorded 
and ALiX is accessed via Bloomberg 
and its app store, meaning that clients 
are interacting with ALiX through an 
approved channel. 

The corporate sector has hitherto been 
slower to adopt algos, says Razaq. 
“Many of them don’t have daily orders 
and were happy enough with traditional 
execution methods. However, they are 
increasingly executing larger order sizes. 
And as adoption of FX algos increases 
elsewhere, there is a greater curiosity.”
There remains some trepidation when it 
comes to taking an autopilot approach 
to execution, says Razaq. “One of 
the fears is getting an order wrong. 
So we have developed a new service 
where we can enter the order on the 
clients’ behalf, using the algo and then 
providing transparency and feedback on 
each order via transaction reporting,” 
says Razaq. 

“We have also developed a Get Me 
Out tool that acts like a panic button. 
We’ll show them a traditional risk order 
so they can switch back and forth. 
That’s helping clients become more 
comfortable with algos,” says Razaq. 
“Technology plays a big part.”

INCREASED APPETITE
The appetite for algorithmic trading 
has increased markedly over the last 
five years, says Nickolas Congdon, 
head of electronic trading services at 
Commerzbank. “While FX algo usage 
still lags equities, the industry has 
recently witnessed the proliferation of 
FX algorithm strategies via dozens of 
mediums,” says Congdon. 

There has also been an increase in the 
development of post-trade tools like 
transaction cost analysis, something 
more commonly associated with 
equities but has become increasingly 
important in FX trading as best 
execution demands have spread across 
asset classes.

A more recent driver of FX algo 
adoption has been the pandemic 
and the market volatility. “During 
the heightened price volatility, as a 
result of the pandemic, FX algorithms 
proved their worth,” says Congdon. 
“As spreads widened algorithms were 
instrumental in sourcing deep liquidity 
in what continues to be an increasingly 
fragmented marketplace.”

The October 2020 Bank of International 
Settlements (BIS) report highlighted the 
increase in electronic execution for spot 
from almost 55% of total turnover in 
2010 to approximately 70% in 2019. 
In addition, usage of FX algos has 
increased significantly and BIS estimated 
algos account for 10–20% of daily 
spot volume in G10, which equates to 
approximately $200–400bn worth of 
FX spot traded via algorithms each day 
globally.

And as the demand for FX algos has 
risen across Europe, its leading banks 
have sought to develop their FX algo 
offerings. “Deep data drives electronic 
markets and the leading banks are 
jockeying for an increased market share 
through an army of quants working 
to optimise trade execution and 
incorporating the next generation of 
artificial intelligence, machine learning 
techniques as well as mobile and tablet 
trading making it more efficient for 
traders to execute orders outside the 
office,” states Congdon.

The leading European banks continue 
to make significant investments in their 
proprietary technology and use their 
expertise to guide their franchise,” says 
Congdon. “Commerzbank is uniquely 
placed as both a market maker and 
liquidity consumer and our team of in-
house quant traders are continuously 
developing and analysing techniques to 
minimise our own hedging costs. This 
extends to our clients who exclusively 
leverage our extensive experience and 
investment in innovative technology.”

REGULATORY DRIVERS
The imminent arrival of new regulations 
and best practice guidelines, such as 
the FX Global Code of Conduct, is also 
likely to positively impact the adoption 
of algorithmic FX trading across Europe 
and also create demand for new pre 
and post trade analytical toolsets.

“Several global regulatory bodies and 
committees continue to review and 
improve best practice guidelines for 
execution algorithms for pre trade, real-
time, and post execution around both 
controls and order transparency,” says 
Congdon. “On a European level MiFID 
II, further defined in RTS6, introduced 
a comprehensive set of rules around 
algorithmic and high-frequency trading 
as well as various aspects of market 
microstructure that promote the 
transparency provided but these order 
types.”

“Transparency is at the essence of 
algorithmic trading therefore it is 
essential that providers ensure clients 
are aware of how their orders are 
handled and interact in the market. As 
this continues all signs indicate that 
the demand for this execution style will 
continue to grow.” he says.. 

At the same time that best execution 
is increasing demand for TCA tools, FX 
algo providers have also been taking 
steps to move away from the black-
box technology approach that typified 
the first waves of algo technology. 
“It's not the case that algo providers 
are attempting to obfuscate the inner 
workings of their robots for fear 
of giving away valuable intellectual 
property,” says Congdon. 

“It’s more that bank providers need 
to continue to educate clients around 
the interworking of these strategies. 
Banks should ensure clients have clear, 
easily accessible and understandable 
disclosures regarding trade execution 
and information handling allowing 
them to make informed decisions about 
the other market participants with 
whom they interact,” says Congdon. 
“We actively support third party 
anonymised peer benchmarking and 
continually encourage our clients to 
quantitatively evaluate the performance 
of the strategies across providers. A 
new initiative, championed by the 
Global Foreign Exchange Committee, 
is looking at encouraging banks to 
provide standardised disclosures 
or cover sheets on how their client 
execution algorithms operate which will 
help in demystifying these strategies,” 
says Congdon. 

There is also growing demand among 
European buy-side firms for a wider 
range of FX execution algos. “Demand 
will naturally continue to increase 
as providers continue to deliver new 
technology that enables client’s access 
to next generation strategies for other 
FX products such as NDFs, forwards, 
and FX swaps,” says Congdon. “These 
developments coupled with additional 
regulatory headwinds and best practice 
guidelines to promote transparency 
will further contribute to demand for 
FX algorithms. This ongoing increase in 
demand is reflected in our own client 
algo activity, which is up 36% year on 
year.”

It is therefore no surprise that European 
banks are still the main providers 
of FX algos, even if the presence of 
independent tech providers is growing. 
“Execution strategies by banks still 
account for the majority of executions,” 
says Congdon. 

“However, there are some tech 
providers that are offering turnkey 
solutions across several components 
from liquidity aggregation and order 
routing to algorithms, risk management 
and data analysis to regional banks to 
white label to their franchise. As a bank 
provider we are ingrained with our 
clients across multiple facets allowing a 
deeper relationship than just executing 
FX,” says Congdon.

OTHER FACTORS
One of the technology providers 
offering FX algos to both regional 
banks and buy-side clients is smartTrade 
who are therefore able to provide 
perspectives from both sides of the 
fence. According to John Stead, global 
head of pre-sales at smartTrade, one 
of two key drivers of FX algo adoption 
among regional banks has been 
competition. “FX banks see that their 
competitors are using algos and now 
they have to show their clients that they 
have them too.”

Not only are there corporates trading FX 
as an asset class and looking for more 
advanced execution methods, there are 
also corporates looking for other ways 
to hedge their FX exposure and are 

“Demand will naturally 
continue to increase as 
providers continue to 

deliver new technology 
that enables client’s 

access to next generation 
strategies for other FX 
products such as NDFs, 

forwards, and FX swaps.”

Nickolas Congdon

“Without a central order 
book, it is very expensive 
to get all the correct data 
points and to undergo all 
the back-testing. This will 
become more of an issue 
as the industry becomes 

more data-intensive.”

John Stead

“As a French bank, 
we’re known as strong 
quantitative players. 
This has helped us to 

develop strong algos and 
constantly innovate. The 
technology development 
at the bank is mirroring 
that at Silicon Valley.”

Asif Razaq
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willing to look beyond their traditional 
banking partners. At the one end are 
the aggressive buy-side firms looking to 
FX as a means of alpha generation. And 
at the other end are the firms that are 
looking to make their FX trading more 
efficient than relying on their custodians 
to execute all of their trading. 

The second driver has been the shift in 
responsibility, from bank to client, when 
it comes to FX execution. This is partly 
due to regulation, such as the likes of 
MiFID II, and the greater emphasis on 
best execution.

However, while all the large banks and 
the majority of regional banks offer 
FX algos, there is a still a challenge in 
persuading buy-side firms to adopt algos. 
“We see barriers to adoption every day,” 
says Ludovic Blanquet, chief product and 

strategic planning officer at smartTrade.  
“A level of education is needed from 
the liquidity-providing banks to their 
liquidity-taking clients.” Some of the 
barriers are around resources. For 
example, does the client trade in great 
enough volume to warrant the outlay 
on FX algos and the ancillary costs for 
some firms like colocation in a data 
centre. Then there are the data costs, 
ensuring that the right formats are 
used for inputs and outputs. And then 
there are the staffing requirements and 
ensuring that there is someone with 
enough experience to manage these 
data issues.

BEST EXECUTION
Another interesting area is best 
execution, says Blanquet. More algo 
providers are offering TCA services 
and reporting for best execution but 
buy-side firms need independent TCA 
rather than reporting from the algo 
provider. However, best execution 
and transaction costs is a much more 
complex issue in FX compared to 
centralised asset classes like equities.

“While this has been a critical factor in 
the use of algos for other asset classes, 
like equities, it is a much more complex 
issue in FX,” says Blanquet. “In the 
absence of a centralised order book 
or consolidated tape, what does best 
execution really mean? Currently there 
is no regulation and a use of improper 
benchmarks. At the same time, the 
buy-side is taking more control of their 
FX trading and using FX as more of an 
asset class than a back-office process. 
This should make the industry address 
the issue because the buy-side firms 

want the same standards they have for 
other asset classes.”

However, the costs involved could 
prove to be a barrier for all the non-
bank liquidity providers looking to get 
closer to the buy-side by offering FX 
algos. “Without a central order book, 
it is very expensive to get all the correct 
data points and to undergo all the 
back-testing,” says Stead. “This will 
become more of an issue as the industry 
becomes more data-intensive. There are 
more liquidity providers trading on a 
24/7 basis.” 

Another barrier to adoption is liquidity 
appropriation, where liquidity providers 
are unwilling to offer algos that can 
split liquidity to their competitors. “If 
you have 10-12 liquidity providers, do 
you take an equal amount from each 
one? How do you split them? That 
decision has to be made by the trader 
but they need to be well informed and 
educated about making that decision 
within an algo context and ensuring 
that they get a good return for their 
fund and achieve best execution,” says 
Blanquet. 

It is the kind of issue that can also 
affect the relationship between 
liquidity providers and takers, says 
Blanquet. In order to address some of 
these issues, smartTrade has developed 
a new module, AlgoBox which Stead 
describes as a “comprehensive 
container within which code can 
sit directly alongside the trading 
platform”. 

Through AlgoBox, users can access 
the key parts of the smartTrade 
platform, whether to source data or 
make changes to trading strategy 
or monitor their key algos. “We see 
this as a major step for algo users to 
escape the liquidity appropriation,” 
says Blanquet.smartTrade is one 
of the first technology providers 
offering algos. As FX algo adoption 
increases among European buy-side 
firms, so will the number of FX algo 
providers. It will therefore be critical 
that market participants are well-
informed about the options available 
to them. As Blanquet says, “Everyone 
will be an algo user in the next five 
years. Fundamentally it is a matter of 
education.” 

“ ..the buy-side is taking 
more control of their FX 
trading and using FX as 

more of an asset class than 
a back-office process”

Ludovic Blanquet

There is also growing demand 
among European buy-side 
firms for a wider range of FX 
execution algos
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Do you see AI and ML as key buy-side 
tools today?

Despite all the buzz, in reality we are 
not yet seeing AI and ML being utilized 
to nearly the same degree as all the 
hype would suggest, particularly on 
the buyside. Asset managers are still 
adopting FX algos in various capacities, 
whether they be in basic forms of 
simple WMR algo executions or picking 
up more complex broker or proprietary 
strategies for their executions. These 
tools, while no doubt quite clever, 
fall short of true AI/ML, and perhaps 
it’s important to draw that distinction 
somewhat, as the lines are sometimes 
blurred.

In that sense, it’s important to qualify 
the difference between real machine 
learning via real neural networks, versus 
what tools such as smart order routers 
are being used for today. The latter is 
being fully embraced by the market 
via automations centered around the 
integration of post trade analytics 
into a pre-trade decision process. The 

process in and of itself might look like 
machine learning, but in reality, it’s just 
sophisticated automation.

Are intelligent Algo Wheels gaining 
momentum in the FX industry?

We recently hosted a roundtable with 
more than a dozen head traders, where 
algo wheel usage was a highly-debated 
topic. We discovered that the first 
school of thought on this area was 
that even though a firm might have 
curated their wheel in a very particular 
fashion, the trader still doesn’t want 
to let the wheel make the decision 
for them wholesale. The same trader 
is in possession of high-quality TCA 
metrics which should help them make 
the appropriate determinations around 
optimal execution.
The second school of thought centers 
on the notion that algo wheels, when 
used judiciously, can effectively reduce 
the potentially costly effects of trader 
bias. This argument, among our 
panel, seems gradually to be gaining 
acceptance. We believe that with the 
advent of more accessible and reliable 
data, and the systems to consume it 
and present it meaningfully at point-of-
trade, the usage of FX algo wheels are, 
if anything, likely poised to increase.

What are FactSet’s plans for introducing 
AI/ML to its FX product suite?

FactSet has a well-established cognitive 
computing team that is leveraging AI/
ML/NLP to create sophisticated solutions 
across its client base. There are also 
third-parties we are talking to that have 
established solutions in this space.  It is 

no exaggeration to say that we see a 
great potential in leveraging predictive 
analytics for the enhancement of 
pre-trade decision making capabilities 
– both manual and automated – but 
we also want to make sure that there is 
a level of transparency in the decision-
making process that provides clients a 
level comfort to use these technologies 
with confidence.

Can clients leverage their own AI 
infrastructure to create and deploy 
algos via FactSet?

From the beginning, we have wholly 
supported our clients’ ambitions to 
combine vendor technology with 
proprietary (in-house) expertise, to 
achieve something not possible without 
each respective element working in 
concert. Needless to say, if clients have 
access to their own AI-based tools and 
they plan to integrate those into our 
execution platform, then we support it 
fully and robustly.

Beyond the APIs themselves, we provide 
our clients with tools to test their 
strategies before implementing them, 
and furthermore we allow them to 
augment FactSet proprietary algos to fit 
their particular trading needs.
One of FactSet’s core tenets is 
supporting innovation in technology, 
which includes supporting proprietary 
client initiatives. For us to do that 
effectively we need to stay ahead of the 
technology curve. It is by no means a 
static process. Nor is it a mere tag-line. 
It requires considerable investment and 
re-evaluation to keep our APIs at the 
forefront of what the market demands.

Exploring the use of 
emerging technologies 
in FX algo trading
The use of next generation  technologies in FX algo trading has been a hot topic 
of late, although many of the practical implications still tend to not be very well 
understood. Christopher Matsko, Head of FX Trading Services at FactSet, talks to 
us about the solutions available. 

Christopher Matsko
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BGC Partners has recently started 
delivering white label FX algo 
solutions to the sell side. What 
prompted this move?

BGC Partners has had significant 
success with our award-winning 
Equity Algo platform and decided 
to expand into other products.  FX 
was a natural progression but we 
recognized that establishing and 
building market-share in a crowded 
sell-side provider space was going 
to be challenging.  So rather than 
compete with the banks, we decided 
to focus on establishing partnerships 
to provide highly customizable tools 
and allow our bank clients to focus on 
other areas of differentiation with their 
end clients.  At a high level, the FX 
algo space is somewhat commoditized 

with most providers offering strategies 
that fundamentally do similar things.  
We realized that our cutting-edge 
technology coupled with our flexible 
implementation would allow us to 
provide individual solutions that banks 
could bring to market with minimal 
effort and investment.

Have there been any notable changes 
in the market which are driving 
demand for these services?

Institutions have always been focused 
on managing costs and as profit 
margins have shrunk, reducing costs 
has been key in trying to maintain 
profitability.  More and more, banks 
are realizing that the cost of building, 
testing, enhancing and supporting 
solutions can be significant so 
outsourcing commoditized solutions has 
become a great way to reduce costs.  
While FX Algo usage continues to 
grow, we’ve had feedback from banks 
indicating that the investment for an 
internal FX algo build doesn’t always 
justify the returns.  White labelling algos 
is one way that banks can reallocate 
spend and resources towards enhancing 
their strengths and differentiators while 
allowing them to continue providing the 
execution capabilities that their clients 
need.  FX providers recognize that any 
significant player in the space must have 
algos in their offering so partnering with 
BGC provides an easy, economical entry 
into the space.  

What can leading FX providers expect 
in terms of unique benefits when they 
partner with you?

We are commercially flexible and 
focused on partnerships that 
benefit both parties.  We have an 
extraordinarily customizable product: 
existing strategies can be enhanced 
to accommodate specific client 
requirements and new strategies can 
be easily added to provide clients 
with the best execution options 
available.  We’re also able to leverage 
the BGC Global Markets support 
team and infrastructure to provide 
world-class support to all of our 
clients. 

How do you customise your offering 
to meet the different needs of 
various FX providers? For example, 
an established tier one bank 
compared to a newer entrant to the 
FX algo space.

Established banks with large client 
bases can leverage our client 
level customization capabilities to 
accommodate different system 
requirements while newer entrants 
can shorten the time to market and 
reduce spend on building solutions 
and connectivity.  Both types of firms 
will benefit from our internalization 
capabilities and cost savings provided 
through our platform and our Global 
Support model.

Providers will need to respond 
to the changing needs of their 
clients, particularly as they grow in 
sophistication. What is the level of 
flexibility and support you offer to 
providers to help ensure they are 
meeting these needs?

BGC Partners offers 
White Labelling of their 
FX Algo trading platform 
to Sell Side institutions
FXAlgoNews spoke with Robert Gomprecht, Managing Director, Algo Sales at BGC 
Partners to discover more about his firm’s new FX algo trading services.

Our framework offers extensive 
customization capabilities from simple 
adjustments within our existing 
strategies to the creation of bespoke 
strategies using our extensive library 
of components.  Our research and 
development teams are constantly 
working to improve our product offering 
and the underlying components based 
on proprietary TCA framework so clients 
will benefit and see savings from our 
regularly scheduled upgrades.

What are the benefits of taking a 
long-term approach with banks and 
working closely with them as a partner 
to build their FX algo offering?

Our bank partners have strong, 
longstanding relationships with their 
clients.  Our approach is to establish 
strategic relationships with these 
partners to help them provide a 
best-in-class algo execution service 
to those clients.  Our dedicated algo 
development team is constantly 
monitoring executions and working 
to adjust strategies to ensure best 
execution for end clients.  This 

approach works well for our bank 
partners because it allows them to 
focus their resources and spend on true 
differentiators while still providing a 
full suite of execution mechanisms in a 
very commoditized space.  In addition, 
our clients get access to our top-notch 
Quant team to get input on strategy 
changes, parameter adjustments and 
new execution methodologies.

Why does the scale and experience of 
BGC Partners stand to benefit banks in 
terms of the level of support they can 
expect to receive?

As mentioned earlier, we have the 
size and scope of the BGC Partners 
Global Markets support team behind 
us.  Our FX Algo support team 
provides proactive customer service, 
live phone support and quick email 
responses from specialists with 
subject matter expertise.  The main 
goal of this team is to provide regular 
communication and speedy resolution 
for all issues.  This team also collects 
and collates detailed information on 
all client requests and issues for trend 

analysis and prioritization of future 
development.  

What are your plans to grow and 
further enhance the offering over the 
coming year?

Our FX product roadmap for 2021 is 
focused on adding NDF algos to the 
suite and adding strategies based 
on market feedback.  We have also 
prioritized adding artificial intelligence 
to our strategy logic and are constantly 
focused on enhancing our smart order 
router to minimize market impact and 
improve client experience.  Finally, 
we regularly review our liquidity 
provider quality and performance and 
make changes to ensure clients have 
access to optimally curated pricing.  
Beyond FX, we are rolling out US 
Treasury algos – we’ve already started 
conversations with clients and expect 
adoption to be swift.

For more information about White 
Labelled solutions from BGC Partners 
please contact:
fxalgosales@bgcpartners.com

Robert Gomprecht

We are able to leverage the BGC Global Markets support team to provide world-class support to all of our clients
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The Quant Bootcamp program consists of lectures, live 
Q&A sessions and exercises sourced from the content of 
the ARPM Lab, as well as guest speakers and networking 
opportunities. It will be presented from August 16-21st 
2021. You may choose between attending in person or 
through a interactive streaming presentation from the 
comfort of your home or office. An on-demand version of 
the Quant Bootcamp is also available, which you can view at 
any time.

https://www.arpm.co

Quant Bootcamp
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Complementary to their traditional FX trading capability over 
the phone, Westpac also provide an extensive eFX capability 
for corporate and institutional clients through a variety of 
platforms.

https://www.westpac.com.au/corporate-banking/financial-markets/foreign-
exchange/efx/

Westpac

ENHANCING EFFICIENCY FOR FX 
TRADING MARKET PARTICIPANTS

youtube.com/watch?v=8T7TQlYZuJc

THE EVOLUTION OF TRANSACTION COST 
ANALYSIS IN A MULTI-ASSET WORLD

youtube.com/watch?v=u9EbPaGKRIY

TREASURY TALK: FOREIGN EXCHANGE 
RISK MANAGEMENT

youtube.com/watch?v=vrV5CB2zeS0
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Whatever your trading style or execution need, our suite of FX algorithmic execution 
strategies are designed to perform even in the most challenging of liquidity 
landscapes. Helping you to unlock opportunities and meet your trading goals. 

Employing advanced logic, under-pinned by machine learning, enables 
our algorithms to reduce market impact and optimize execution 
performance by anticipating and reacting rapidly to market events.

To find out how, speak to our FX algorithmic execution experts today. 

For more information visit ubs.com/electronictrading-fx
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