
Cboe FX Markets has announced 
the launch of a hosted algorithmic 
execution service in collaboration 
with electronic liquidity provider XTX 
Markets. This service will help enable 
Cboe FX participants to access the 
XTX Markets Execution Algo (‘XTX 
Algo’), which is designed to alleviate 
implementation shortfall, via the Cboe 
FX ECN. Cboe FX has been granted 
exclusive rights over use of the XTX 
Algo in the anonymous ECN space and 
this service is available for execution 

of the most actively traded pairs 
in the spot FX market, including: 
EUR/USD; USD/JPY; GBP/USD; 
AUD/USD; USD/CAD; USD/CHF; 
USD/CNH. Jonathan Weinberg, 
Head of Cboe FX, said: “As the 
use of algorithms become more 
prevalent in the spot FX market, 
we couldn’t be more excited to be 
utilizing the expertise of a best-
in-class FX market maker. This 
service will offer greater choice 
and transparency to Cboe FX’s 
participants in how they access 
liquidity as they seek to improve 
their execution quality, demonstrate 
best execution and drive automation 
within their FX operations.” Jeremy 
Smart, Global Head of Distribution 
at XTX Markets, said: “We are 
excited to be working with Cboe FX 
to enhance the distribution of our 
FX Algo product, which furthers our 
ability to reduce the FX community’s 
trading cost when patiently 
executing larger orders.”

BNY Mellon is expanding its Custody FX 
offering, adding new trading capabilities 
and pivoting from a primarily custody-
focused service model into a transparent 
open architecture that can be leveraged 
by a variety of client types for their 
rules-based, end-to-end transaction 
needs. BNY Mellon’s suite of new 
enhancements delivers more autonomy 
for users to transact in the manner 
in which they wish. Among the new 
capabilities, FX trading program clients 
can now achieve improved Large Order 

Execution via access to algorithmic 
execution methods for orders over a 
certain size. “These enhancements are 
the result of listening to our clients who 
told us loud and clear that they want to 
be more empowered to customize their 
FX trading program parameters, trade 
in larger sizes, enjoy consistent pricing 
and attain full visibility into how their 
instructions are being carried out,” says 
Jason Vitale, Global Head of FX at BNY 
Mellon. “These improvements place 
clients firmly in control.”
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Cboe FX to launch hosted algo service 
with XTX Markets
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NDF algos have been available for 
over two years, but until recently the 
availability has been mostly focused on 
currencies from the Asian hemisphere, 
such as Korea, India, Indonesia and 
Taiwan. More recently, we’re seeing 
the emergence of Brazil and LatAm 
currencies and on the back of client 
interest, we released our BRL NDF 
algo in the summer. However, a key 
difference when it comes to trading 
BRL is liquidity access, which in the 
OTC space is fairly limited and the 
spreads offered to clients haven’t been 
as competitive as those available if they 
traded on-shore on the main futures 
exchange, the Brazilian Mercantile & 
Futures Exchange (BM&F). In order 
to unlock that liquidity for our algo 
clients, BNP has leveraged its local 
presence to trade the BRL future on 
the BM&F. We then take that futures 
transaction and book it as an NDF 
so the client can trade against that 
sourced liquidity using the BRL NDF 
algo. 

This is a unique approach to solving the 
liquidity issue for clients who want to 
trade large BRL orders. The demand for 
the BRL NDF is very high and, since its 
launch, it has rapidly risen to become 
the most actively traded NDF currency 
pair on the platform by a factor of 
three. For the first time, clients are also 
able to post interest into the market 
and capture that spread rather than pay 
it. The algorithm is proving to be very 
good at sourcing liquidity in a passive 
fashion when trading on the BM&F. 
Around 70 to 80% of our fills are on 
the passive side, which means that this 
is a highly effective way for clients to 
trade better than mid and significantly 
save on their execution costs.  In 
addition, although we’re sourcing 
liquidity against the future which has 
a fixed settlement date, we’ve recently 
developed a unique solution which
allows us to roll to any value date the 
client wants to trade against. This 
provides reassurance to clients that they 
are still able to use the algo technology 

to trade any date of their choice, with 
the algo essentially sourcing its liquidity 
from the futures contract but being able 
to execute in parallel with a swap. 

Our continuous swap hedging feature 
was launched specifically for NDFs and 
provides a solution to clients who are 
concerned about the settlement date of 
the future not matching the date they 
require, in which case they would have 
needed to do a swap transaction to 
go to the date they wanted, exposing 
them to market risk on the swap before 
the algo rate is locked in. With our 
continuous swap hedging feature, we 
instead run two algos in parallel, one 
which is executing the core liquidity in 
Brazil against the future while the other 
is periodically trading the swap points 
throughout the execution. This achieves a 
blended average of the swap points and 
an all-in rate for the NDF liquidity, which 
roll together to give the client a more
optimized execution.

Now, we are also extending the algos 
capabilities so that instead of solely being 
able to trade against the dollar, as is 
typically the case, we have introduced 
the ability for clients to trade against 
Euro and Sterling crosses as well. For 
those clients who are based on shore 
and want to trade directly on the BM&F, 
they can now also use our algorithm to 
trade that marketplace and book those 
trades onshore against their local entities. 
We’re the first bank to ever offer that 
service to clients on the ground. Looking 
ahead, we will continue to go where the 
client demand is, so the next pair we are 
looking at introducing to the suite will 
likely be the Colombian peso (COP).

BNP Paribas builds on BRL 
NDF algo success with 
new capabilities
BNP Paribas was one of the first leading algo providers to introduce a Brazilian 
Real (BRL) NDF algo. Asif Razaq, Global Head of FX Automated Client Execution, 
BNP Paribas, explains the unique features of the BRL NDF algo and shares the 
recent developments which will further facilitate trading.

Asif Razaq

2 November 2021 3November 2021

ENGINE MODE 
SETTING 

VELOCITYCiti

COMING SOON

CITI VELOCITY DYNAMIC ALGOS

© 2021 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi Velocity, Citi Velocity & Arrow Design, Citi, Citi with Arc Design, Citigroup and CitiFX are service 
marks of Citigroup Inc. or its subsidiaries and are used and/or registered throughout the world. This product is offered through Citibank, N.A. which is authorised and 
regulated by the Financial Conduct Authority. Registered Office: Canada Square, Canary Wharf, London E14 5LB. FCA Registration number 124704. VAT Identification 
Number GB 429 625 629. Citi Velocity is protected by design and utility patents in the United States (9778821, 9477385, 8984439, D780,194, D780,194, D806,739) and 
Singapore (30201501598T, 11201505904S), and design registrations in the EU (0027845156-0001/0002, 002759266-0001).

• Passive: Prioritises a slower pace execution

• Balanced: Optimal balance between pace of 
liquidity capture and market impact

• Aggressive: Prioritises completing more 
quickly

Tune your execution by selecting 
an Engine Mode

PATENTS
12

AWARDS

80+
PLATFORM RAISED

e for education

$47M

STILL INNOVATING
Contact your FX esalesperson to learn more



What are the current trends you are 
seeing in the development of new FX 
algo strategies and related toolsets?

Mauricio Sada-Paz: Recent innovations 
in the algo space are mainly 
focused on improved access to 
liquidity. At BofA, this includes both 
enhancements to internal liquidity, 
as well as accessing new external 
matching/netting venues. Specifically, 
we are integrating new flows into 
BofA’s Internal Matching Engine (IME), 
adding more full amount liquidity and 

accessing new external peer-to-peer 
matching/netting services. The aim 
of these enhancements is to improve 
execution performance by interacting 
with more unique liquidity. 

Can you share with us any upcoming 
new additions or enhancements you 
will be making to your FX algo suite?

Tan Phull: We continue to make 
significant investment in our algo 
and principal liquidity offering. In the 
coming months, BofA will roll out 

new VWAP and TWAP strategies. 
On the liquidity side, BofA is adding 
mid-market liquidity from Curex 
P2P and Siege FX. In addition, there 
are enhancements across our own 
liquidity offering and a new mid-
book matching engine. Next year and 
beyond, we are rolling out an entirely 
new algo suite and a new liquidity-
seeking strategy. 

What are the main drivers behind 
client demand for improved FX algo 
analytics/TCA?  

Mauricio Sada-Paz: Client TCA has 
gone from being a “check box” 
service offering to being a central 
part of the risk management process 
for many clients. This is an important 
development in the industry and 
discussions with our clients are 
increasingly more in depth around 
algo logic, Smart Order Router (SOR) 
capabilities and liquidity venues 
we access to help them drive their 
own decision making. We have also 
evolved our services to provide more 
information to clients in respect of 
questions regarding this data.  

How are algo providers seeking to 
address the challenge of the evolving 
FX liquidity landscape?

Bank of America 
focuses on liquidity 
access with plans for 
new algo suite
The development of FX algos and TCA is increasingly focused on improving 
execution performance for clients. Bank of America’s (BofA) Mauricio Sada-
Paz, Global Head of eFICC Sales, and Tan Phull, Head of FX Algos, explain why 
enhancing liquidity access is key to addressing this challenge and is the driver 
behind a range of new innovations to the bank’s existing algo offering. 
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Mauricio Sada-Paz



Tan Phull: Peer-to-peer matching/netting is an 
important new market development. It will 
enable algo providers to help customers access 
more unique liquidity and may improve their 
overall algo execution performance. 

In what ways are toolsets being further 
enhanced to enable clients to have better 
control over their algo execution?

Mauricio Sada-Paz: Leading providers 
should be able to customize algos for clients 
depending on TCA data and objectives. Clients 
are more sophisticated and conversations are 
more about algo performance and less about 
“bells and whistles”. The majority of FX clients 
want their partner banks, who have the data, 
knowhow and the analytical tools, to optimize 
each algo’s default settings, so that the algo 
can do what it was designed to do. 

Is there a place for the practical application of 
emerging technologies in FX algo trading?

Tan Phull: AI and ML are still buzzwords 
for a lot of electronic trading. The key is do 
they help solve problems to produce better 
execution outcomes. With a diverse set of 
clients and execution strategies, BofA has 
a rich dataset across many currency pairs. 
We are using ML techniques to cluster data 
and to proactively monitor execution quality 
to improve fill rates and overall execution 
performance.

How will the changes to the FX Global Code 
impact FX algo providers and users?

Mauricio Sada-Paz: BofA has issued a 
statement of commitment to the FX Global 
Code. The addition of the “Algo Due 
Diligence” questionnaire this year will help 
standardise information across algo providers 
and allow apples to apples comparison. In 
addition, greater transparency will foster 
additional algo adoption.

What are clients looking for in the further 
development of the FX algo and TCA space? 

Tan Phull: The buy side is very focused 
on becoming more efficient in how they 
execute and want to increase automation. 
Improvements in TCA data will increase algo 
use and automation in a virtuous cycle. BofA 
is dedicated to working closely with clients 
to assist them in using data to drive their 
execution decisions and improved access to 
liquidity through enhancements to BofA’s IME 
and new external venues with unique liquidity.

Tan Phull

Siege FX continues 
to grow FX algo 
footprint
Since Credit Suisse 
executed the first 
Peer-to-Peer algo 
trades on Siege FX 
in February, the 
platform has seen 
strong growth this 
year in terms of 
client numbers and 
activity.  Siege has 
also completed 
integration with two 
other leading FX 
algo providers and is 
onboarding others. 

Claude Goulet, CEO at Siege FX, says that for buy-side clients 
wanting to access liquidity on Siege FX through a bank algo 
that is integrated with them is a very simple process; all they 
need to do is tell the bank that they want to add Siege FX as 
a liquidity destination within their algo strategies. 

“We see an increased interest from FX algo providers to 
partner with us. Siege FX offers a new and different way to 
optimise between market risk and market impact.  When 
executing over a certain period, seeking liquidity in Siege 
gives the ability to monetise time risk without loss of 
opportunity.” Goulet adds. “This allows providers to create 
new algo strategies or gives them new ways to use existing 
strategies to leverage Siege’s unique liquidity.  We expect 
this will continue as more and more algo providers look for 
ways to differentiate their strategies and respond to client 
demand.” 

Goulet explains that Siege inserts a third variable in the 
‘market risk vs market impact’ equation. In current processes, 
a portion of the order is held back to avoid information 
leakage, which only guarantees that it is not executed during 
that period.  In the Siege mechanism there is no signalling 
risk and transactions occur at a pre-formed independent 
rate, thus removing market impact when submitting and 
executing orders. According to Goulet, this offers a brand-
new way to look at algo execution strategies. By placing 
the bulk of an order in Siege while progressively accessing 
other markets and load balancing, the algo can securely seek 
market neutral liquidity and improve the execution profile.  

“Algo users are aware of their execution costs and understand 
the value of Siege’s trusted environment in this context.  We are 
very excited to be working with a growing number of forward-
looking bank partners to find additional ways of delivering value 
to our growing community.” Goulet concludes.

Claude Goulet

4 November 2021 5November 2021



N
EW

S 
FE

A
TU

RE
S



Why do FX traders need to measure the 
density of their algo trades?

Signalling risk – or information leakage 
- is a problem for FX traders, particularly 
in markets where liquidity is reduced. If 
firms can identify when trading volumes 
are at their highest, they can choose to 
execute trades at those times and then 
match internally. This avoids having to 
hedge FX risk with at an external venue 
which in turn limits signalling risk.

What does the BestX Algo Density 
Metric do?

For the first time we have made it possible 
to identify the most liquid point of trading 
across a range of different algos.

It is relatively simple to identify when 
most spot trades are conducted because 
they are completed instantaneously. 
Every five minutes you sum up the 
trades and then check the average 
across the month which gives a nice 
curve and then traders can find the 
most liquid time to trade.

It is different for algos because they can 
last for hours; perhaps starting at 8am 
and ending at 4pm which means you 
could not easily say when the trade was 
completed. 

We looked across all the 8 million 
trades in the BestX database starting 
on the 1 January 2021 and ending on 
10 October 2021, based on the London 
time zone.

We found that the algo volume profile 
is very different from the one we have 
observed for spot trading and that the 
peak algo density it as 4pm London 
time. We also found that the algo usage 
picks up smoothly at Asian and London 
time and then drops sharply at New 
York time.

In terms of type of algo and the 
differences in density, we found that 
Interval Algo is the most popular 
at European afternoon, while the 
opportunistic algo has smoothed usage 
and is the most popular across the 
board.

We have also identified the algo density 
by currency and found that the G10 
algo usage is smooth while emerging 
market algo usage jumped up at 
European afternoon.

What added value does this have for 
buyside firms?

The BestX data provides a unique 
opportunity to make it easier for the 
buyside to know when to trade their 
algos by informing them when there is 
most liquidity in the market. 

The metric has proved popular because 
the buyside can compare their own 
algo density against the overall market 
and understand why they might not be 
trading well, or if there is any room for 
improvement.
 
The advent of a density metric goes 
hand in hand with evolution of the 
market which is seeing a major increase 
in the use if algos. 

Traders need to be able to analyse the 
liquidity of those types of trade not 
just the liquidity of spot trades. That is 
a very welcome development for our 
clients.

Will this data influence the way in 
which FX traders do business?

The metric has the power to change 
how people behave. If we think about 
the dark ages when there was no data 
and traders operated at random; there 
were huge spreads. As time has gone 
by, more market data has helped them 
trade at more liquid times and with 
better results.
 
Now we have an algo density metric 
and even more information about what 
the market is doing which will have real 
benefits for best execution.

BestX launches an Algo 
Density Metric
Until now it has been impossible to identify the optimum time to trade FX using 
algorithms. Yangling Li, Head of Quant Research at BestX, reveals how a unique 
density metric is about to make life easier for FX traders. 

Yangling Li
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In September, TradeTech FX London 
returned with a new hybrid flagship 
conference format, with speakers and 
delegates convening in person at the 
Hurlingham Club in London, joined 
by further speakers and delegates 
online. FX algos were once a key focus 
across the two days, with dedicated 
roundtables, an in-person interview 

and a virtual All-Star panel among the 
leading FX algo and TCA discussions.

Moderating the panel on building a 
‘best in class’ FX dealing desk was 
Michael Melvin, Executive Director, 
Rady School of Management, UCSD & 
Pacific Center for Asset Management. 
Joining him to discuss the latest 

platform and data offerings to drive 
algo execution strategies and improve 
access to liquidity were: Michael Eyre, 
Global Head of FX Trading at Vanguard; 
Liakos Papapoulos, Senior Investment 
Manager, Treasury at MN Investment 
Management; Yann Couellan, Head 
of FICC Trading at BNP Paribas Asset 
Management; Andreas Anschperger, 
Head of FX Trading, Europe at Allianz 
Global Investors and Richard Kiel, 
Global Head of FX Solutions at KX.

An audience poll running during the 
panel asked delegates to share what 
fraction of their flow is traded using 
algos. The majority at 74% of the 
audience opted for 0-25%, while 11% 
said they traded 75-100% of their flow 
using algos, 11% conducted 25-50% 
and around 4% said that 50-75% of 
traded were using algos.

One panellist added that they also 
fell into the 0 to 25% bucket, with 

FX algo and TCA discussions 
at the recent TradeTech FX 
conference in LondonRE
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one of the primary reasons being that 
the predominant proportion of their 
business is swap based. Typically they 
said they would use algos for the larger 
outrights, but that just overall doesn’t 
make up as significant a proportion of 
their businesses as the swaps do. When 
asked to also share their wish lists for 
the best in class dealing desk, one 
panellist said that top of their list was 
clean data. 

Making sure that their mappings hadn’t 
broken or changed was a big job, so 
that was one of their biggest issues or 
concerns. A fellow panellist said they 
also envision an execution framework 
that is completely data driven, which 
they are starting to build for FX.  

Their top priority was data driven 
execution based on solid data science 
and having that approach streamlined, 
in the future is something that they said 
they will be working on.

WBR INSIGHTS SURVEY
In Q3 of 2021, WBR Insights also 
surveyed 100 Heads of FX Trading 
and similar from buy-side and sell-side 
firms across Europe, to find out about 
the challenges they are facing in 2021 
due to the impact of the COVID-19 
pandemic, and the innovative solutions 
they are putting in place. One focus 

was on the use of algo wheels in FX, 
the majority of heads of trading (60%) 
saying they believe the use of algo 
wheels in FX will continue to rise as the 
use of algo increases on the buy-side.
“The next survey by TradeTech may 
well show that the 40% who didn’t 
expect an increase in the use of algo 
wheels have gone and bought one,” 
said John McGrath, Chief Revenue 
Officer, BidFX. 

As buy-side investors become more 
sophisticated, the survey also asked 
if buy-side execution desks will ‘buy’ 
or ‘build’ their own algo wheel in the 
next year? Some 54% of respondents 
said that buy-side execution desks will 

need to buy an off-the-shelf product, 
while 31% said they have the budget 
and expertise to build this in-house. A 
further 13% do not forsee the rise of 
algo wheels in FX while only 2% already 
had their own algo wheel. 

According the report’s conclusion, the 
future of European FX trading will be 
one where algo trading dominates due 
to its speed, efficiency, and ability to 
provide detailed analysis. However, as 
the majority of firms adopt advanced 
algo capabilities in their execution 
strategies, human judgment will still 
play an important role since it can help 
detect algorithmic weaknesses and 
make tactical adjustments.

“The next survey by 
TradeTech may well show 
that the 40% who didn’t 
expect an increase in the 
use of algo wheels have 
gone and bought one,”

John McGrath

Source: WBR Insights survey Q3 2021

Source: WBR Insights survey Q3 2021
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Nicola Tavendale

New toolsets and 
execution services:
Adding to the power 
of algorithmic 
FX trading

Around seven years ago, when FXAlgoNews 
was first published, there were only a handful 
of leading FX algo providers in the market and 
the growth in demand for strategies and related 
tools was only starting to gather momentum. In 
that short period of time however, the evolution 
in the algo space has been rapid, with levels of 
competition, sophistication and investment in 
product development notably ramping up. As 
we look ahead to 2022, what are the key areas 
of focus when it comes to innovation in the algo 
space and what are the growing numbers of 
algo users now looking for from their providers? 
Nicola Tavendale writes.

Im
age by shutterstock
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they were supporting trading in the 
most liquid markets, the G10 currency 
pairs, as it was felt that these were 
the easiest markets to handle when 
it comes to building algos, says Asif 
Razaq, Global Head of FX Automated 
Client Execution at BNP Paribas. The 
next step in expanding the product 
coverage of algo strategies was to start 
building dedicated algos to trade in EM 
currencies, which according to Razaq 
was necessary because those markets 
function in a very different way to the 
liquid G10 and involved a completely 
different data set. “The same logic 
applies to our current development 
of purpose built strategies to trade 
the NDF markets,” he adds. “These 
algorithms are very different because 
again, the underlying markets are very 
different, both in terms of how we 
source liquidity, but also because they 

trade against a one month tenor. When 
providing algos in this space to support 
crosses, you also have to trade the cross 
currency pair with the same value date. 
So we decided to start from the ground 
up with the build of our dedicated NDF 
algos and the performance of these 
strategies as a result are very strong.” 

In addition to expanding the product 
set to include new markets and 
currencies, Razaq says the bank is 
also currently looking at introducing 
additional workflow optimization tools. 
“Our ethos was always to keep the 
algo family small. So for the last eight 
years, we’ve had the same three core 
execution algos which we’ve been 
tweaking to continually improve their 
performance,” he adds. “We have now 
added two more algos to the suite. 
These algos were more specifically 
designed to tackle not execution - in the 

same way these initial strategies were 
- but to tackle particular workflows.” 
The first of these new algos to be 
released was the DMA gamma hedging 
algorithm, which Razaq explains was 
designed to help clients manage the 
delta hedging of an options trade. 
The gamma algo utilises the same 
technologies of the core execution 
algos: Chameleon; Viper and Iguana, to 
manage sub-algos which execute the 
delta hedging of the client’s gamma 
positions. 

The second new algo which is in the 
process of being built is Rex, which 
Razaq explains will be a new strategy 
specifically developed for portfolio 
hedging. “In a similar way, we’re again 
utilising a master algorithm which is 
then controlling the existing algos to 
decide how you execute a portfolio 
of currencies or portfolio of exposure. 

This is a  key area of focus for us at the 
moment.” 

Deutsche Bank has also been working 
on further enhancements to its existing 
FX algo offering, including the recent 
addition of a new product called 
Principal Resting Order (PRO) Liquidity, 
which expands the number of liquidity 
pools that the algos can access, says 
Vittorio Nuti, Global Head FX Algos 
at Deutsche Bank. “We have started 
to intelligently work orders via the 
franchise through the use of PRO orders 
and that now forms quite a substantial 
amount of our overall algo execution,” 
Nuti says. He explains that this creates 
a number of benefits to clients, such as 
being able to cross interest between the 
algo clients and their orders.

IMPROVING EXECUTION 
QUALITY 
“We’re already seeing north of 20% 
of the flow in our G5 currencies going 
through PRO. This addition has created 
a substantial decrease in execution 
times and costs for our algo clients 
and we plan to continue improving 
these capabilities, including our mid 
prediction,” says Nuti. He adds that 
there has also been a recent emergence 
of new venues in the peer to peer or 
mid book arena, but believes many 
models still have issues. He explains 
that they tend to either offer some 
form of blended mid, which he warns 
can’t really be relied on, and/or the 
venues add their fees to the fill reported 
as trades, making it too expensive.  
“We’ve noticed that the cost of using 
some of these new liquidity venues 
were even higher than the actual bid 
offer that we would have to cross in 
some of the pairs, so it made little to no 
sense to actually use them,” Nuti adds. 
“It should be about accessing liquidity 
smartly by reducing adverse selection, 
ensuring that you don’t cross a large 
bid offer while executing, and that can 
only really be achieved by superior mid 
prediction.”

In addition, John Burke, Head of eFX 
for Northern Trust Global Foreign 
Exchange, says that currency markets 
during the pandemic showed a lack of 
deep liquidity, alongside the heightened 
volatility, coupled with an underlying 
tone of increased market fragmentation 
and warns that although some return 

to normality has occurred, it is more 
pertinent than ever that providers 
and end users review their chosen 
execution algorithms. He adds: “We 
are seeing increased adoption of algo 
execution as part of a continued trend 
toward FX outsourcing in response to 
cost pressures and increased comfort, 
with traders providing oversight to 
algo executions rather than taking up 
valuable resource availability.” While 
time based or fixing algorithms and 
orders will always remain a large part of 
the FX market, particularly for securities 
service clients who require fill certainty, 
Burke believes there is a notable 
shift in the types of algorithms being 
employed, with clients increasingly 
interested in algorithms designed to 
actively source good quality liquidity 
at assessed price levels. “These hybrid 
algos offer flexibility, while still ensuring 
fundamentally required characteristics 
are met, whether it be fill certainty, limit 
levels, etc,” says Burke. “They may also 
have an underlying grounding in time, 
visibility, estimated market volume or 
other external factors and can actively 
seek to provide an incremental increase 
in value through targeting optimal 
executions across liquidity providers or 
venues.”

The second- and third-generation 
algorithms which are now emerging 
seek to incorporate some level of 
intelligent decision making into the 
process, or are at least dynamically 
responsive to market adjustments 
during executions, Burke explains. The 
continued impact of MiFID II and the 
need to achieve demonstrable quality 
execution has also encouraged market 
participants to question not just their 
method of achieving a good face-value 
rate, but also to look further into the 
underlying risks and costs associated 
with trading, he adds. “This has been 
a key driver of FX outsourcing, not 
just to control operational costs and 
efficiencies but to achieve scale and 
access to liquidity,” says Burke. “The key 
to effective oversight is the relationship 
between all parties involved in an 
algorithmic execution - it should be open 
and transparent and ultimately lead to 
providing comfort to the asset owner 
or manager. Pre-trade analytics and 
liquidity management should therefore 
be considered extremely important tools 
when assessing algo execution.”

PUTTING THE CLIENT IN 
CONTROL
In a quantitative sense, Burke believes 
that TCA should be encouraged so 
that clients can understand not only 
the metrics around measuring market 
impact and slippage costs, but where, 
how, and why any particular sub-order 
has executed as seen. For example, 
service providers should be able to 
provide comfort to clients around the 
additional hold time policies within last 
look statements of execution panel 
participants, he adds. “We also believe 
service providers need to justify to their 
clients that there is no potential conflict 
if they plan to include their own liquidity 
in the panel. These discussions are key 
to providing a holistic execution service 
and can be crucial to building a tailored 
TCA program to suit the operating 
environment for individual clients,” 
says Burke. “For Northern Trust clients, 
TCA is becoming more of a value-add, 
with data harnessed to achieve better 
outcomes. Advances in reporting, 
based on iterative discussions, continue 
to improve transparency and the user 
experience for TCA clients.”

In addition, clients increasingly want to 
have more control over which venues 
they want to trade on and in some 
cases they may prefer to only trade 

“We want the end user 
to be plugged in and 

involved in the execution 
- if they want to delegate 

everything to the 
algorithm, the machine 

and the algos will be fully 
capable of executing the 

entire transaction..”

Asif Razaq

It is more pertinent than ever that providers and end users review their chosen execution algorithms
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to one venue exclusively, Razaq says. In 
response, BNP Paribas’ algo platform 
has the facility for clients to either 
delegate the execution choice of venues 
to the algo, or they can opt to cherry 
pick which venues they want to trade 
on. “In an illiquid landscape we’re 
also seeing a slight shift in how we 

ourselves approach the market,” Razaq 
adds. “Mid matching venues have 
emerged as an increasingly popular 
option with clients and so again, we’ve 
re-engineered our algo strategies to 
focus more effort in finding these mid 
match opportunities, rather than going 
to the lit market.” He adds that the 
rise of peer to peer venues also offers 
another way for buyside clients to show 
the order less to the market and to 
create less noise, making the pool as 
safe as possible in terms of reducing 
information leakage.

A further key focus at BNP Paribas 
is the development of interactive, or 
fourth generation, algorithms. Razaq 
explains that this moves away from the 
concept of algos as just a black box to 
demonstrating that algos are actually 
an interface with which clients can 
interact throughout the execution. This 
includes the addition of applications 
such as Execution Manager, which 
Razaq says enables clients to see for 
the first time the live performance of 
an algorithm in flight, while additional 
tools through Insight Live put clients 
in the driving seat to give them full 
control over how they interface with the 
market. “But more importantly, we’re 
now giving them the visualization of all 

the underlying data so they can actually 
make an informed decision, as opposed 
to a blind decision which in the past 
was their only option,” Razaq adds.

QUALITY OVER QUANTITY
At Deutsche Bank, Nuti says the focus 
is on building tools for the Market 
Colour app, which will enable clients 
to view and amend orders via the 
app, which is typically accessed from 
Autobahn but can soon be accessed 
from Bloomberg regardless of the OMS 
used to input the order. “Clients can 
then open the ticket and do all the 
amendments that they wish, there is a 
wealth of parameters which we will be 
releasing before the end of the year,” 
says Nuti. “In addition, the bank has 
introduced straight through processing 
in terms of passwords etc which 
enables clients to log in seamlessly 
from Bloomberg into our system and 
view their TCA straight off in real 
time, which can be very useful and 
powerful.”  

Nuti says it is more important than 
ever that providers continue to invest 
in execution, particularly as market 
liquidity is tailing off slightly and 
margins continue to be razor thin. 
“Sourcing liquidity and continuing 

to invest in top class systems and 
infrastructure is going to be key for 
helping clients to go through the next 
phase,” he adds. The last 12 months 
in particular has also seen a massive 
move to the electronification of NDF 
pricing, adds Nuti. “Liquidity is now 
deep enough to execute decent sizes 
in relatively short periods of time, 
sometimes even faster than some of 
the more illiquid emerging market 
deliverable pairs,” he says. “Our newly 
introduced Brazil NDF is fairly liquid 
and we now have all the EM, all the 
LatAm, we have Brazil BMF1 and BMF2 
expiry dates and we also have IMM1 
dates for the more liquid Asian NDFs.” 

In terms of future algo development, 
Nuti says that his slogan is fewer but 
better, and aims for a streamlined 
algo offering which offers improved 
execution and simplifies the selection 
process for the client. “As a result, 
we’re focusing on merging our existing 
algos and we’ll be reducing further the 
number of algos that we provide to 
instead concentrate more on delivery 
of the particular execution style that 
the client wants to use,” he adds. “We 
are in the process of also releasing a 
whole new technology underlying our 
algos, which will have the algo engine 

sitting a lot closer to co-location. We’re 
also introducing a better predictive 
algo, which will make use of this new 
technology and will include all the best 
features of our existing algos.”

AUTOMATION AND ALGO 
GROWTH
The second- or third-generation 
algorithms now emerging also seek 
to incorporate some level of artificial 
intelligence, or at least are dynamically 
responsive to market adjustments during 
executions, according to Burke. “We 
are bringing new algos to market that 
are based on intelligent decision logic. 
These algorithms are designed for use 
in an outsourced FX approach, without 
sacrificing transparency or execution 
quality,” he adds. In terms of what more 
leading providers should be doing to 
support clients, Burke says there should 
be a strong focus on clear and proactive 
communication between client and 
service provider. “This is true at every step 
in the process, from the choice of algo to 
achieve a specific result to transparency 
around transaction cost analysis. For 
example, good communication will 
provide clarity around the additional 
hold time/last look policies of execution 
panel participants or help to explain the 
inclusion of an algo service providers’ own 
liquidity into the panel,” he says. “These 
discussions are key to providing a holistic 
execution service and building tailored 
programs suited to the client’s operating 
environment.”

Looking ahead, Razaq believes that 
the further development of AI and 
machine learning tools is a key 
growth area and a vital area to invest 
in if providers want to build smarter 
algos. “We’ve always liked the hybrid 
approach, so using AI to provide the 
algo with the intelligence to navigate 
those markets, but while retaining that 
human touch element,” he adds. “We 
want the end user to be plugged in 
and involved in the execution - if they 
want to delegate everything to the 
algorithm, the machine and the algos 
will be fully capable of executing the 
entire transaction - but we believe that 
interaction provides the client with 
more colour on what is happening in 
their execution.”

Razaq believes there is more scope 
for future developments based on AI 

and machine learning, as well as more 
work to be done in supporting algo 
services for trading outside of FX spot. 
He adds that the next new emergence 
will be in the development of algos 
for the swaps market. “As the swap 
market becomes more electronified 
and we see more venues popping up 
offering swap liquidity, we can now 
expand the algo universe to also trade 
FX swap products in line with the 
FX spot algos,” Razaq says. “That’s 
a very important development that 
we’ve seen that should improve the 
whole execution experience. Most 
of our clients have exposure on the 
outright position, but at the moment 
they have no means to algorithmically 
execute that swap component of the 
outright.” He adds that a second area 
that the bank is looking at is how to 
develop tighter integration for the end 
clients with their OMS platform. “At 
the moment, end clients are having 
to manually launch these algorithms 
through an OMS platform of their 
choice. We now want to automate 
that submission by directly bridging 
to the OMS platform that the client 
uses. The more they can automate on 
their side by automatically launching 
these algorithms and automatically 
processing the TCA and analysing and 
scoring algorithms, the more adoption 
we’re going see in this space,” Razaq 
concludes.

“The key to effective 
oversight is the 

relationship between all 
parties involved in an 
algorithmic execution 

- it should be open and 
transparent...”

John Burke

Algorithms are now emerging that seek to incorporate some level of artificial intelligence
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“Sourcing liquidity and 
continuing to invest in 
top class systems and 

infrastructure is going to 
be key for helping clients 

to go through the next 
phase”

Vittorio Nuti
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Daily trading volumes in global foreign exchange markets 
topped $1.79 trillion in November 2020 making FX by far 
the most heavily traded asset class. Most of this trading 
volume is executed either indirectly through electronic 
platforms or bilaterally between counterparties, rather than 
on traditional ‘exchange-type’ venues. This fragmentation 
of liquidity – combined with an explosion of data as 
more electronic venues come to market – can make 
the marketplace tricky to navigate. As a result, market 
participants across both the buy side and the sell side are 
now demanding more from their technology vendors. So 
how are the vendors responding?
a-teaminsight.com/technology-trends-in-institutional-fx/?brand=tti

Technology trends 
in institutional FX

EPAT is one of the best algo trading courses. Are you looking 
to get a new job, start your own trading desk, or get better 
opportunities in your current organization? This quantitative 
trading course is designed for professionals looking to grow 
in the field of algorithmic and quantitative trading. Get 
access to the most comprehensive quant trading curriculum 
in the industry. Learn from a world-class faculty pool. 
Experience personalised learning with best-in-class support. 
Complete specialisation in desired asset classes and trading 
strategy paradigms with live project mentorship.
quantinsti.com/epat

Executive Programme 
in Algorithmic Trading 
– EPAT®
8th January 2022
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Why are increasing numbers of SEB’s clients considering algorithmic FX 
execution and what attributes does the bank have that put it in a good 
position to meet this demand?

Clients are in general getting more comfortable with algos. Many algo 
users use them as a completely integrated part of their workflow. We are 
also seeing more interest from clients that had previously not used algos 
at all and we have been involved in getting them up the curve from an 
early stage. Some clients feel more in control of their execution using algos 
while others are more willing to carry risk over a longer period in order to 
reduce their market impact. The fact that our algos are built in-house give 
us a great flexibility in tweaking and improving them to cater to customer 
feedback. As clients get more confident with algos they also start to use 
them for a wider range of currency pairs including Scandies.

What types of client are showing interest in your FX algos and what key 
benefits do they get from using them?

Mostly large corporate treasuries and financial institutions are using or 
enquiring about our algos. The main benefit is getting access to our 
internal pool of liquidity made up of our unique client franchise. Our 
internal pool is available in all offered currencies but our global edge is 
in Scandies. The simplicity of our algos is also something that our clients 
appreciate.

What steps are you taking to enhance your FX algo suite and optimise the 
availability of the strategies you offer?

We base our improvements on both customer feedback and our own 
trading experience. Usually the additional functionality requests come from 
our clients, while the optimization and refining often come from our quant 
and trading teams who use the same algos intensively. They constantly 
work on incremental improvements to provide the best possible product. 
The next functionality we are looking to offer is to send algo orders as 
outrights. Our algos are today available on FXall and Bloomberg as well as 
on our own proprietary platform, Trading Station. We are looking to set 
up algos on FX Connect in the near future due to customer demand.

TWAP from SEB
With Carolina Trujillo, Head of e-FX distribution at SEB

Carolina Trujillo

NAME OF THE STRATEGY:

TWAP

DESCRIPTION & CAPABILITIES
• A Time Weighted Average Price 

(TWAP)
• It will slice the order into even-

sized passive orders that track the 
market and it will cross the spread 
when passive fills have not been 
achieved at the rate necessary to 
stay on schedule (according to the 
specified duration of the order).

EXECUTION OBJECTIVES
• The TWAP spreads the execution 

of an order over a period of 
time in order to reduce market 
impact and track against the time 
average. 

• It will also strive to minimize 
spread costs.

WHEN TO USE IT
• When clients want to execute 

large amounts while minimizing 
the cost of execution and the 
market impact. As long as the 
client is within the set limit price, 
the order will be filled at the end 
time.

• The longer the client leaves the 
order, the more likely it is to be 
filled in our internal pool with 
minimal information leakage.

KEY PARAMETERS & FEATURES
• It will access both external venues 

selected by SEB based on pricing 
and performance and our own 
internal venue. 

• There is a time randomization for 
the buckets´ execution. 
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February 16, 2022
Buy Side Only FX eTrading Innovation Day 

February 17-18, 2022
Main Conference Days

Join North America’s biggest FX buy side conference, 
TradeTech FX, this February 16-18 at the Eden 
Roc Resort in Miami. TradeTech FX is your only 
opportunity to learn from and network with North 
America’s leading buy side heads of FX and portfolio 
Management, along with all the major sell side firms 
and technology providers. 

With 600+ attendees including 200+ buy side FX heads, 
this really is North America’s biggest FX gathering of the 
year that you will not want to miss!

See full agenda here for the full speaker line-up and key 
sessions being covered.

Why You Should Join Us

• Join 25 solution focused sessions led by 45 buy 
side heads of FX and portfolio management to gain 
practical insights that address your biggest priorities 
and help you future-proof your FX desk

• Gain unparalleled face time networking with the entire 
FX trading community including 200+ of the most 
senior buy side FX Heads

• Experience the buzzing exhibition hall where you can 
socialise with your industry peers over coffee, lunch 
and evening drinks and evaluate the latest FX solutions

• Join exclusive buy side only sessions - perfect for 
benchmarking with your buy side FX peers and for 
evaluating the leading and most innovative tech 
providers and partners

As a member you have an exclusive 10% 
discount off the price to attend (buy side attend free). 
Simply quote 22EFXTT10 when booking online.



Why did Bloomberg decide to offer an 
analytics hosting service for algorithmic 
orders on FXGO? 

As algorithmic trading continues to 
grow and becomes part of the standard 
execution toolkit for a broad spectrum 
of clients, so do the algorithmic trading 
strategies which are getting increasingly 
more sophisticated in terms of both 
choice of liquidity and execution 
behavior. 

The market was looking for tools to 
help navigate and rationalize that 
complex web of algorithmic strategies 
to allow for more intelligent decision 
making prior to and during the order 
execution. Bloomberg’s Algo Analytics 
hosting service is addressing this gap 
by allowing providers to host their pre-

trade and running order analytics to 
assist clients in selecting the appropriate 
strategy and liquidity pool right at 
the initiation  of their order route and 
subsequent execution on FXGO.

What does the hosting service provide 
and how is it accessed? 

The algorithmic order analytics service is 
available via FXGO’s execution manager, 
which is a Bloomberg Launchpad 
function allowing clients to manage 
their incoming orders and route them to 
liquidity providers. 

The service operates via single sign-on 
technology and integrates Bloomberg’s 
FX execution tools with the liquidity 
provider’s own pre-trade, in-flight and 
post-trade data to provide immediate 
visibility and insights into liquidity 
conditions and fine tune order execution 
to meet the investment objective.

What key benefits can Bloomberg’s 
analytics framework deliver for both FX 
algo providers and their clients?

The service has transformed and 
modernized the entire client order 
execution experience by bringing together 
workflow and order management 
tools, algorithmic trading strategies, 
and proprietary analytics to create a 
fully integrated trading environment. 
In particular, clients can now compare 
the costs and benefits of different algo 
execution strategies more quickly and 
efficiently. This feature fits well with 

internal firms’ risk and compliance 
practices demanding clients to have very 
well-defined workflow steps from order 
entry to post-trade management. The 
fact that the entire workflow is a part of 
clients’ existing Bloomberg Launchpad 
experience makes it very attractive, 
especially as some clients continue to 
work from home and require efficient use 
of their desktop real estate.

How have your clients responded to 
this offering and what feedback have 
you had from firms that are using it?

Our customers know that analytics 
can be extremely powerful and help 
them make more intelligent trading 
decisions by using quantitative metrics 
to optimize their strategy, and we’ve 
had hugely positive feedback for our 
analytics offerings. 

Previously, clients who wanted to get 
access to provider analytics to compare 
various execution strategies had to 
continuously switch between multiple 
screens with different layout and 
authentication requirements. 

With our integrated solution, clients 
have expressed that they have all 
the required information at their 
fingertips which make their entire order 
submissions and execution process 
much more seamless and efficient. 

Additionally, clients share that the 
ability to systematically incorporate 
pre-trade decision tools into the trading 

Bloomberg’s analytics 
hosting service for 
algorithmic FX orders
Bloomberg now provides an analytics hosting service for algorithmic orders on 
FXGO, its global FX electronic trading platform. We asked Oleg Shevelenko, FXGO 
Product Manager at Bloomberg to tell us more about this unique service.
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process is key in terms of demonstrating 
best execution required by both 
their investors and global regulatory 
framework. Analytic providers 
themselves also find the distribution 
of their tools via FXGO very straight 
forward and beneficial as it allows 
them to reach their broader client 
base.

In what ways do you think displaying 
unique intellectual property, in this 
case proprietary analytics, inside the 
FXGO platform is a good model for the 
future and will help you to deliver a 
more powerful experience for users?

As financial markets are getting 
increasingly more complex and 
the amount of relevant data and 
visualization tools operating on 
that data continues to expand 
and include 3rd party services, 
clients are looking at their 
platform providers such as FXGO 
to streamline and rationalize their 
experience. We will continue to 
leverage our in-house technology 
to allow for seamless integration 
of external services into the trading 
process where it benefits the 
client and enhances their trading 
experience. 

Most commentators expect to see 
FX algo trading increase significantly 
over the next few years. What plans 
does Bloomberg have to respond 
to this and how will you be looking 
to meet the need for more trading 
decision support tools for investors? 

In line with the industry, we observe 
consistent growth of algo trading 
both in terms of number of clients 
and traded volume year over the 
year and there is no indication of it 
slowing down. Bloomberg saw our 
user base of clients using FX algos 
grow 15-20% over the last year 
alone.

FXGO plans to continue to be 
on the forefront of the industry 
transformation and partner with 
algo providers to expand its 
instrument coverage into emerging 
markets, NDFs, precious metals and 
derivatives. 

As far as decision support tools 
we will continue to build and 
integrate our composite pricing, 
news, analytics and cost models 
into all relevant trading workflows 
to optimize and automate trading 
process for our clients.

Manage your in flight algo orders from FXGO Order Manager

Oleg Shevelenko

Monitor your markets and launch algos from FXGO Trading Grid
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aspects of FX to reflect this laterally 
incorporating the FX Global Code.  Over 
the years the method of execution has 
become more electronic.  With the 
transparency that this offers, we have 
increasingly analysed the methods in 
which we trade to try and create a 
feedback loop so that we are better 
informed in the future.  In essence we 
now spend a lot more time analysing 
the various pieces of data that we 
receive on execution to better inform 
our “point of trade” decision making.

What do you see as the most important 
attributes that a good FX trader needs 
to have nowadays?

The ability to evolve.  Over the 
years the modus operandi of a 
trader has changed massively.  The 
electronification of the market and 
all the data that is captured on the 
back of trading in this way has meant 
that traders now spend a lot of time 
analysing data.  A lot of time is actually 
spent looking through the reams of 
trading data to better inform future 
trading decisions.  

Traders now rely a lot on technology 
to supplement this and so an 
understanding of technology is also 
becoming an increasingly important 
factor of trading roles.  One pattern 
that is certainly evolving is the ability of 
the trader to utilise programming skills 
to deliver reports from the multitudes of 
information that lands on his/her desk.  
Today, traders are required to code in 
Python (and the like) as part of their 
day-to-day job.  I think this may well be 
increasingly required in the years ahead.

What are the main objectives of your 
currency trading team and in what 
ways does its execution expertise 
contribute and compliment to the 
overall investment process?

One of our team aims is to deliver best 
execution regulatory requirements 
whilst minimising market footprint.  
We also adhere to the behaviours and 
expectations of the FX Global Code.  
Specifically, we aim to deliver the 
best possible execution outcomes for 
all of our different stakeholders.  We 
curate liquidity pools and utilise bank 
algorithms that will deliver the best 
outcome for the differing requirements 

of our stakeholders which is additive to 
the investment process.

How much emphasis do you place 
on continually working to improve 
your technology stack and trading 
platforms?

Utilising technology is becoming 
an ever-increasing part of our day.  
Improving trade workflows by utilising 
technology is fast moving the trader of 
the future into a job akin to an airplane 
pilot flying on autopilot.  The trader 
of the future will allow technology to 

automate the trades that do not need 
attention (with appropriate Transaction 
Cost Analysis (TCA)), allowing the trader 
to focus on the trades where he can 
add distinctive value to the process.  At 
Insight we continually look to improve 
our trading outcomes to compliment 
the overall investment process.  
Technology improvements form a large 
portion of this process.

When did Insight Investment start to 
explore the use of FX algorithms and 
how difficult has it been to integrate 
them into your trading operations?
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Richard, please give us a little 
background on your career to date and 
how you became involved in FX?

When I left school, I started a student 
apprenticeship in engineering. However 
on finishing my engineering degree I 
moved into commodity trading for a 
large private firm.  From commodities I 

moved into trading FX and interest rates 
whereupon I moved to Pareto Partners 
(now Insight Investment) to specialise 
in FX.

What do your typical day to day 
responsibilities within Insight 
Investment involve and how has your 
job evolved over the past few years?

We execute all the FX requirements 
of the many stakeholders who need 
our services at Insight.  We trade all 
FX products (Spot/Fwd/Swaps/Futures/
Options) and we aim to deliver “best in 
class” FX services in all products.  Over 
the years the Best Execution policy has 
evolved, and we have strived to improve 
the method in which we execute all 

Leveraging algos as part of a 
market leading FX execution 
service
With Richard Turner, Senior Trader, Currency Solutions at Insight Investment

Richard Turner

Insight Investment is a leading asset manager focused on designing 
investment solutions to meet its clients’ needs. Founded in 2002, Insight’s 
collaborative approach has delivered both investment performance and 
growth in assets under management. Insight managed £836bn1 of assets as
at 30 September 2021 across its core liability-driven investment, risk 
management, full-spectrum fixed income, currency and absolute return 
capabilities. We asked Rich Turner to tell more about how the currency trading 
team of this large global firm harnesses the power of algorithmic trading.

Insight Investment by numbers
1As at 30 September 2021. Assets under management (AUM) are represented by the value of cash securities and other economic exposure managed for clients. 
Figures shown in GBP. Reflects the AUM of Insight, the corporate brand for certain companies operated by Insight Investment Management Limited (IIML). 
Insight includes, among others, Insight Investment Management (Global) Limited (IIMG), Insight Investment International Limited (IIIL), Insight Investment Man-
agement (Europe) Limited (IIMEL) and Insight North America LLC (INA), each of which provides asset management services.20 November 2021 21November 2021



At Insight we have been trading 
FX electronically for many years.  
Initially we utilised “click and deal” 
to execute, which quickly evolved 
into bank algorithms.  We were 
first users of many of the bank 
algorithms and have been on this 
journey to electronification from 
the very beginning.  Complimenting 
this approach, we have continually 
improved our trading operations to 
allow us to collect and use the data 
that comes with electronification.  

We have also looked to strategically 
partner with certain vendors to deliver 
best in breed TCA.  We are constantly 
looking at ways to automate our many 
processes.

What direct benefits does the use of trade 
execution algorithms deliver for you?

Transparency of execution, adherence 
to best execution requirements as well 
as adherence to the principals of the FX 
Global Code. 

What factors might influence the sort 
of FX algorithms you employ and the 
type of orders you work with them?

We do a lot of work around 
behaviours of child order fills within 
algorithms, as well as overall market 
slippage.  We look to analyse the 
outcomes to ensure that they meet 
with the expectations we have at 
execution onset.  

Underlying market conditions are also 
very important to us and our method 
of execution is often driven by how the 
market is behaving.

What are you particularly looking for in 
terms of the functionality that FX algos 
can offer?

We utilise algorithms that provide 
in-flight transparency around 
execution.  We also make sure that 
the behaviours of the algorithms 
match our expectations of them.  The 
FX Global Code has brought focus 
onto the behaviours of execution 
algorithms (as well as other methods 
of trading) and we curate algorithms 
that satisfy adherence to the FX 
Global Code.

To what extent does an understanding 
of market dynamics and liquidity 
influence the decisions you take on 
how to deploy an FX algorithm and 
the execution style that may be most 
appropriate?

An understanding of the underlying 
market conditions at time of trade is 
vitally important.  Different currency 
pairs have very different (and sometime 
similar!)  profiles.  If you also consider 
the nuances of NDF currencies the 
question of where/how to trade can 
be very challenging.  At Insight we 
utilise as much data as we can to 
inform our decision at point of trade.  
In some instances, given tricky market 
conditions, the decision to risk transfer 
the entire execution via RFQ may 
provide us with the best outcome.  

In other instances, it may prove best 
to remain very passive and take some 
time risk.  The problem we sometimes 
encounter is that, ultimately, until you 
are actually “in the trade” you can’t say 
with 100% confidence what the market 
conditions are.  This is an area we are 
looking to improve in the forthcoming 
years,

How “hands-off” are you prepared 
to be once you have committed to 
using an algo or do you still like 
to micro-manage various parts of 
the execution process or at least 
constantly monitor it?

The members of the trading team at 
Insight have very different approaches 
to execution.  We encourage the 
team to utilise the data as much 
as possible to inform their decision 
of which algos/liquidity pools to 
use.  Ultimately however, different 
traders have different styles and have 
differing approaches to execution 
management.  Some frequently 
trigger limits whilst others may toggle 
liquidity parameters such as urgency.  
Ultimately these interactions can be 
analysed using TCA to see the trader’s 
alpha.

Have you been able to establish an 
algorithmic FX trading policy to deliver 
evidential results that can prove that 
your method of execution with these 
toolsets is robust and consistently 
good?

Yes.  Over the years we can evidence 
this utilising our TCA.  We use several 
benchmarks to do this but ultimately 
our execution performance is evolving 
with the market and the underlying 
liquidity conditions.  We are constantly 
analysing our data for better ways to 
trade.

How do you source the FX algorithms 
you use and what sort of information 
about their capabilities and 
performance attributes are you seeking 
from providers?

We have an algorithmic trading policy 
which governs the way we choose 
algorithms.  We also have regular 
meetings (as well as live discussions) 
to look at changes in the methods we 
employ to execute trades.  We look 
to our independent TCA providers to 
help us analyse the data that is sent 
to us from our counterparty banks.  
We also challenge our counterparties 
to give us standardised data so 
that we can be homogenous in our 
data analytics.  Data is a key point, 
and we are constantly asking our 

Insight Currency Absolute Return Exposure

Source: Insight. D
ata as at 14 Sept 2021

Traders now spend a lot of time analysing data

Insight has been trading FX electronically for many years

The problem we sometimes encounter is that, ultimately, until you are actually “in the 
trade” you can’t say with 100% confidence what the market conditions are
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counterparties for more data where 
we think we need it. How has the 
way you work with FX algos changed 
since you first started using them? For 
example are you trying to make their 
selection more systematic and are you 
prepared to experiment with relatively 
unproven and brand new algos.

Our Algorithmic Trading Policy enables 
us to put structure around the algos 
that we use.  Our policy is constantly 
evolving as the liquidity landscape 
changes.  For Insight, liquidity provision 
is key and we try to ensure that the 
liquidity we use is consistent with 
out Best Execution policy, as well as 
adhering to the FX Global Code.  If 
we utilise a new algorithm there is a 
very deep dive into the algorithm’s 
design and whether it is suitable and 
consistent to our trading policy.  Once 
we are comfortable with this, we then 
forensically monitor the algo in-flight.  
There is then a post trade deep dive 
into the performance of the algo.  A 
decision on its suitability is then made.  
Ultimately all the algos we use are 
being constantly monitored for their 
performance and suitability to our flow.

How much has the Covid-19 pandemic 
and working from home environment 
acted as catalyst for your team 
to increase their level of trading 
automation including the use of algos?

Before the onset of Covid-19, we were 
already extensively utilising algorithms.  
The pandemic only served to cement 
the idea that what we were doing 
was the correct approach.  We had 
some positive outcomes over the very 
volatile periods. The speed to market 
and adaptive nature of our electronic 
execution performed very well.  

Looking forward we are aiming to 
utilise rules-based trading to allow a 
degree of automation in our trading.  
We will be looking to utilise automation 
to reduce the number of manual 
tickets and allow us to concentrate our 
efforts on the trades which are trickier 
in nature.  We have an exceptions 
framework to capture any outliers and 
highlight any issues.

Some firms rely on their own internal 
TCA toolsets to better inform their 
decision-making process at the point 
of trade execution whilst others work 
with external independent third-party 
TCA providers. How do you approach 
this task?

We have external TCA providers to 
provide our clients analysis which 
is independent.  We utilise this 
independence to meet our client 
requests for execution information such 
as costs.  However, we do perform 
our own TCA when required.  Often, 

we will do deep dives into execution 
analysis and this is performed utilising 
BOTH third party TCA providers and our 
own internal TCA.  We are constantly 
challenging our approach to execution.

How far can leading buyside firms like 
yours go with algorithmic trading? In 
other words is the ultimate objective 
fully no-touch execution or is that 
going too far?

Algorithmic trading gives very 
transparent execution.  With any 
approach that is not electronic, this 
transparency is potentially lost, as 
subjective information must be used.  
At Insight we believe that we should 
be as transparent as possible around 
execution.  We will look to increase our 
degree of no-touch execution where 
we can.  However, we are realistic in 
our approach to realise there are times 
when we must utilise manual execution.  
I firmly believe that over time our 
percentage of no-touch execution will 
increase but we will still be needed 
to have some inputs into the trickier 
trades.  I would also expect this to 
happen over asset classes other than FX.

You have talked in the past about 
wanting to see the industry improve 
its transparency around rejection 
codes, type of liquidity, cross currency 
liquidity and last look. Are you satisfied 
with the progress that’s been made so 
far on these issues?

Transparency and consistency of data is 
the key issue here. The “Holy FX data 
Grail” is the aim, where all algorithmic 
counterparties supply the data 
mentioned in a standardised and timely 
fashion. I was involved in a lot of work 
with The FX Global Code around TCA 
and data and the focus was very much 
on improving standards. There is now 
a template that can be downloaded 
and utilised, and our hope is that, 
ultimately, everyone uses the same 
format to send data.   

This approach enables us to challenge 
the counterparties to fill in the gaps 
where we see inconsistencies across the 
data set. Insight was also involved with 
the Global FX Committee’s Disclosures 
Working Group, led by the Bank of 
England.  We will be encouraging all 
our liquidity providers to complete 

these disclosure templates and make 
them publicly available for their liquidity 
consumers. We use this alongside 
TCA data and the completeness of 
data mentioned above, to rate our 
counterparties at reviews.

In what ways do you think the 
increasing use of sophisticated yet 
flexible toolsets like FX algos will 
change the role of the FX trader in the 
future?

The role of the FX trader is constantly 
evolving, and the increased use of 
electronification/rules-based trading 
will enable the trader to concentrate 
more effort on trading that requires 
attention.  Manual tasks will be 
automated, removing the potential 
for key-stroke risks.  This will enable 
the trader of tomorrow to focus more 
attention on data analysis.  Managing 
counterparty relationships will become 

more transparent and attention will 
be focused further on execution 
performance and costs.  There is still 
a lot of work to be done regarding 
transparency of trading costs across ALL 
asset classes.

Looking ahead how ambitious are your 
plans to leverage the power of FX algos 
still further and do you expect them to 
play an increasingly important role at 
Insight Investment?

FX algos give transparency to execution 
and allow us to meet our best execution 
requirements whilst adhering to The FX 
Global Code.  We can do a tremendous 
amount of analysis, with electronic 
trading, which allows us to forensically 
improve our performance over time.  I 
would hope that we will increase our 
usage of FX algos going forward but 
we will only do so when our analysis 
suggests that is the right thing to 

do.  At Insight we pride ourselves in 
constantly challenging ourselves to 
do better.  I hope to see this continue 
by utilising new developments in FX 
algorithms amongst other suitable 
technology solutions.

1As at 30 June 2021. Assets under 
management (AUM) are represented 
by the value of cash securities and 
other economic exposure managed for 
clients. Figures shown in GBP. Reflects 
the AUM of Insight, the corporate 
brand for certain companies operated 
by Insight Investment Management 
Limited (IIML). Insight includes, 
among others, Insight Investment 
Management (Global) Limited (IIMG), 
Insight Investment International 
Limited (IIIL), Insight Investment 
Management (Europe) Limited (IIMEL) 
and Insight North America LLC 
(INA), each of which provides asset 
management services.

Today, traders are required to code in Python (and the like) 
as part of their day-to-day job
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FX algo usage has increased 
dramatically over the last half decade. 
As a result, there is significant pressure 
on FX dealers to successfully meet 
complex client expectations – especially 
regarding liquidity during volatile 
times. 
FX dealers and aggregators have an 
extremely challenging task to make 
sure they optimally match incoming 
orders with liquidity providers and 
achieve high fill rates, while at the 
same time providing low slippage, 
positive yield curve for the liquidity 
providers themselves, without any 
material market impact. As trading 
volumes and client expectations rise, so 
to does the need to improve execution 
performance. The need for a smarter 
generation of FX algos is something 
that is being felt industry wide. 

AI and Machine Learning (ML), and 
more specifically, a subset of AI known 
as deep learning, are finding numerous 
applications in the FX algo trading 
space. Deep learning is increasingly 
valuable in the development of a 
smarter generation of FX algos. Algos 
that are based on this type of machine 
learning can improve the quality of 
order fills no matter how complex or 

volatile the markets are and do so 
irrespective of the high volume of 
data or the data’s structure. This is 
something that was driven home to 
everyone involved with algos, either 
through building them or through 
utilising them, during the pandemic. 
The use of deep learning and AI/ML-
driven applications can help algos 
respond to real-time market dynamics 
and associated areas like data and 
liquidity management, creating 
substantial improvements in execution 
results, even during times of high 
market volatility. 

WHAT IS DEEP LEARNING?
Deep learning is a type of AI 
technology that allows predictive 
analytics to be automated, using even 
the most complex and abstract source 
data. As a result, it can effectively 
emulate and enhance the way that 
humans understand and decipher 
knowledge. In terms of trading, 
its value comes from its ability to 
recognise more intricate and non-linear 
patterns in behaviour in the markets, 
including rapidly changing market 
conditions. 

Whatever the application, deep 
learning has the edge over human 
involvement in dealing with vast 
swathes of data. There’s no way a 
human could cope with the speed of 
the market and the volume of data, 
even using the simplest rule-based 
models. 

But the question for some is: how 
can technology go beyond  the 
intelligence, experience, and 
knowledge of a human? Deep learning 
bridges that gap, as a technology that 
can process and extract the necessary 
insights from even the largest volume 
of data, in a way that an intelligent 
person would. 

As such, it equips electronic trading 
platforms with the tools they need 
to quickly interpret data and execute 
orders through enhanced FX algos that 
are automated to a much higher level, 
smarter, and reactive to changes in 
market conditions.

HOW DEEP LEARNING CAN 
ADVANCE FX ALGOS
Traditionally, order routing has been 
performed with static routing tables 
or, more recently, algorithmically, with 
the aim of increasing trading efficiency 
and striving for better execution. But 
there are multiple factors that come 
into play, and so many ever-changing 
variables that could potentially have an 
impact on results. Things like market 
conditions (both live and historical) 
and the impact of trades, order flow, 
trading profiles, and taker and maker 
behaviours can all have a serious effect 
on order routing.  

These more traditional order routing 
approaches struggle to achieve 
optimum execution and profitability, 
mainly because they are not able 
to fully grasp the sheer volume of 
data that needs to be analysed. The 
enormous amount of data involved 
in the process requires more than 
statistical or algorithmic approaches 
can handle, and that’s where deep 
learning comes in. Deep learning 
technology can include extensive 
amounts of data in its analysis, as well 
as successfully identifying patterns and 
behaviours that are not immediately 
apparent with the traditional statistical 
methods. 

AI tools that use deep learning not only 
allow algos to produce decisions that 
are more intelligent than simple algos 
based on benchmarks can typically 
generate, they can also shrewdly 
employ predictive analytics to calculate 

Leveraging deep learning 
for the creation of a smarter 
generation of FX algos
By Daniele Grassi, CEO, AxyonAI

future market movements. Based on 
a combination of complex rules and 
historical data, they offer real-time 
analysis and long-term predictions that 
allow platforms and traders to make 
better informed and more successful 
trading decisions.

Liquidity management is key to FX 
trading, and the better liquidity is 
managed, the better the order fills are. 
However, it’s important to be able to 
balance data science with maintaining 
relationships, and this is something that 
the use of AI-powered FX algos with 
deep learning technology can support. 

THE EVOLUTION OF ALGOS 
FOR SMART ORDER ROUTING
FX algos were initially used as buy-
side risk management tools, aiming to 
increasing the efficiency of trades – for 
example, slicing orders across either 
time or volume, or even both. Then 
came the emergence of other types of 
algorithmic models. 

Models like alpha generation models 
were designed to generate profit, for 
example, while quantitative models 
were generally obscure and often 
based on mechanical heuristics. One of 
the main drawbacks of these models 
was, and continues to be, that they 
fail when the dynamics of the market 
change. So how can market dynamics 

and conditions be considered? The 
answer is AI and machine learning. 

DEEP LEARNING AND SMART 
ORDER ROUTING
Without a doubt, smart order 
routing makes achieving optimised 
results easier, but there are several 
performance issues involved that can 
be addressed and improved by using 
deep learning.

For example, in addition to maximising 
order fill rates and improving the 
overall quality of order fills, deep 
learning can examine historical fill 
rates. When used in this way, it can 
help to predict future order fill rates, 
according to market conditions and 

different liquidity providers.

Understanding the potential market 
price reaction to an order is vital in 
terms of understanding the overall 
quality of execution, but the factors 
involved in assessing it are variable to 
say the least. The advanced analytics 
of deep learning technology makes 
predicting an order’s market impact 
much more effective. 

Anomaly detection is another 
process made easier by leveraging 
deep learning in FX algos, which is 
valuable when it comes to supporting 
automated compliance processes, 
such as the automatic detection of 
anomalous or irregular trades. 

Daniele Grassi

Deep Learning can effectively emulate and enhance the way that humans understand and decipher knowledge

The value of Deep Learning in trading comes from its ability to recognise more 
intricate and non-linear patterns in behaviour in the markets 

26 November 2021 27November 2021



A
LG

O
TE

CH

Deep learning also makes it easier and 
quicker to detect patterns in large 
volumes of data, so if there are trading 
or market maker trends, FX algos can 
use them to make smarter decisions. 

IMPORTANT CONSIDERATIONS 
FOR LEVERAGING DEEP 
LEARNING
While applying deep learning to 
dynamically create and manage 
FX algos leads to better execution, 
getting to this level of complexity 
is not immediate. There are several 

requirements needed for a high 
success rate in the development of 
these AI models.

First and foremost, an extensive 
domain knowledge is crucial to be 
able to accurately understand how the 
order routing process works, as well as 
the exact meaning and the variability 
of the data that is generated during 
the routing process.  

Some of the common impairments 
to the capabilities of AI tools and 

systems within the trading and 
asset management industry are data 
leakage, overfit, and bias problems, 
which can be effectively managed with 
knowledge and experience in financial 
time series modelling. At the same 
time, a complex feature engineering 
process is needed to reduce data noise 
to a minimum, as well as handling 
potential data gaps and high variability.

It’s also worth noting that training 
and selecting the best performing 
(and the most generalising) predictive 
deep learning models is extremely 
intensive, computationally, and will 
generally require access to more than 
one computing system. Having enough 
computational distribution capability 
to efficiently allocate the training and 
evolution of the models across several 
nodes is key.

Finally, the fact that market patterns 
change means there’s a requirement to 
refresh the deep learning models that 
are used for prediction. This means 
performance monitoring is a vital part 
of the process, along with the ability to 
update models and retrain as needed.

DEVELOPING ALGOS FOR A 
SMARTER FUTURE
Automation is key for a smarter 
generation of FX algos, with client 
order volumes increasing and traders 
under pressure to handle them with 
more speed and more efficiency. 
That’s why the obvious next step 
in algorithmic trading and liquidity 
optimization is deep learning, with its 
ability to generate insights from huge 
amounts of unique data in a fraction 
of the time it would take statistical or 
human-based approaches. 

By going one step further than just 
analyzing historical data and truly 
learning from the patterns and 
behavior, deep learning technology 
can power the next generation of FX 
algos to dynamically manage liquidity 
and improve execution performance.  
Leveraging deep learning to create 
FX algos leads to smarter algos that 
are specifically designed to alleviate 
market impact, improve liquidity, and 
enhance execution performance, by 
understanding and reacting rapidly to 
the ever-changing market dynamics.  

Anomaly detection is another process made easier by leveraging deep learning in 
FX algos

Leveraging deep learning to create FX algos leads to smarter algos
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Algorithmic Trading and 
Quantitative Strategies provides 
an in-depth overview of this 
growing field with a unique 
mix of quantitative rigor 
and practitioner’s hands-
on experience. The topic of 
execution algorithms is covered in 
detail with emphasis on the state 
of the field and critical topics 
including the elusive concept of 
market impact.

https://www.amazon.co.uk/Algorithmic-
Quantitative-Strategies-Financial-Mathematics ebook/dp/B08FRQHT1S/ref=tmm_kin_
swatch_0?_encoding=UTF8&qid=1637318714&sr=1-6

Algorithmic Trading 
and Quantitative 
Strategies

OPENING UP THE WORLD OF COMPARATIVE MULTIBANK 
FX EXECUTION

youtube.com/watch?v=qadP58fygNM

THE EVOLUTION OF THE SPOT FX MARKET
youtube.com/watch?v=qr3u8Ucvfvw
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®

FXSpotStream is a bank owned consortium operating as a market utility, providing the infrastructure 
that facilitates a multibank API and GUI to route trades from clients to LPs. FXSpotStream provides a 
multibank FX streaming Service supporting trading in FX Spot, Forwards, Swaps, NDF/NDS and 
Precious Metals Spot and Swaps. Clients access a GUI or single API from co-location sites in New York, 
London and Tokyo and can communicate with all LPs connected to the FSS Service. Clients can also 
access the entire Algo Suite of the FSS LPs, and assign pre- and/or post-trade allocations to their 
orders. FXSpotStream does not charge brokerage fees to its clients or LPs for its streaming offering. 
Algo fees from an LP are solely determined by the LP. 
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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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