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Figure 1: The Use of Electronic 

Channels will Increase in the Future
Figure 2: E-commerce is 

Expected to Continue its 

Growth
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I am expecting to conduct 

almost all my business via ‘e’

I will use ‘e’ more than today, 

but still rely on ‘voice’ as well

I will use ‘e’ and ‘voice’ in the 

same proportions as today
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‘E’ will completely overtake 

‘voice’

The share of ‘e’ against 

‘voice’ in the marketplace 

will increase

The share of ‘e’ against 

‘voice’ in the marketplace 

will remain the same
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1. All Asset Classes Can be Now 
Traded Electronically

The share of trading done via digital channels instead of by voice is consistently 

increasing across all products. As the ratio of electronification increases, 

commissions and margins are being compressed, which in turn drives buyside 

participation and further investment in e-commerce. All asset classes consistently 

follow this evolutionary path, albeit at different speeds and, therefore, they are now 

at different stages. There is a broad understanding that the electronification of capital 

markets trading is an irreversible process that must be integrated into industry 

trading practices (see Figure  1 and Figure  2).
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The primary consequence of the financial crisis was the strategic shift of the entire 

industry away from complex derivatives and towards simpler flow products, driven 

both by regulations and by actual demand. Unless trading volumes increase sharply 

in the near future – which is unlikely to happen on a grand enough scale – excess 

capacity must be removed, either voluntarily or as a result of overbearing regulatory 

pressure. Since there can only be three players standing on the three-steps of the 

winner’s podium for a given asset-class, all but a handful of flow monster banks 

are forced to focus their capital allocation on areas where they have a tangible 

competitive advantage.

With the bulk of the DFA enacted in the US and with EMIR expected in force by mid-

2014, the general outlook within the sellside with regard to liquidity and revenues 

remains pessimistic. The number of trading venues and the fragmentation of liquidity 

across those venues are both expected to increase, along with the overall level of 

market transparency. This will happen to the detriment of revenues and profitability 

(see Figure  3).

2. Something’s Gotta Give

Figure 3: The Impact of the Upcoming 

Regulations on the Characteristics of the Markets
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Fund managers are under an unprecedented amount of pressure from their own 

clients and investors to effectively manage investment portfolios. They must seek 

efficiencies by rationalising their operations and investment teams, consolidating 

the number of counterparties they deal with, focusing on alpha by delegating the 

management of beta and by optimising their use of technology. Consequently, the 

importance and value attached to each of the various stages of the investment cycle 

are shifting. For fund managers, whether traditional or alternative, there is a clear 

shift of the key selection criteria away from execution and STP toward pre- and post-

trade functions. When compared to other transactional methods, SDPs remain the 

channel of choice for these two parts of the lifecycle, which are growing 

(see Figure 4). 

3. Digital Investment Banking

Figure 4: Preferred Channels 

across the Trading Lifecycle

To address the needs of the investor community and capitalise on the strengths 

of SDPs, the next generation of e-commerce solutions – the integrated Digital 

Investment Banking (DIB) platform – must be holistic, adaptable to varied needs 

and changing market structures while also designed to maximise user productivity. 

Adding new features to the existing multitude of systems is counterproductive – a 

holistic and fresh look at e-commerce is needed.

Si Di Mu VoiSingle-dealer Platform Direct API / FIX VoiceMulti-dealer Platform

Pre-trade

Execu

STP

Post-trade



4 © GreySpark Partners 2013GreySpark Index: Trends in E-commerce and Electronic Trading 2013 

• Our annual report on Trends in e-Commerce and Electronic Trading is a unique 

opportunity for the Capital Markets industry to get a fact-based insight on the 

current situation and emerging trends. Each year three components allow us to 

draw an accurate picture of the current e-commerce landscape and to advice on 

the best actions to move forward. Those are: firstly, 12 months of the experience 

working with market leaders and those aspiring to the role of the leaders, advising 

them on e-commerce and electronic trading technologies, business models 

and strategy; secondly, qualitative interviews with the industry experts and 

e-commerce leaders and thirdly, quantitative survey of 100+ participants from the 

buyside, sellside and vendors representing altogether Europe, Asia-Pacific, both 

Americas and Africa. 

•  This year the series cover:

1. Trends in Fixed Income Trading 2013 – published in Q1

2. Trends in FX Trading 2013 – published in Q2

3. Trends in E-commerce 2013 – published in Q3

4. Trends in Equities Trading – to be published

• The following part includes summaries and infographics for the first three reports

• An article featuring the fourth report Equities Trading: Feeling the Squeeze 

available at: http://research.greyspark.com/2013/equities-trading-feeling-

thesqueeze

4. About the Research Series 

Trends in E-commerce and 

Electronic Trading
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GreySpark Partners presents the first report in a four-part series on Trends in 

E-Commerce 2013. The first report in the series examines the current state of 

electronic trading in the fixed income markets, specifically for bonds and bond 

derivatives, laying out the current macroeconomic and regulatory background, 

and providing a maturity model that banks can use to adapt their business to 

coming changes in the market structure.

Industry Report

Fixed Income Electronic Trading 2013:

To address the needs of the investor community and capitalise on the strengths 

of SDPs, the next generation of e-commerce solutions – the integrated Digital 

Investment Banking (DIB) platform – must be holistic, adaptable to varied needs 

and changing market structures while also designed to maximise user productivity. 

Adding new features to the existing multitude of systems is counterproductive – a 

holistic and fresh look at e-commerce is needed.

Leading banks must adapt to this changing landscape by differentiating themselves 

from competitors and by becoming specialist providers of fixed income liquidity. To 

aid in this effort, the report creates a business and technology maturity model that 

banks can use to prepare for changes to the market structure for bonds and IRD 

dealing. 

This maturity model can be used to assess the adaptability of a bank’s fixed income 

dealing business and drive decisions in the development or adaption of technology 

solutions that will allow that business to grow in an increasinglycompetitive future 

landscape.

FIXED INCOME 

ELECTRONIC 

TRADING 2013

HOW BANKS CAN 

PREPARE FOR 

CHANGES IN THE 

MARKET STRUCTURE

PRICE: GBP 1500 

(excl. VAT)* 

*We accept payment in multiple 

currencies.

For more visit:

grys.pk/llmm
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Regulatory Impact
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FIXED INCOME ELECTRONIC TRADING 2013

In 2013, liquidity in the fixed income markets for bonds 

and interest rate derivatives is fragmenting ...

Liquidity 

Growth Reactive 
Investment in E-Trading 

IT

Dealers 

Maintain 

Status Quo
Slower Uptake 
of E-Trading

... and the impact of incoming regulations

may have varying effects on the market ...

Fixed Income Volumes

This report provides banks with: 

• Explanation of the regulations reshaping the fixed 

income industry.

• Analysis of how changes in the market infrastructure 

are transforming the business model.

• A competitive analysis of the trading venue 

battleground.

• A business maturity model for e-trading offerings.

More info at: research.greyspark.com
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GreySpark Partners presents a new report examining future structural changes 

to the FX market as the fragmentation of currencies liquidity across a larger 

number of trading venues increases. The report is the second in a four-part 

research series titled Trends in e-Commerce and Electronic Trading 2013. 

This report explores the macroeconomic forces and new capital markets regulations 

in the EU and US that are challenging the investment banking industry’s status as 

broker-dealers of liquidity to the FX market. The outcome of the combination of 

these forces will give buyside customers more choice and control than they had in 

the past in their FX trading activities as the proliferation of dealer-to-client (D2C) FX 

multi-dealer platforms (MDPs) continues.

As the number of D2C FX MDPs grows, currencies liquidity will naturally fragment 

away from the concentrated, bank-to-bank dealer-to-dealer (D2D) platforms onto 

D2C trading venues. Meanwhile, spot and forward FX spreads between major 

currency pairs on the D2D venues will grow increasingly tighter every year as a result 

of the advent of decimalised pricing and the electronification of trading activities. So 

far, banks have adapted to these changes in the FX market’s structure by directing 

larger amounts of proprietary and client FX liquidity onto D2C venues.

But this movement of currencies liquidity away from D2D platforms is a clear 

indicator that the long-standing FX market model of bank-to-bank trading venues 

housing the majority of global liquidity is changing. The new report anticipates that, 

in the next three years, the dividing lines between the characteristics of D2D and 

D2C FX venues will become blurred, and an all-to-all (A2A) market for FX liquidity 

will arise.

The new report outlines how banks can adapt to this shift in the FX market’s 

structure in an effort to retain client business. As such, the A2A market will 

encourage buyside FX investors to trade directly with one another, breaking the 

mould of their traditional relationships with inter-dealer brokers.

Industry Report

Trends in FX Trading 2013

TRENDS IN E-COMMERENCE AND

ELECTRONIC TRADING 2013: PART 2 OF 4

FXTRADING
TRENDS IN

2013

PRICE: GBP 1500

(excl. VAT)

We accept payment in multiple 

currencies.

For more visit:

grys.pk/zs9qv
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GreySpark Partners presents a report exploring the latest trends in investment 

banking e-commerce. It examines how the current generation of single-dealer 

platforms (SDPs) must be replaced with a new quality of Digital Investment 

Banking (DIB) platforms if banks are to remain competitive long term. The 

report is the third in a four-part series Trends in E-commerce and Electronic 

Trading 2013.

This report examines the current state of banks’ e-commerce offerings. Following 

the financial crisis, banks have refocused their trading from complex financial 

engineering to the distribution of simpler products. The research found that, as a 

consequence of this significant increase in e-trading venues, which coincided with 

subdued transaction volumes, several asset classes are suffering from chronic over-

capacity. Until this excess e-trading capacity is withdrawn voluntarily or as a result 

of regulatory pressures, the investment banking industry will struggle to achieve 

satisfactory profitability levels, let alone return to pre-crisis return on investment 

ratios.

Proprietary bank platforms are about to enter a new generation. The traditional 

SDPs that spearheaded the transition to e-commerce are reaching the dusk of 

their existences; they are now too numerous, too cumbersome and too narrow in 

scope. Despite the colossal inflation of the technology investment required to bring 

an SDP to market, proprietary platforms remain unique tools to build and defend 

an investment banking franchise. This new generation of DIB platforms will replace 

existing SDPs and will dramatically raise the barriers-to-entry for any bank seeking 

to avoid the disintermediation of its SDPs created by multi-dealer platforms.

With increasing costs and collapsing margins, it is no longer possible for investment 

banks – bar a handful of ‘flow monsters’ – to compete in every segment of the 

market. Flow monsters need to refocus their ambitions and have a structured and 

objective re-evaluation of their market positioning, technology capabilities and levels 

of readiness for adaptation to new market structures. This report concludes with 

advice on how to build a competitive e-commerce strategy in the new era of DIBs 

and client-centric offerings.

Trends in E-commerce 2013

Industry Report

PRICE: GBP 1500

(excl. VAT)

We accept payment in multiple 

currencies.

For more visit:

grys.pk/e-com13
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GreySpark’s focus is solely on the capital markets industry. This means we can deliver best-of-breed business, 

management and technology services to investment banks, hedge funds, asset/wealth management companies, 

exchanges and other regulated markets, data vendors and e-trading systems designers.

Clients

GreySpark has an in-depth knowledge of our clients’ businesses. The firm has the ability to operate across all 

asset classes, with particular expertise in:

•	 Electronic trading including algorithmic trading, client connectivity, e-Commerce, exchange connectivity, 

market data, order routing and more. 

•	 Risk and Position Management including credit, market and operational risk, P&L calculations, post-trade 

processing, portfolio management and valuation. 

•	 Data Management including compliance and reporting, decision support and analytics and reference and 

historical data. 

Business Focus

As a professional services consultancy, GreySpark can work in a number of ways to suit 

your requirements.

Advisory – We engage with clients to identify industry trends, benchmark performance 

against peers and evaluate technology. We also audit clients’ processes or technology  to 

help the company achieve peak performance.

Projects – Business transformation, IT solutions or operational efficiency: we can deliver 

these at a fixed price and within an agreed timescale.

In-sourcing – Our best-of-breed consultants are available to augment your organisation, 

either as an extra pair of hands or as a specialist resource. GreySpark is its people, so we 

only employ the best. 

Managed Services – We deploy dedicated support teams into our clients’ organisations. 

We provide these services under an SLA commitment for high-reliability and reduced costs.

To learn more about GreySpark, please contact: +44 (0)207 011 9870

Engaging with 

GreySpark

Turning Experience into Knowledge

Capital Markets Intelligence delivers research reports on timely industry topics, sharing an impartial view of the 

competitive landscape on the buyside and sellside.

GreySpark’s innovative approach differentiates the CMI practice from traditional research firms, based on:

•	 Practical,	hands-on	experience gained through the  delivery of business and technology solutions to 

financial institutions

•	 Close	relationships with a large number of decision-makers across all segments of the financial industry 

•	 Rigorous	quantitative	and	qualitative	analysis

Leveraging GreySpark’s hands-on consulting experience into actionable market advice and strategic 

intelligence

The practice offers:

•	 Bespoke	research	as	a	stand-alone	piece	or	as	a	module	in	a	larger	GreySpark	project
•	 Industry	reports	sold	on	a	one-off	basis	or	as	an	annual	subscription
•	 Free	articles	and	access	to	our	research	portal	archives

Capital Markets 

Intelligence Practice

Business
Consulting

Covering all areas that require 

a particular industry-aligned 

expertise, including front-office, 

operations, risk and regulatory.

Management 
Consulting

Focusing on areas that require 

a particular management 

expertise,	including	project	
and programme management, 

interim management and 

organisational 

Technology 
Consulting

Specialising in challenges 

that require a particular 

technology expertise, including 

architecture, software 

development, infrastructure, 

support and IT strategy.


