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The biggest finding in our latest report (available to market structure and technology customers) on FX
electronic trading was nothing. Our 1500+ interviews with global FX users showed continued growth in
electronic trading (74% of users trade FX on the screen), growth in execution algorithm usage (expecting 65%
growth in 2014) and high hedge fund use of the two. But those data points were largely as expected. 

What really struck me was the lack of of change over time in the competitive landscapes for FX single-dealer
portals and multi-dealer portals. While market penetration of the dealer-to-client platforms did gyrate slightly
over the past five years, the proportion of the market addressed by the top 5 looks the same today as it did in
2009. If the last five years had been “normal”, than that wouldn’t be surprising. Big given the massive
changes in market structure, market participant behavior, regulation and technology since the crisis, no
change makes me think. Are clients simply happy with the platforms in front of them today? Is the landscape
ripe for change?

As we described in detail in our earlier report “The Futurization of FX“, FX markets are anything but exempt
from regulatory change. But the major changes are yet to come – Basel III, NDF clearing mandates, uncleared
margin – which could explain the lack of change in e-trading platform usage to date. I also suspect the focus
on interest rate and credit derivative market regulations have distracted many major market participants,
forcing them to put FX changes to the side as they race to meet deadlines.

Our data shows that Footnote 88 did in fact force behavior changes, with trading moving from MDPs to SDPs
for the first time in five years or more. If that is any indication of the impact of regulations on behavior, FX’s
time in the spotlight seems to be coming. NDF clearing mandates, as an example, could be in place by year’s
end. The regulations mentioned above coupled with probes into FX fixings tell us 2014 will be a big year in FX
market structure.
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Disclaimer and Copyright

This Document is prepared by Crisil Coalition Greenwich, which is a part of Crisil Ltd, a company of S&P
Global. All rights reserved. This Document may contain analysis of commercial data relating to revenues,
productivity and headcount of financial services organisations (together with any other commercial
information set out in the Document). The Document may also include statements, estimates and projections
with respect to the anticipated future performance of certain companies and as to the market for those
companies’ products and services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or
future activities of the businesses or companies considered in it but rather is designed to only highlight the
trends. This Document is not (and does not purport to be) a comprehensive Document on the financial state
of any business or company. The Document represents the views of Crisil Coalition Greenwich as on the date
of the Document and Crisil Coalition Greenwich has no obligation to update or change it in the light of new or
additional information or changed circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not
form basis of any lending, investment or credit decision. This Document does not constitute nor form part of
an offer or invitation to subscribe for, underwrite or purchase securities in any company. Nor should this
Document, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities. The Document is not an investment analysis or research and is not subject to
regulatory or legal obligations on the production of, or content of, investment analysis or research.

The data contained in the Document is based upon a particular bank’s scope, which reflects a bank’s data
submission, business structure, and sales revenue Reporting methodology. As a result, any data contained in
the Document may not be directly comparable to data presented to another bank. For franchise
benchmarking, Crisil Coalition Greenwich has implemented equal ranking logic on aggregate results i.e., when
sales revenues are within 5% of at least one competitor ahead, a tie is shown and designated by = (where
actual ranks are shown). Entity level data has no equal ranking logic implemented and therefore, on occasion,
the differences between rank bands can be very close mathematically.

The data in this Document may reflect the views reported to Crisil Coalition Greenwich by the research
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participants. Interviewees may be asked about their use of and demand for financial products and services
and about investment practices in relevant financial markets. Crisil Coalition Greenwich compiles the data
received, conducts statistical analysis and reviews for presentation purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES CRISIL COALITION GREENWICH BELIEVES TO BE RELIABLE.
CRISIL COALITION GREENWICH DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED,
WITH RESPECT TO THIS DOCUMENT, INCLUDING AS TO THE VALIDITY, ACCURACY, REASONABLENESS OR
COMPLETENESS OF THE INFORMATION, STATEMENTS, ASSESSMENTS, ESTIMATES AND PROJECTIONS, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT OF THE USE OF
ALL OR ANY OF THIS DOCUMENT. CRISIL COALITION GREENWICH ACCEPTS NO LIABILITY WHATSOEVER FOR
ANY DIRECT, INDIRECT OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY KIND ARISING OUT OF THE USE OF ALL
OR ANY OF THIS DOCUMENT.
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