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Market structure changes in the bond market appear to be happening organically.  Shocking I know.

Rewind back seven years to 2007.  Market structure research was primarily focused on technology innovation,
evolving business models and a steady move of client trading from  the phone to the screen.  Examining
regulatory changes was certainly part of the job (I remember writing about Reg NMS in 2005), but it was an
input to the analysis and not the entire story. Then Lehman disappeared in 2008 and everything changed.

Hundreds of Wall Street folks had to go back to school (figuratively and literally) to learn in great detail how
Washington works.  What's the difference between a Bill and an Act?  How do regulators take a law and move
it through the proposal and final rule stage?  How often does Amtrak run between New York and DC?  The
profit driven world of New York was slammed together with the power driven world of Washington whether
either side wanted it to or not.

Since then, market structure research has been first and foremost focused on new regulations and impact
those regulations have on everything and everyone. Clearinghouses, SEFs, the trade-at rule and the JOBS
among many others have been at the center of not just regulatory focused research, but also research
focused on financial technology, process improvement and bank spending.

Don't get me wrong, the last few years of change have been absolutely fascinating.  We're all living through a
time of which many many books will be written and college business classes around the world will use as a
case study.  What's been lost, however, is innovation and change due to natural market forces and the old
fashioned desire to make more money. This brings me back to the bond market.

In my role at Greenwich Associates as the head of market structure and technology research, I'm lucky
enough to have every major market around the world in my sights.  Fixed Income, FX, Equities, Commodities
and all of their constituents are covered by the research we produce.  And while each market is fascinating in
its own way, I've been taken by the bond market of late (Treasuries, Corporates and Mortgages to be specific)
because it seems to be one of the few markets that is changing organically due to supply and demand rather
than because regulators said it must be so.

Certainly there are regulatory undertones in fixed income.  Pre-trade price transparency, TRACE for Treasuries
and everything Mary Jo White has said all have an impact.  More importantly, global capital rules including
Basel III have and will continue to dramatically impact how the bond market operates.  But even the cost of
capital issue is approaching business as usual status (despite the still ongoing roll-out of Basel III) with much
of the bank deleveraging and inventory reduction complete. That leaves us with change driven by client
demand, dealer reaction to that demand and good old fashion innovation in an attempt to get ahead.
 Refreshing, isn't it?
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This Document is prepared by Coalition Greenwich, which is a part of CRISIL Ltd, an S&P Global company. 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 Coalition Greenwich as on the date of the
Document and 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
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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 in this Document may reflect the views reported to Coalition Greenwich by the research participants.
Interviewees may be asked about their use of and demand for financial products and services and about
investment practices in relevant financial markets. Coalition Greenwich compiles the data received, conducts
statistical analysis and reviews for presentation purposes to produce the final results.
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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. 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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