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Artificial intelligence and electronic trading
protocols are just some of the ways in which
technology has assisted in the evolution of the fixed
income market over the last ten years.
Less than a decade ago, cloud computing was virtually non-existent
in financial markets but since its adaptation, the use of data has
accelerated, providing new options for investors and users. There is no
question on the domino effect this has had on the growth of electronic
trading during this time.
At the helm of that transformation is automation, turning a once highly
manual market into one with increased efficiency, spurring industry
innovation.
Opportunity does remain, however, for increased use of automation
throughout workflows in the fixed income world. And in the short term,
return on investments of new tech solutions may still be hard to quantify,
with their real value only being apparent in the coming years.

To examine the progress thus far, Refinitiv, an LSEG business, teamed
up with Coalition Greenwich to produce a three-part series of reports
exploring current market perceptions and expectations for future change
across asset classes.
The findings come from an online survey of close to 250 market
professionals, globally, and are analysed across asset classes, regions
and organisation type.
We now invite you to read our report titled Fixed Income Trading: The
Next Evolution of Automation written by Kevin McPartland, Head of
Research, Market Structure & Technology, Coalition Greenwich.
We look forward to sharing our other findings which help give a
further glimpse into our ever-changing world of trading.
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METHODOLOGY
Between July and September 2021, Refinitiv, an LSEG business, in partnership with Coalition Greenwich, conducted a survey that included 248
equities, fixed income and FX global markets professionals to better understand the impact of technological innovation on capital markets. Study
participants represent a range of organisation types, including buy and sell side, exchanges, trading venues, fintechs, consultants and data providers.
Questions explored how client needs, market structure evolution, regulatory changes and cost pressures are all driving the markets forward.

PARTICIPANT PROFILE
Asset class

Region

Organisation type
1%

37%

Equities

33%

FX
Credit

28%

Rates

28%

Commodities
Other

5% 6%
12%

28%
44%

8%

40%

26%
8%

27%

29%

North America

Sell Side

Europe

Buy Side

Asia

Technology/data/information provider

Other

Exchange/trading venue

North America: US (83), Canada (11), Mexico (1)
Europe: UK (46), Sweden (5), Netherlands (4),
Norway (1), Ireland (1), Latvia (1)
Asia: China (4), Hong Kong (18), Singapore (15),
India (15), Australia (6), Myanmar (1)
Other: South Africa (1)

Consultant
Other

INTRODUCTION
Liquidity remains king. Two-thirds of the fixed income market participants in our study named liquidity
availability as their number one criterion when selecting a trading platform, with closely related price
transparency and execution quality not far behind. This should come as no surprise, given that the trader’s
role on both sides of the Street is to buy or sell the bond at the best price possible with the least market
impact. In other words, to find liquidity.

Instruments to be traded electronically in the next 6 months
IG Corporate Bonds

67%
50%

Price transparency

46%

Best execution

43%

Efficiency of the process/integrated workflows (pre to post trade)
27%

Availability and cost of data

Don’t know/NA

41%

Interest Rate Swaps

Availability of liquidity

Other

42%

HY Corporate Bonds

Important selection criteria for fixed income trading venue

9%

Platform accessible remotely/on mobile

56%

G7 Government bonds

1%
14%

Note: Based on responses form 107 fixed income professionals globally.

In this next phase of market-structure reform, liquidity availability has become table stakes.

34%

Emerging Markets Credit
OPPORTUNITY FOR GROWTH
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28%

Repos

23%

Municipal Bonds

21%

Emerging Markets Rates

19%
18%

Agency Securities

16%

Loans

14%

MBS

12%

Structured Products (ABS, CLOs)
Other
Don’t know/NA

5%
18%

Note: Based on responses form 108 fixed income professionals globally.

Electronic trading in fixed income is not emerging,
it has emerged.
As such, our research suggests that the quality of the full end-to-end workflow – from pre-trade price
transparency to post-trade reporting – will be increasingly taking centre stage. The hybrid work
environment has certainly added new fuel to the efficiency fire that was already burning. Now that the
market as a whole has gotten a glimpse of how things can be, there is no going back.
The focus on workflow efficiency should also help to change the market’s idea of what electronic trading is
and should be. When bonds first started trading electronically two decades ago, the metric and long-term
expectation was the highly electronic and central limit order book (CLOB)-driven equity market. Time has
helped everyone to understand that the fixed income markets are different and, as such, need different
solutions. The past 10 years have also brought technological advancements that almost no one predicted,
making fixed income market electronification a reality.

This move forward will go beyond liquid bonds. While our participants pointed to corporate bonds,
government bonds and interest-rate swaps as the instruments they are most likely to trade
electronically in the next six months, we believe the rest of the list tells a more interesting story.
Emerging market bonds, municipal bonds, loans and structured products all operate with
either some technology or virtually no technology at all. And while certain markets trade
so infrequently that continuous electronic trading is unlikely, if not impossible, there is
still tremendous opportunity to improve workflows, including better pre-trade pricing
data and faster, transparent settlement processing.
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AUTOMATION OF MARKETS CONTINUES
Progress toward more efficient front-to-back workflows can’t come soon enough. By all
accounts, financial markets professionals are now busier now than ever. Markets are uncertain,
technology is evolving at an incredible pace, and most market professionals are in the midst of
an unprecedented transition back to a new normal of hybrid work.
This in part explains why so much time is being spent on automation of existing processes and
workflows. When asked how time spent on a variety of activities would change in the next one to
three years,

60% of fixed income professionals said they would be
spending more time “working to automate processes
and workflows.”
This is not surprising in a market that has been through a technology renaissance over the
past decade, and is now embracing the tailwinds of remote working to ensure operations can
continue uninterrupted, no matter the location of their front, middle and back office staff.

Activities expect to spend more time on in 1 to 3 years
60%

Working to automate processes/workflows
Manipulating/analysing data

52%

Digitally communicating with colleagues

52%
51%

Digitally communicating with customers/partners
38%

Writing code

33%

Creating content for clients
Consuming content

31%

Speaking to customers/partners

30%

Speaking to colleagues
Preparing regulatory reports

23%
21%
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SPENDING TIME ON DATA AND PEOPLE
We’d be remiss to not also point out two additional, frequently cited areas where more time is
expected to be spent: data and people. Data is the lifeblood of markets, and fixed income markets
now have more of it than ever before. The next step is learning how to put it to work, whether for
transaction cost analysis (TCA) or to help in the automation process.
Despite the focus on automation, people are still at the controls and will remain there. The pandemic
taught us how to interact with our colleagues and partners digitally in unexpected ways, with many of
our new habits likely to remain even when we’re back in the office.
While the automation of some tasks, such as automatically executing large bond orders or real-time
pricing of a collateralised loan obligation (CLO), could take years of development, a surprising amount
of low-hanging fruit still exists. Roughly half of our fixed income study respondents say they manually
enter data from one application into another at least once a day, and another third say they cut and
paste from Microsoft® Excel® into an enterprise application. When asked which three tools they could
not live without, email still most often ranked first, given its continued ubiquity across firms and around
the world. It is worth noting that both credit and interest rate-focused market participants had similar
views and habits.

Manual activities completed daily
Manually entering data from one application to another

48%
39%

Waiting longer than expected for data to load
Cutting and pasting from Excel into an enterprise application

30%

Manually creating an order ticket
Emailing a spreadsheet with securities prices,
orders or interest to a trading counterparty
None of the above
Don’t know/NA
Note: Based on responses form 109 fixed income professionals globally.

25%
20%
26%
6%
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Tools ranked
Email

21%

Market data terminal

17%

Office tools (i.e. Excel, Powerpoint)

15%

Phone

12%

Trading venue access

11%

Chat/collaboration tools
CMS
Electronic distribution channels

Rank 1

15%

14%
8%

7%

15%

16%
12%

13%
9%

8%

Data/Analytics tools (i.e. libraries, APIs)

17%

14%
11%
7%

7%
17%

5% 3%

EMS

4% 3%
2%
1%

Other

1%

Rank 2

Better data, workflow automation for smaller orders and even
the ability to manually enter voice trades to automate the
settlement workflow are all popular additions to the market.

9%

Phases of trading to be automated further
Pre-trade price discovery

47%

Post-trade processing/settlement reception management

42%

Post-trade execution analysis/TCA

42%

Regulatory reporting

37%

Trade execution

36%
34%

Compliance checks

33%

Order staging into your OMS/EMS

31%

Risk management

28%

Market desk limits
Rank 3

Note: Based on responses form 109 fixed income professionals globally.

The commonality of these routine tasks in financial markets doesn’t reduce the amount of operational risk
they introduce into the system, however, especially in today’s fast-moving markets. These findings also
remind us why the digitisation of workflows remains a critical focus for the market as a whole, ultimately
leading away from email to smarter digital communications that add efficiency, while allowing the buy and
sell side to maintain and grow their bilateral relationships, even while doing more with less.
When asked what they’d like to see automated going forward, pre-trade transparency and post-trade
processing top the list, beating out trade execution. This is a marked change from a decade ago, when
most of the technology talk in fixed income markets was focused on electronic trading expansion. This
suggests a shift in focus for bond market venues broadly, which are putting more emphasis on the full
experience of a market participant as opposed to simply the point of execution.

Order entry into the market

27%

Client pricing/responding to incoming RFQs

26%
15%

Don’t know/NA
Other

1%

Note: Based on responses form 109 fixed income professionals globally.

Of course, trading workflow automation can’t happen in a vacuum. All the elements mentioned by our
study participants – OMS order staging, regulatory reporting, risk management, etc… should be examined
in parallel to understand how changes to one process impact the others. Auto-execution of trades can’t
happen if compliance checks aren’t also automated, for instance. The market does not have the benefit of
building all its technology from scratch, but so far, we’ve seen that you can, in fact, change the tires while
the car is moving.
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THE TOOLS TO MOVE FORWARD
Numerous technologies and industry
initiatives exist to help with the push
toward automation and workflow efficiency.

Everything from the growing utility of the Python programming language
for manipulating data, to Financial Desktop Connectivity and Collaboration
Consortium (FDC3), which enables disparate desktop applications to
communicate with one another, is playing a role in making automation
achievable industry-wide. That said, the growing ubiquity of cloud
computing and the massive explosion of data in the fixed income markets
have both played an outsized role in the progress we’ve seen to date.
Less than a decade ago, cloud computing was sparsely used in
financial markets, due to data privacy and regulatory concerns, despite
its widespread adoption in consumer and other markets. Today, the
pandemic-driven home-office phenomenon sped up a move to the cloud
that was already underway, which leaves us asking why some firms would
choose not to use the cloud?

Attitude towards cloud computing
31%

19%

17%

12%

12%
6%
2%

1%
We are fully
migrated to
the cloud

It is the only
way forward,
and we are
actively working
to move all
of our technology
to the cloud

Cloud computing
We are
is part of our
examinating
technology
the use of cloud
roadmap,
computing,
but only for
but a long-term
specific
plan has
business
not yet
functions
been agreed

Note: Based on responses form 109 fixed income professionals globally.

We have
decided
to not move
our technology
to the cloud
for the
foreseeable
future

We require
our data to
be stored
“on prem”/in
the country

Other
(please
explain)

Don’t know
/NA
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Sixty-two percent of our respondents are now at some
point in their journey toward the use of cloud computing,
with another 17% examining its use despite a lack of
concrete plans—a remarkable finding.
Cloud computing in fixed income markets can mean different things to different users. For
instance, buy-side firms have increasingly adopted cloud-deployed portfolio, order and execution
management systems delivered via a Web browser. Larger sell-side firms look to cloud computing
for a variety of intense compute applications, including risk management calculations that help
them to deploy capital more efficiently to the trading desks that need it. What’s most important,
however, is that cloud-deployed applications increasingly can interact seamlessly with other clouddeployed applications and data, regardless of the source – a huge win for process automation.

Cloud computing has also enabled both the creation and
consumption of data in fixed income markets. This newfound data is
both a cause and effect of electronic trading growth over the past 10 years.
Without access to the almost limitless compute power that cloud computing
provides, liquidity scores and continuously evaluated bond prices would be
almost impossible to produce at the frequency and with the accuracy that they are
today. Dealer-provided prices, which remain the most important data sets for fixed
income professionals, can be created, distributed and consumed via the cloud.

Fixed income data useful in supporting execution
Dealer provided pricing still seen as the most important dataset for fixed income traders
Dealer runs, streams, axes, etc.

49%

Aggregated dealer pricing streams

49%

Liquidity scores

35%

Composite & evaluated prices

33%

Trade ideas

29%
22%

Post Trade transaction-based data
Other

1%

Don’t know/NA

17%

Note: Based on responses form 106 fixed income professionals globally.

It is important to note that while cloud computing provides the platform for automation, it is
ultimately up to market participants to leverage that tool effectively. The mere existence of
the cloud doesn’t make markets efficient – that remains in the hands of the technologists
and traders who work to implement new solutions daily.
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LOOKING FORWARD
There is no lack of appetite for the continued automation of the fixed income trading workflow. In fact,
only one in four respondents point to a lack of interest from senior management as a roadblock to
adopting new technology. Technology in general, and process automation more specifically, should make
everyone’s job easier, while ultimately saving money and, if implemented well, help the firm make money
at the same time.

Roadblocks to adoption of technology
Limited budget is seen as the biggest roadblock to the adoption of technology
Limited budget

51%

Limited technology resources to carry out the integration

50%
47%

Inability to integrate with existing systems
Onboarding hurdles with compliance/legal/risk

36%

Limited time amongst the targeted users to learn and implement a new solution

30%
24%

Lack of interest from senior management
6%

Don’t know/NA
Other (please specify)

1%

Note: Based on responses form 109 fixed income professionals globally.

However, return on investment can be hard to quantify in the short term and may only become apparent
over several years, so getting budget approval for development or purchase of a new AI solution remains
challenging. Even with budget allocated, finding the right people to do the work, and navigating what is
often a spiderweb of legacy application infrastructures and ensuring proper integration, can stop progress
dead in its tracks. These challenges may be cultural and unrelated to the promise of the technology itself,
but they are certainly very real.
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Approaches to cost cutting in 2021
Business leaders view vendor consolidation and increased trading automation as the primary tools
for cost cutting in 2021.
Increase use of electronic trading/trading automation

37%
35%

System/vendor consolidation
Reduce office space/locations

28%

Reduce data costs

26%

Focus on automation of post-trade processes

24%
20%

Increase the use of cloud computing
15%

Reduce headcount/hiring freeze

13%

Merging with/acquiring other firms

11%

Reduce software spending
Other
Don’t know/NA

5%
12%

Note: Based on responses from 103 acting in leadership roles (i.e. CXO, Managing Director, Trading Desk Head).

Thankfully, financial markets have proven over many decades that these challenges are ultimately
surmountable, and those that move first with cutting-edge solutions for current problems gain much
more than recouping their initial investment. Further, many of the steps taken to reduce costs are
closely linked to process improvement initiatives.

Increased trading automation, system/vendor consolidation
and the automation of post-trade processes all bring direct
improvements to the business, while ultimately reducing
operating costs over the long term.
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Important skills on trading desk in next 1-3 years
Data analysis/data science

72%
65%

Market knowledge
Market structure knowledge

52%

Market experience (i.e. time in the industry)

51%

General technical aptitude

49%
43%

Multi-asset class knowledge

39%

Relationship management
Programming/coding
Don’t know/NA
Other

38%
2%
1%

Note: Based on responses form 109 fixed income professionals globally.

Looking ahead, the vast majority of senior management will be digital
natives, having grown up with technology their entire lives. So even if their
education focused on finance, their understanding of what technology can
do will be more robust than past generations of MBAs. In fact, data analysis/
data science was yet again ranked as the most important skill set to have on
the trading desk in the next one to three years, mentioned by almost threequarters of study participants.

This transformation will mean that
technology providers, more than ever before,
will need to partner closely with their users,
taking and implementing their feedback into
solutions that really move the needle.

Automation doesn’t make people unnecessary in fixed income markets, but
it does make them more efficient – which ultimately leads to better profits.
And now that the technology exists to do virtually everything trading firms
have white-boarded over the past two decades, the next few years should
be nothing short of astonishing.

Visit refinitiv.com
@Refinitiv
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