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The Use of FIX by Regulator

* Regulators such as ASIC and IROCC are now
taking regulatory data from market operators
in Australia and Canada.



OL

ROTOC
B DUSTRY-ORIIEN MESSAGING STANDARD™

ONTROL
MENDED RISK C
RECOM SUIDELINES

sk Management Workind

ricas Ri
FPL AME Group

OCOL

ROT!
INDUSTRY-DRIVEN MESSAGING STANDARD™

TABLE OF CONTENTS

OB CtIVE e 4
OVEIVIBW ..o 4

Benefits of Risk Controls ... 5
Algorithmic and DMA Order TREONS! % 5 o R S S SR TS 6
The Client/Broker Relationship.......... R S R R IS e T 7
The Broker/Exchange Relationship...........................__................... 8

Exchange Mandated Risk Checks....... .10
Typical Electronic Order Workflow ... . 11

Order Pausing: Interaction Between Broker and Client OMS ... 16
Implementation of Risk Controls........................................... ek
Assessing Current Risk Management Practices ...20
Risk Management Process and Procedures ... 21

Risk Control Matrix ... .22
AP PEND I A e 23

© Copyright 2012, FIX Protocol Limited




FX ESMuRiry-

INDUSTRY-DRIVEN - INDEPENDENT - NEUTRAL

Rcon\munawﬂfﬂ

www.fixtradin

bar
m;ckﬂlw‘ﬂ“
manner adtﬂ“’“"‘”ymﬁ
and have been mg;memp')ﬂ“‘ &wmﬂwm’n‘l'
dthey dohare 3TE  rebie” the balanc aferriosn .
w Jessica A
the market. X sronment - Heod of Morket Structure
parden One practical aspect being € DestscheBonk
r*dnalm"s“‘mms 2 rined by market participants
inevtable

TRADNG | ONUNE BXCWSNE | My 200



TRADING In support of

TRADING
FACE:FACE 1he Electronic Trading Forums 2013 ﬂ%&&%ﬁ&ﬂéﬂ%

The Future Is Happening Now:

Industry initiatives that will shape your business



TRADING In support of

TRADING
ACE:FACE e Elcctronic Trading Forums 2013 EAXX.COMMUNITY-

Background
Post-trade Processing Initiative

 |dentified the need/opportunity for
improvement in post-trade processing

oSingle point of failure
oSignificant manual intervention
oMultiple proprietary protocols
* Decided now was the right time to develop

industry standard best-practices for post trade
processing via FIX
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Why Now?
FIX Post-trade Processing Initiative

e (Past) Single centralized proprietary facility made sense
o Variety of order communication mechanisms

o Central order-independent mechanism was valuable
— Find and match-up blocks
— Confirm transactions

* (Now) Equity trading environment is almost entirely electronic
and standardized on FIX
o Substantial benefits have been realized from placement via FIX

o Opportunity to realize similar benefits in post-trade processing
— Leverage FIX placement data
— Utilize in-place FIX infrastructure and knowledge
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* Buyside firms are leading initiative:

o American Century Investments

o BlackRock
o Capital Group

o Fidelity Management & Research

o GMO
o RBC Asset Management

o Wellington Management
o___ _YOUR_NAME_HERE

Who?
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hey're Executed?

Capital Group's Brian Lees is driving efforts to ask more
questions of brokers, and for more data on where an grianLoes,

order is shown pefore it executes, but can the buy-side Associate Vice President
handle the resulting deluge?

Capital Group

The current work you are doing brokers. Some prokers have concems ack for the datad and what format

o
unvamnpormandysb about that information getting out tisgoing 1o e in, by creating best =2
Our first push was simply totry 10 and somebody !ev;@(se»erxg,mcenna practices for how to get the data from QO w
collect information about ‘where' we their algorithms but from the buy- the brokers. That way the brokess X S
were executing and a littie bit about side pe spective I think the biggest don't have to keep COMINE up with O ;
‘how wewere executing namely. did concarmis whetherwe can manage adifferent format for avery chent ) %
we post of did we take hiquidity. 50 the volume of data that we would got that asks for t The best practices do = e
having done that tha question Was specify that the 1ISO MIC codes would Q 13
where do we 0 from there? Andas The resources to store and pethe standard for identifying the o 8
sych the topic of requesting more analyse data and make some exchange that you exocuted on, but we (@) 'é’
data on where we didn'1 execute and sortof gcoduseof it <aid nothing about what you should ; S
what order types were used started 10 With the onginal data that we were do with the data onceyou get#t _LS
e raised by some representatives on gotting, on where the execution L X
the FPL Amexicas Buy-Side Working ook place we talked a lot about this Exdwhwom 9 z
Group. Some participants had already with smaller fiums who were Using inthe conversation V;‘ z
started down this road with brokers TCA vendors 10 help them analyse Wedid talk 10 some exchanges when > =
asking for information relating to post- this information With this type of wewere first tryingto standardise how b0
trade about whare their orders were information. ftwewenta step further. 10 wdentify the exchanges pbecause o8}
sprayed out1o py the algorthms and the brokersw ould not want us sending when we first standardised the MIC
what ypes of orders were placed on that out 10 TCA firms, because n codes, they did not cover all the
exchanges and alsow nich exchanges shows their methodology for how exchanges. this was duetothe fact that

they were on 5o that'swhere the their algorithms pehave. |wasin New they hadrit 3l registered W ththe 150

conversation b gan and thar'swhere York several weeks ag0 and took the organisation and we wanted themto

we reached out to Jeff Alex ander and opportunity 10 meet up with Jeff and

Linda Giordano because Rarclays had Linda while we wore there. We iV ited We had alittle pit of trouble N

already sp{»ameaced this conversation Jetf to join one of our conference calls differentiating the dark orger pooks

for the buy-sice committea whichhe from the lit order books and some of

What we are looking to achieve either did, and he talked about what they've the exchanges that have both These
in real time of po.st—xradc is whether been Proposing He showed aroposa\s exchanges consider themselves 3
we can standardise 3 format for brokers for both the real-time collection of fybrid book. and they didn't want
1o tell us how our order interacted data, via FIX Messages. actually to be known as two different things.
with the market including when the proposing 2 whole new FIX message We didn't have 3 way 10 differantiate
prdet was placed what order types 10 be created for this purpase which the dark and the Jit flow without
were used whese it was placedin the could then be pntt in real ime Or. introducing yet another FIX 128
markets and whether or notwe got altematively we could standardise a That back and forth added to the
hits. The concem with this is not 50 format for collecting the information conversation as part of the registration
much can we get it because if we Sign post-trade which asa spreadsheet authority’s decision to come out with
enough non-aisc losure agreements would then tellus what wewantto see the new market segment concept

} we canget the intormation from the We're trying 10 standardise how you which saysyou canhave an exchange
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Continued and increasing demand for transparency and efficiencies
around the execution of investment decision across the industry.

This is now expanding beyond equites to other assets classes:
increased demand to manage costs and improve performance.

As the trading environment becomes more complex with different
types of venue, consistency of measurement is key.

Pending regulation across the region around electronic trading and
dark pool only re-inforce the message of transparency.

Focus is on reducing noise of individual orders and defining trends
that can then be addressed. Presentation of data must be intuitive
and value adding. It is no longer enough to just "show the numbers”.

Fastest areas of growth include:

— Venue analysis — including comparison of dark pools, different lit
markets, and even different algo strategies

— Real-time TCA — enables traders to adjust their strategies on the fly as
markets change

— TCA for other asset classes — in particular FX



Prioritization:

Issues focused on by FIX Trading Community,
ranked in relative order of concern

Risk Management Controls

Regulatory reporting/compliance

SFC regulations - algo / system responsibilities
Multi asset integration on the trading desk

TCA standardization - Equities, FX and Fl

Execution Venue routing / liquidity reports

Post Trade use of FIX

*Taken from mini survey at FIX Trading Community ‘s Singapore Buyside Dinner, 29t Aug 2013



