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Introduction

The Finance Hive, in partnership with 360T, hosted a group of senior figures
from the Canadian buy-side community at the latest in a series of Head
Trader Dinner events held in Toronto.

As part of the event, the attendees held an in-depth roundtable discussion
touching on some of the biggest themes and topics which this community is
focused on today.

To help spark the conversation, the buy-side representatives were
presented with five different questions, asked to vote on them in abinary
yes/no manner and then invited to explore the different answers given.

This report, while still observing the Chatham House Rules under which the
discussion took place, provides an overview of the responses to each
question.

Questions

1) Do youbelieve that FX algos are the ideal solution for executing Spot FX
trades over $20 millionin notional size in the liquid currencies?

2) Isno-touch execution your desired end-state?

3) Doyoubelieve that a specialist FX EMS is preferable to a multi-asset
platform?

4) Do the benefits of reduced FX costs/improved pricing outweigh the
perceived risks associated with innovation?

5) Areyou paying for 3rd party FX data?

If you're interested in participating in 360T's next buy-side roundtable, or would like any further
information on the topics covered in this report, please don't hesitate to get in contact with us:
marketing@360t.com
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Question 1: Do you believe that FX algos are the ideal
solution for executing Spot FX trades over $20
million in notional size in the liquid currencies?

Buy-Side Analysis:

Some participants didn’t dispute the efficacy or value of using algos to execute FX trades, but suggested
that a threshold of $20m was too low.

One person pointed out that the purpose of using an algo is to avoid paying spread, but that the spread
they pay for a $20m Spot trade in liquid currencies is so small that they couldn’t justify paying to use an
algo for itinstead. Another person agreed, adding that using an algo involves taking risk, but with arisk
transfer they would still pay almost no fee but would also avoid having to take on any risk themselves.

However, it was agreed that if the threshold was $40m notional or higher then it might make more sense to
consider using an FX algo.

On the flipside to this, another attendee indicated that they would use an FX algo for this type of
trade because they canhelp buy-side firms to capture spread and automate their workflows.

The conversation then turned to the FX algos available to buy-side firms today.

One person observed that there is a high degree of disparity between the different FX algos available in
the market today. Another concurred, revealing that their trading desk had conducted analysis of different
TWAP algos and found that they each achieved very different execution outcomes.

One point of interest to the group is the potential emergence of third-party algos. Leveraging algos from
specialist, independent providers alongside traditional bank algos could enable buy-side firms to deploy
high quality algos across a broader range of liquidity source, potentially helping with best execution.

Although the buy-side firms present said that they weren’t aware of any third-party algo offerings in the FX
space, at least one of them indicated that they use them in other asset classes.

“ldon’tlook atit [algos] as a solution, |
look at it as another tool in the toolkit of

the trader”
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Question 2: Is no-touch execution your desired end-state?

Buy-Side Analysis:

The roundtable participants who answered “No” to this question tended to cite the perceived complexities
of their FX workflows as a reason why they didn’t think implementing no-touch trading would work for their
organisation.

For example, one person explained that they are in the process of
pooling the assets managed by their fund, but that some of the
hedging is not inside of this pool. As a result, they said, there could be
situations where the near leg of a Swap is going to be in the name of
the pool, but they allocate the far leg across five different accounts
depending on the client allocation to these pools.

“So that might get very complicated, | don’'t know how you build that
into an EMS,” they said.

Another attendee responded to this by stating that there are
actually alot of tools available today, which didn’t exist a few years
ago, that can solve this type of complexity. They added that there
are systems which enable buy-side firms to create rules and logical
workflow trees that account for fund structures and restrictions and
can stillaccommodate the complete staging of orders.

One trader present joked that they voted “no” because they want to “FXis already highly
keep their job, but overall the group agreed that automation actually electronic, automationis the
enables traders to fulfill their main mandate of adding value in and natural progression of this

d the point of tion.
arounaine pointotexecttion and we shouldn’t try to fight

It was pointed out that automating manual processes lets the traders it. lwelcome increased

focus on other projects like improving transaction cost analysis automation as part of the job”
(TCA), which ultimately leads to improved returns for investors and

stakeholders.

“There are definitely instances where as a trader you can bring a lot of value, but for the plain vanilla flows
and smaller trades we believe that automation is definitely the way forward. Using solid, tested rules-based
automation using high quality data feeds as a sanity check for your execution lets buy-side firms save time
and remove the potential for human error,” said one person.
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Question 3: Do you believe that a specialist FXEMS is
preferable to a multi-asset platform?

Buy-Side Analysis:

The ultimate conclusion in response to this question was that a multi-asset EMS that functions like a best-

of-breed platform might be the ideal solution. However, based on feedback from those assembled, such a
platform does not seem to exist yet.

Instead, it was highlighted that selecting between an FX specialist and multi-asset EMS inevitably involves
trade-offs. Implementing the latter might be more convenient, especially for those firms with cross-asset

trading teams, while the former often provides better execution performance and tend to innovate more
within FX.

One argument put forward was that it makes sense to have a multi-asset Order Management System
(OMS) connected to specialist EMS's.

The thinking behind such a view is that portfolio managers typically deploy a range of different investment
strategies, which will often involve domestic and international purchases, across a range of different asset

classes. Because the focus is on the investment strategy, and not the asset class, it therefore makes sense
to use a generalist, multi-asset OMS.

By contrast, traders tend to be focused on a specific asset class because each has its own set of liquidity
pools, market structures, execution methods and functionality nuances. As a consequence, it makes more

sense to have a specialist technology layer at the EMS level to ensure that traders are able to achieve the
optimal execution outcomes.

“Best-of-breed platforms
enable you to take
advantage of the latest
innovations, multi-asset
ones struggle to keep up
because of scale”
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Question 4: Do the benefits of reduced FX costs/
improved pricing outweigh the perceived risks
associated with innovation?

Buy-Side Analysis:

When it comes to innovation, the main caution from the group was that the benefits of implementing new
tools and technologies need to be clearly identified and measured.

“Tomake a change | would have to see a substantial improvement in execution performance or time
savings,” said one person.

Another said that there’s no one single metric which would determine whether they would implement a
new FX trading system, explaining that they look at a plurality of factors and noting — of course — that
budget is always a consideration when it comes to driving innovation.

Referring back to the earlier conversation about automating FX, one roundtable participant made the case
that well-defined, well-tested rules-based automation actually reduces the amount of risk buy-side firms
are taking by improving pre-trade processes. They added that it's important to help the risk team within
your organisation understand this, and that innovation can lead to a more risk controlled environment.

“One point that gets
missed is that rules-
based automation —
well-defined, well-tested
rules — actually
improves your risk
environment”

Building on this point, the 360T team explained that many of the asset managers they partner with take a
step-by-step approach to FX automation, where they validate and quantify the benefits of this
technology at each step before continuing on this journey.

It was agreed that there’s no “one-size-fits-all” solution, but that Canadian buy-side firms need to keep
exploring innovative new FX trading solutions to ensure that they don't fall behind their peers in the space.
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Question 5: Are you paying for third-party FX data?

Buy-Side Analysis:

There appeared to be some consensus amongst the group that they are willing to pay for third-party data,
provided that it clearly adds value to their FX trading operations.

For example, one person pointed to third-party transaction cost analysis (TCA) as one example of where
their firm is currently doing this. The group also said they would pay to fill gaps they have in the FX market
datathey are able to access.

Expanding on this point, one person said that they struggle to access good FX Options data as these
products are typically more complex and traded less electronically compared to other FX instruments.
Another said that it would be very valuable to them to have data comparing the performance of FX algos
from different providers.

It was highlighted that finding highly-quality, granular data for constructing a Forward curve can also be a
challenge, given that pinging banks individually to compare pricing is a very time consuming, manual
process and using an EMS to put multiple bank prices in competition risks information leakage.

While third-party data feeds typically produce a forwards curve
that are largely based on contributed rather than tradable

rates, meaning that it is only indicative of where the market is at l \
any specific time, 360T’s Swaps Data Feed (SDF) was ua

mentioned as a unique alternative given that it is integrated with
the pricing engines of 20+ top FX banks, receiving and
aggregating price feeds devoid of credit considerations or
client specific spreads to provide an accurate mid-market price.

“It helps improve trade performance and

making better decisions. We have therisk/
cost benefit analysis done for it, but sure,
we’re happy to pay for third-party data.”
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