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OTC Markets

1. Market Structure
– Principal-based trading

2. Opaque
– Lack of information
– Confidential interactions
– Incomplete trade records

3. Dynamic 
– Volatile
– Leveraged positions
– Inconsistent liquidity
– Correlated trading

4. Operational Challenges
– Latency
– Redundancy & Human Error
– Backward-looking Risk Management processes

5. Malfeasance
– Opportunity, means and motivation
– Burden on Risk Managers to protect individuals from themselves 



Electronic Trading

• Paradigm shift impacts organizations at all levels:
– Trading - Infrastructure
– Governance - Resources
– Operations - Strategy

• Globally adopted by multiple-asset groups:
– Equities - Foreign Exchange
– Fixed Income - Money Market
– Futures & Options - Swaps

• Tangible Benefits:
– Performance - Risk Management
– Productivity - Compliance
– Efficiency - Settlements



Risk Management Opportunities

• Crystallize trades at Point of Execution

• Contain the dealing environment

•Move processes forward into real-time

• Introduce Post-trade Review



Trade Life-Cycle



Price Discovery

• Composite Price Screen

– Aggregates mark-to-market prices

– Validated by institutional trades

• Commingled Offering Page

– Displays dealer offering levels

•Weighted Average Yield Page

– Calculated from dealer offerings

– Sorted by Rating and Maturity



Composite Prices Screen



Commingled Offerings



Composite Rates Screen



Trade Execution

1. Request For Quote (RFQ) Model
– Live multi-dealer auction
– Simultaneous not sequential
– Suitable for liquid securities

2. Inventory-based Model
– Commingled display of dealer offerings
– Negotiate one-on-one with dealer
– Suitable for off-the-run instruments



Trade Ticket



LIVE Dealing Screen



Trade Record

• Electronic Trade Blotter – for any date

• Transaction Detail – all you need

• Transaction RECAP – trade snap-shot

• Transaction History – trade time-line

• Transaction Summary - online report



Trade Blotter



Trade Detail



Transaction RECAP



Transaction History



Transaction Summary



What Can I Do Today?

1. Crystallize trades in a Trade Record

2. Develop a policy for e-Trading 

3. Integrate Systems Infrastructure

4. Introduce a Trade Review process


