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Traders’ demands for systems that match the
complexity of their strategies have led vendors
to begin work on creating the Holy Grail —
cross-asset trading systems. Pontus Eriksson,
Product Manager, SunGard Front Arena,
outlines what functionality these systems
should include and how they can become the
foundation of traders’ future plans.

The most striking aspect of today's trading
environment is the range of aggressive, high-
speed and sophisticated trading strategies
employed by participants. Traders on both the
buy and sell-sides are now prepared to tap into
a wide array of global markets and are happy
to cross asset classes in pursuit of alpha and to
exploit arbitrage opportunities.

It is technology that has made it possible for
these strategies, products and algorithms to
exist and it is the development of electronic
trading that has allowed traders’ ambitions to
be as complex and as globally encompassing
as they are today. But in many ways things
have come full circle. Such is the rapid pace
of development in the derivatives market with
both buy and sell-sides constantly looking

to cross and blend previously exclusive

asset classes in their creation of ever more
innovative instruments, that technology
providers are being pressured to provide the
tools necessary to trade these instruments in
any kind of automated manner.

The current focus for vendors is the
development of cross-asset trading systems.
The demand for these systems was simply not
there in the early 1990s when firms operated
in strict, self-contained silos. The equities team
traded equities from its equities desk and the
same for the fixed income team. Consequently
each desk used different trading systems. But
at around the turn of the millennium, as the

derivatives market continued to grow, financial
institutions’ customers began to form cross-
asset derivatives platforms where traders were
no longer restricted to single asset classes and
were dealing with all types of instruments. In
addition, a sharp increase in the number of
hedge funds operating as proprietary trading
desks acted as another catalyst in the demand
for cross-asset trading systems.

More recently we have seen an unrestrained
level of consolidation in the exchanges
industry. So while on the buy-side the number
of participants continues to grow along with
the range of instruments, the actual trading
venues have begun to contract. One effect of
this consolidation, if not a key reason for it, is
that it has brought traditional equity markets
together with newer derivatives exchanges
meaning that the newly consolidated trading
venues are now able to offer multi asset class
trading opportunities to their members.

THE CURRENT REQUIREMENTS

So what should a cross-asset trading system
comprise? As a starting point it is important

to define what exactly is meant by cross-asset
trading and what a next-generation cross asset
trading system should be able to do. It should
be able to cater for several essential trading
categories such as over-the-counter (OTC),
exchange traded products and high-volume
FX/MM trading. As these OTC products
become more commoditised they sometimes
graduate to an exchange environment so

any cross-asset trading system must be able
to cater for this change. Also many trading
strategies involve a mix of OTC and exchange-
based trading and there must be a platform
that can cater for this.
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