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C
redit investors are starting 
to use machines to aggre-
gate prices and stage 
orders, a long-awaited 

development for fixed-income mar-
kets that for years have been striving 
to resemble exchange-traded equity 
markets.

For decades, fund managers have 
been relying on banks, software pro-
viders and technology firms to bring 
innovation to the bond markets. 
Change was elusive at first, with only 
incremental increases in electronic 
execution. 

Lately, however, credit traders across 
the buyside have started to embrace 
such technology amid shifts in vola-
tility, reduced liquidity in the wake of 
the global financial crisis and regula-
tions that require them to demonstrate 
best efforts to execute an order for an 
end client.

In the second quarter about 29% of 
corporate bonds changed hands elec-
tronically, according to researcher 
Greenwich Associates, up from 19% in 
early 2018. About 58% of US Treasuries 
traded electronically as of last year, up 
from 51% a decade ago, according to 
research firm Aite Group. That com-
pares to 90% of equities, which pri-
marily trade on exchanges.

Bond buying is also becoming more 
systematic as lower returns, and the 
shift from active to passive investment 
strategies, are spurring buyside firms 
to reduce costs. Buyside traders are 
starting to use auto-quoting systems 
and aggregators to check prices from 
multiple venues in one centralized 
place, a shift that is streamlining previ-
ously manual processes and helping to 
unlock more turnover in hard-to-trade 
securities.

Telephone negotiations for trades in 

more esoteric corporate debt securi-
ties are still common, but automating 
trading in the more liquid securities 
has continued to increase. Additionally, 
more and more order tickets are gener-
ated with a search for prices on a plat-
form and traders are seeking prices 
across whole lists of bonds at once, 
instead of one at a time.

Some institutions are also realizing 
that using technology to aggregate 
market information can reduce human 
error and the time it takes to trade. 

“What it’s really doing is what the 
desk assistant did 10 to 15 years ago, 
which means looking at all the pricing 
sheets [and] aggregating them into one 
place so the trader could make a deci-
sion,” says Audrey Blater, senior ana-
lyst at Aite.

One often-stated cause for the lag 
in electronic bond trading is struc-
tural: borrowers issue debt in many 
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using its AiEX tool reached a record in the second quarter
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different forms and maturities, unlike 
equities that are traded in standardized 
form primarily on exchanges and other 
electronic venues. A second factor is 
the disparity between high turnover in 
newly issued debt in today’s low inter-
est-rate environment and low liquidity 
in bonds that are a few weeks old.

Now, automation is making it easier 
and faster to trade those bonds, 
bringing more liquidity to the credit 
markets so that human traders can 
spend more of their time on areas 
where they can bring more value. 

“The more turnover in the market, 
the fewer bonds that dealers need to 
hold in their inventories and the more 
we can focus on assisting clients in 

areas like helping to source interest 
from other buysiders in less liquid 
instruments,” says Michael Brown, who 
runs fixed-income electronic markets 
at BNY Mellon Capital Markets, LLC, a 
registered broker dealer. 

The broker dealer is signed up to 
a host of bond platforms, including 
Bloomberg, Tradeweb,LiquidityEdge 
a n d  M a r k e t A x e s s .  I n  A u g u s t , 
MarketAxess said it had agreed to buy 
LiquidityEdge.

AllianceBernstein LP, a $580.8 bil-
lion asset manager as of June 30, built 
a platform called ALFA — or Automated 
Liquidity Filtering & Analytics — to iden-
tify investment opportunities and sug-
gest trades. That brought the liquidity 

discussion to the forefront of the invest-
ment process rather than the end, says 
James Wallin, senior vice president in 
fixed income at the firm. 

In 2017, the asset manager sold 
ALFA, putting the tool in the hands of 
a much wider swath of buyside partici-
pants. “Algorithmic pricing has allowed 
for efficiencies in trading, freeing up 
traders to focus on the high-touch, 
less-liquid value add to our clients,” 
says Wallin.

Another benefit is that, once armed 
with more pricing knowledge and rules-
based software, traders can become 
part of the securities selection pro-
cess earlier on in the trade negotiation 
process. That operational efficiency 



The growth in auto-quoting, price aggregation and 
electronic execution in corporate bonds has given 
buyside traders a chance to verify prices more 
efficiently and make quicker decisions. But some 
market conventions die hard.

Broker dealers still sit on the other side of many 
credit trades, with about 56% of buyside volume in 
the U.S. investment grade corporate bond market 
handled by the five largest dealers, according to 
researcher Greenwich Associates.

Nevertheless, portfolio managers are increasingly 
able to trade with their peers in a comingled pool 
, aided by new technologies and means of price 
discovery. “All-to-all [trading] has certainly moved 
from theory to reality” in credit markets, wrote 
Greenwich’s Kevin McPartland in a recent report. 

MarketAxess, which has an approximately 85% share 
of institutional corporate bond trading on electronic 
platforms, has a tool it calls Open Trading serving 
more than 1,600 institutions. Since the platform 
operator is also a registered broker dealer, buyers and 
sellers face MarketAxess as the central counterparty, 
keeping flows anonymous. Open Trading saw $2.1 
billion in average daily volume in the second quarter 
of this year, up 48% from the year-earlier period. The 
number of responses grew 57% over the period (see 
chart 2).

But just because customers can print trades with 
other customers, it doesn’t make dealers irrelevant. 
In certain instances, when customers can’t complete 
trades on such anonymous venues, their dealers will 
put balance sheet to work and provide the liquidity 
they need. While most of the negotiations behind 
corporate bond trades still happen by phone or by 
chat message, the growing use of technology shows 
the marketplace is changing. 

BNY Mellon Capital Markets, LLC is committed to 
evolving with the market, supporting both innovative 
and traditional ways of servicing our clients’ liquidity 
needs.

A WIDER 
POOL“ Algorithmic 

pricing has 
allowed for 
efficiencies in 
trading, freeing 
up traders to 
focus on the 
high-touch, less-
liquid value add 
to our clients.” 
 
JAMES WALLIN,  

SENIOR VICE PRESIDENT 

IN FIXED INCOME, 

ALLIANCEBERNSTEIN



20

40

60

80

100

120

500

1,000

1,500

2,000

2,500

140

160

Trade Volume Response Count

R
E

S
P

O
N

S
E

 C
O

U
N

T
 (

IN
 T

H
O

U
S

A
N

D
S

)

T
O

T
A

L
 V

O
L

U
M

E
 (

$
 B

IL
L

IO
N

S
)

ALL SYSTEMS GO

On the MarketAxess Open Trading system, where anyone can trade 
with anyone*, volumes are up 48% year over year
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is key now that there are so many 
trades needed to keep up with moves 
in benchmark indices and exchange-
traded funds.

Of the bond investors that are 
auto-executing credit trades, more than 
80% said that they were doing so for 
trades under $1 million in size.

“If they’re seeing repetitive patterns 
of trading for certain securities like US 
Treasuries or investment-grade cor-
porate bonds, they say, ‘Why do we 
need to have people keep clicking but-
tons when their time can be focused 
on more high-value efforts? Can we 
program a machine to do that for us?’” 
says Ravi Sawhney, global head of auto-
mation and analytics at Bloomberg LP, 
which launched an automated trading 
system for bonds in November.

The tool called “Rule Builder” can 
be used to define trading parame-
ters without the requirement to call 
in experts to write personalized com-
puter code. The system now works 
for fixed-income and equities trading, 
and will gradually support other asset 
classes as well, Sawhney says.

T r a d e w e b  h a s  a  t o o l  c a l l e d 
Automated Intelligent Execution, or 
AiEX, which facilitates trading for 22 
different products and more than 100 
desks are now using it. Colm Murtagh, 
who heads up institutional rates 
trading for the platform operator, used 
to work at asset manager BlackRock 
and by the time he left three years 
ago, 40-50% of all US Treasury trades 
the firm did through its central execu-
tion desk involved AiEX. In the second 

quarter, a record number of trades 
going over Tradeweb systems involved 
AiEX (see chart 1).

“In almost every case, highly skilled 
traders want to spend their day finding 
opportunities [for customers] as well as 
adding value and off-setting risk, rather 
than just clicking buttons,” Murtagh 
says. “AiEX does the latter so they can 
go back to doing the former.”  

Katy Burne is Editor of Aerial View 
Magazine at BNY Mellon Markets. 
Questions or Comments? Contact 
MichaelDavid.Brown@bnymellon.com 
in BNY Mellon Markets, or reach out  
to your usual relationship manager.



BNY Mellon is the corporate brand of The 
Bank of New York Mellon Corporation and 
may be used as a generic term to reference 
the corporation as a whole and/or its various 
group entities. This material and any products 
and services may be issued or provided under 
various brand names of BNY Mellon in various 
countries by duly authorized and regulated 
subsidiaries, affiliates, and joint ventures of 
BNY Mellon, which may include any of those 
listed below:

The Bank of New York Mellon, a banking 
corporation organized pursuant to the laws of 
the State of New York, whose registered office 
is at 240 Greenwich St, NY, NY 10286, USA. The 
Bank of New York Mellon is supervised and 
regulated by the New York State Department of 
Financial Services and the US Federal Reserve 
and is authorized by the Prudential Regulation 
Authority (PRA). Details about the extent of 
our regulation by the PRA are available from us 
on request.

The Bank of New York Mellon operates in the 
UK through its London branch (UK companies 
house numbers FC005522 and BR000818) at 
One Canada Square, London E14 5AL and is 
subject to regulation by the Financial Conduct 
Authority (FCA) at 12 Endeavour Square, 
London, E20 1JN, UK and limited regulation by 
the PRA at Bank of England, Threadneedle St, 
London, EC2R 8AH, UK.

The Bank of New York Mellon SA/NV, a 
Belgian limited liability company, registered 
in the RPM Brussels with company number 
0806.743.159, whose registered office is at 46 
Rue Montoyerstraat, B-1000 Brussels, Belgium, 
authorized and regulated as a significant credit 
institution by the European Central Bank (ECB) 
at Sonnemannstrasse 20, 60314 Frankfurt 
am Main, Germany, and the National Bank of 
Belgium (NBB) at Boulevard de Berlaimont/
de Berlaimontlaan 14, 1000 Brussels, Belgium, 
under the Single Supervisory Mechanism 
and by the Belgian Financial Services and 
Markets Authority (FSMA) at Rue du Congrès/
Congresstraat 12-14, 1000 Brussels, Belgium for 
conduct of business rules, and is a subsidiary 
of The Bank of New York Mellon.

The Bank of New York Mellon SA/NV operates 
in Ireland through its Dublin branch at 
Riverside II, Sir John Rogerson’s Quay Grand 
Canal Dock, Dublin 2, D02KV60, Ireland and 
is registered with the Companies Registration 
Office in Ireland No. 907126 & with VAT No. 
IE 9578054E. The Bank of New York Mellon 
SA/NV, Dublin Branch is subject to limited 
additional regulation by the Central Bank of 
Ireland at New Wapping Street, North Wall 
Quay, Dublin 1, D01 F7X3, Ireland for conduct 
of business rules and registered with the 
Companies Registration Office in Ireland No. 
907126 & with VAT No. IE 9578054E.

The Bank of New York Mellon SA/NV is trading 
in Germany as The Bank of New York Mellon 
SA/NV, Asset Servicing, Niederlassung Frank-
furt am Main, and has its registered office at 
MesseTurm, Friedrich-Ebert-Anlage 49, 60327 

Frankfurt am Main, Germany. It is subject to 
limited additional regulation by the Federal Fi-
nancial Supervisory Authority (Bundesanstalt 
für Finanzdienstleistungsaufsicht, Marie-Cu-
rie-Str. 24-28, 60439 Frankfurt, Germany) 
under registration number 122721.

The Bank of New York Mellon SA/NV operates in 
the Netherlands through its Amsterdam branch 
at Strawinskylaan 337, WTC Building, Amster-
dam, 1077 XX, the Netherlands. The Bank of 
New York Mellon SA/NV, Amsterdam Branch is 
subject to limited additional supervision by the 
Dutch Central Bank (‘De Nederlandsche Bank’ or 
‘DNB’) on integrity issues only (registration num-
ber 34363596). DNB holds office at Westeinde 1, 
1017 ZN Amsterdam, the Netherlands.

The Bank of New York Mellon SA/NV operates 
in Luxembourg  through its Luxembourg 
branch at 2-4 rue Eugene Ruppert, Vertigo 
Building – Polaris, L- 2453, Luxembourg. The 
Bank of New York Mellon SA/NV,  Luxembourg 
Branch is subject to limited additional regu-
lation by the Commission de Surveillance du 
Secteur Financier at 283, route d’Arlon, L-1150 
Luxembourg for conduct of business rules, and 
in its role as UCITS/AIF depositary and central 
administration agent.

The Bank of New York Mellon SA/NV operates 
in France through its Paris branch at 7 Rue 
Scribe, Paris, Paris 75009, France. The Bank 
of New York Mellon SA/NV, Paris Branch is 
subject to limitted additional regulation by 
Secrétariat Général de l’Autorité de Contrôle 
Prudentiel at Première Direction du Contrôle 
de Banques (DCB 1), Service 2, 61, Rue Tait-
bout, 75436 Paris Cedex 09, France (registra-
tion number (SIREN) Nr. 538 228 420 RCS Paris 
- CIB 13733).

The Bank of New York Mellon SA/NV operates 
in Italy through its Milan branch at Via Mike 
Bongiorno no. 13, Diamantino building, 5th 
floor, Milan, 20124, Italy. The Bank of New 
York Mellon SA/NV, Milan Branch is subject to 
limiteed additional regulation by Banca d’Italia 
- Sede di Milano at Divisione Supervisione 
Banche, Via Cordusio no. 5, 20123 Milano, Italy 
(registration number 03351).

The Bank of New York Mellon SA/NV operates 
in England through its London branch at 160 
Queen Victoria Street, London EC4V 4LA, UK, 
registered in England and Wales with numbers 
FC029379 and BR014361.  The Bank of New 
York Mellon SA/NV, London branch is autho-
rized by the ECB (address above) and subject to 
limited regulation by the FCA (address above) 
and the PRA (address above). 

Regulatory information in relation to the above 
BNY Mellon entities operating out of Europe 
can be accessed at the following website: 
https://www.bnymellon.com/RID.

The Bank of New York Mellon, Singapore 
Branch, is subject to regulation by the Mone-
tary Authority of Singapore. The Bank of New 
York Mellon, Hong Kong Branch, is subject to 
regulation by the Hong Kong Monetary Author-

ity and the Securities & Futures Commission 
of Hong Kong. The Bank of New York Mellon, 
Australia Branch, is subject to regulation by 
the Australian Prudential Regulation Authority 
and is exempt from holding an Australian 
Financial Services License.  The Bank of New 
York Mellon is regulated by the New York State 
Department of Financial Services under the 
New York Banking Law which is different from 
Australian law. The Bank of New York Mellon 
has various other branches in the Asia-Pacific 
Region which are subject to regulation by the 
relevant local regulator in that jurisdiction.

The Bank of New York Mellon Securities Com-
pany Japan Ltd, as intermediary for The Bank 
of New York Mellon.

The Bank of New York Mellon, DIFC Branch, 
regulated by the Dubai Financial Services 
Authority (DFSA) and located at DIFC, The 
Exchange Building 5 North, Level 6, Room 601, 
P.O. Box 506723, Dubai, UAE, on behalf of The 
Bank of New York Mellon, which is a whol-
ly-owned subsidiary of The Bank of New York 
Mellon Corporation.

Past performance is not a guide to future 
performance of any instrument, transaction or 
financial structure and a loss of original capital 
may occur.  Calls and communications with 
BNY Mellon may be recorded, for regulatory 
and other reasons.

Disclosures in relation to certain other BNY 
Mellon group entities can be accessed at the 
following website: http://disclaimer.bnymel-
lon.com/eu.htm.

This material is intended for wholesale/pro-
fessional clients (or the equivalent only), is not 
intended for use by retail clients and no other 
person should act upon it. Persons who do 
not have professional experience in matters 
relating to investments should not rely on this 
material. BNY Mellon will only provide the 
relevant investment services to investment 
professionals. 

Not all products and services are offered in all 
countries.

If distributed in the UK, this material is a finan-
cial promotion. If distributed in the EU, this 
material is a marketing communication.

This material, which may be considered ad-
vertising, is for general information purposes 
only and is not intended to provide legal, tax, 
accounting, investment, financial or other 
professional advice on any matter.  This ma-
terial does not constitute a recommendation 
or advice by BNY Mellon of any kind. Use of 
our products and services is subject to various 
regulations and regulatory oversight. You 
should discuss this material with appropriate 
advisors in the context of your circumstances 
before acting in any manner on this material or 
agreeing to use any of the referenced products 
or services and make your own independent 
assessment (based on such advice) as to 
whether the referenced products or services 
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are appropriate or suitable for you. This material 
may not be comprehensive or up to date and there 
is no undertaking as to the accuracy, timeliness, 
completeness or fitness for a particular purpose 
of information given. BNY Mellon will not be re-
sponsible for updating any information contained 
within this material and opinions and information 
contained herein are subject to change without 
notice. BNY Mellon assumes no direct or conse-
quential liability for any errors in or reliance upon 
this material.

This material may not be distributed or used for 
the purpose of providing any referenced products 
or services or making any offers or solicitations in 
any jurisdiction or in any circumstances in which 
such products, services, offers or solicitations are 
unlawful or not authorized, or where there would 
be, by virtue of such distribution, new or addition-
al registration requirements.

Any references to dollars are to US dollars unless 
specified otherwise.

This material may not be reproduced or dissem-
inated in any form without the prior written 
permission of BNY Mellon. Trademarks, logos and 
other intellectual property marks belong to their 
respective owners.

Neither BNY Mellon nor any of its respective 
officers, employees or agents are, by virtue of 
providing the materials or information contained 
herein, acting as an adviser to any recipient (in-
cluding a “municipal advisor” within the meaning 
of Section 15B of the Securities Exchange Act of 
1934, as amended, “Section 15B”), do not owe a 
fiduciary duty to the recipient hereof pursuant to 
Section 15B or otherwise, and are acting only for 
their own interests.

The Bank of New York Mellon, member of the Fed-
eral Deposit Insurance Corporation (FDIC).

© 2019 The Bank of New York Mellon Corporation. 
All rights reserved.

BNY Mellon Capital Markets, LLC (“Capital Mar-
kets”) is a full service registered broker-dealer and 
an indirect wholly owned non-bank subsidiary of 
The Bank of New York Mellon Corporation (“BNY 
Mellon”). BNY Mellon and its affiliates lend and 
provide other products and services to issuers 
and others, and provide and receive related fees 
and compensation. Capital Markets is a member 
of FINRA and SIPC, which protects securities 
customers of its members up to $500,000 (includ-
ing $250,000 for claims for cash). Explanatory 
brochure available upon request or at www.sipc.
org. SIPC does not protect against loss due to 
market fluctuation. SIPC protection is not the 
same as, and should not be confused with, 
FDIC insurance. 

This material is for reference purposes only and 
not intended to be a recommendation with respect 
to, or solicitation or offer to buy or sell, any partic-
ular financial instrument, including but not lim-
ited to BNY Mellon stock, or to participate in any 
particular trading strategy and is not tax, legal, 
investment or accounting advice. Nor is it an offer 
or solicitation in any jurisdiction in which such 
an offer or solicitation would be illegal.   Capital 
Markets does not make representations as to the 
actual value to be received in connection with a 
transaction. Although information is from sources 
believed reliable, there is no undertaking as to 
accuracy and opinions and information contained 
herein are subject to change without notice. Diffi-
culties in the mortgage and broader credit markets 
have led to a substantial decrease in the availabili-
ty of credit. The extent and duration of any future 
continued weakening of U.S. and global credit 
and financial markets, higher costs of borrow-
ing, and disruptions in debt and equity markets 

potentially make it more difficult to liquidate an 
investment, or determine the impact, if any, on the 
performance and prospects of particular issuers or 
securities. A client should not enter into any trans-
actions unless it has fully understood all risks and 
that not all investments will be suitable, and has 
independently determined that such transactions 
are appropriate, for the client. Prices may fluctuate 
and it is possible that such fluctuations may be 
substantial in response to many factors including, 
without limitation, general market and market 
sector conditions, U.S. and global, in addition to 
company specific conditions. Past performance is 
not a guide to future performance of any instru-
ment, transaction or financial structure, and a loss 
of original capital may occur.

Fixed Income Securities. Fixed income invest-
ments, including municipal bonds, are subject to 
various risks including changes in interest rates, 
call features, credit quality, possible default, diffi-
culty in market valuations, liquidity, prepayments, 
early redemption, tax ramifications, inflation and 
other factors.

Securities Products: Not FDIC-Insured – Sub-
ject to Loss in Value – Not a Deposit of or Guar-
anteed by a Bank or any Bank Affiliate.

©2019 BNY Mellon Capital Markets, LLC.  All rights 
reserved.  Trademarks, service marks and logos 
are the property of their respective owners. 


