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JAPAN

Scott Atwell's visit to Japan

July 8th, 2005 - As part of the newly established “aligned” regional quarterly meeting initiative,

Scott Atwell, Co-chair of FPL's Global Steering Committee, came to Japan and had various

meetings with Japanese domestic buy-sides, sell-sides and FPL Japan.

The focus of his trip this time was to establish better

communication channels between FPL Japan and the rest of

the regions, and also to promote FIX among Japanese

domestic buy-sides. Scott provided updates of FPL from a

global perspective and also spoke about how American

Century Investments, the firm he works for, is utilizing FIX to

the greatest extent, where more than 99% of all global trades

in American Century are done with FIX Protocol and how

such heavy usage of FIX helps reduce their average

transaction costs. There were 11 people from 7 buy-side firms

who attended the buy-side meetings, held at Deutsche Bank,

and overall post-meeting feedback was positive as they

seemed especially impressed with the level of trade

automation American Century has achieved via FIX. Scott

also emphasized the benefits of participation in FPL,

describing it as a place where firms who may be competing

in business are able to share and discuss common issues they

are facing in a non-competitive way. He cited his own

experience where he was able to collect feedback and input

from other fellow FPL buy-side firms as part of American

Century's evaluation of a costly vendor product for purchase.

During the Q&A session, one buy-side raised an issue where

in Japan there still are doubts lingering and resistance

encountered in the community about expanding the role of

FIX. For example, some firms believe that FIX is the protocol

for DMA only, and Scott reassured that there is no such

limitation to the protocol itself. He further stressed that if buy-

sides want to expand the usage of FIX, it is often more

effective to form consensus and promote the concept

together, noting that FPL is a great place and forum to start

such process. There was also a question about the decision

making process of American Century that ultimately led to his

firm's decision for full automation around FIX and STP. Scott

attributed the final decision to the close relationship between

traders and IT, coupled with traders already realizing the

benefits of STP which helped their push towards this goal. 

In addition, Scott discussed the Global Survey that is

underway. The FIX website will host the survey and he

encouraged everyone to register for the survey via the link
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Q: While FIX now has version 4.4, many firms
still use older versions such as FIX 4.0, 4.1 and
4.2. Does FPL have any policy to deprecate the
older versions and force firms to upgrade?
A: It is very difficult to force firms to upgrade their system

when the system is already up and running and therefore

FPL does not have such policy. However, as firms expand

the usage of FIX to other asset classes or to other phases

of business flow, they often find reason to upgrade. The

functionality matrix, posted on FPL website

(http://www.fixprotocol.org/functionality), provides great

overview of which FIX version supports which asset

classes and which business flows. Also, there are many

working groups in FPL currently expanding the protocol

to specific areas, such as algorithmic trading, FX and

market data optimization. Rather than having firms wait

until the next FIX version's release, FPL's Global Technical

Committee is currently considering publishing the set of

extensions for specific areas as a “service pack”. This

approach not only accelerates the release process, but

also helps users of older FIX versions to extend the

version they use in standard way to implement the new

functionality, without forcing them to upgrade to or wait

for later FIX versions. FIX

on FPL website (http://www.fixprotocol.org/survey). He

emphasized that it is very important for FPL to gather global

information from the community. 

Also during the Japan FPL quarterly meeting held at

Goldman Sachs later that day, many questions were raised.

Here are a few of the Q&A between FPL members and Scott. 

Q: Can you provide us your views about adoption
of algorithmic trading in US and Europe as
compared with Asia?
A: I believe the adoption rate of algorithmic trading is much

higher in the US than Japan. There is a lot of demand for

algorithmic trading in the US because of the characteristics

of the market, where the US has multiple liquidity sources

and the average share size has declined significantly over the

last few years, the situation makes finding a way to execute

large order quantity more challenging. Algorithms can

sweep through liquidity sources and execute trades faster

than a human being. The point is, an algorithm is better at a

tactical level but a trader has a better strategic sense and

therefore both elements are critical in trading. In addition,

hedge fund trading has grown significantly and most of the

OMS's available in the US market have FIX capabilities.

These factors also facilitate the use of algorithmic trading. 

FPL Japan meeting Scott Atwell with the FPL Japan co-chair’s (Tomoyoshi
Inose on the left and Satoru Mizukami on the right)
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Any thoughts on this or other articles? 
Please send any comments, refering to 
this article as Vol 1 Issue 7 JP1, direct 
to Edward at edward@fixglobal.com


