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The past couple of years have seen an un-
precedented surge of single-dealer plat-
form (SDP) activity. Every single Tier-1 

bank has embarked on a major upgrade of its leg-
acy Web trading systems, while a large number of 
Tier-2 fi rms have started building their own full-
service SDPs. We are in a period of rapid product 
innovation.

Why? A common theme is that as spreads be-
come ever more compressed and markets more 
transparent, “soft” factors come to the fore when 
competing for client fl ow. In a market where lead-
ing banks all off er similar pricing, multi-dealer 
platforms become less important and clients go 
for whoever provides the best user experience 
(UX) — which means the best SDP.

And yes, trading in liquid swaps is going to mi-
grate to swap execution facilities (SEFs) (though 
possibly not in FX). But most banks see that as 
one more reason to focus on providing great UX, 
so that when the time comes they can provide an 
eff ective and compelling service combining over-
the-counter (OTC) and SEF-based trading.

This explosion of activity has been accompa-
nied by a rapid expansion of the SDP space in 
several dimensions. The expansion is most no-
ticeable along fi ve axes:

Geography — SDPs are now being developed 
and rolled out by banks almost everywhere

Asset class — SDPs are spreading from their 
roots in FX into many other products

Provider — SDPs are no longer the preserve of 
the largest investment banks

Client segment — there is now an SDP off er-
ing targeted at almost every category of trading 
end user

Functionality — SDPs are moving way beyond 
just execution

This white paper explores each of these top-
ics, looking at what’s happening in the market-
place and where it’s heading.

The geography axis
At Caplin, we have focused for many years 

on helping banks build world-class SDPs. Until 
a couple of years ago our customers tended to 
be based in New York and London, since most 
of them were global institutions. Not anymore. 
We still have important clients in those places, 
of course, but most of our revenue now comes 
from Canada, Australia, South Africa, Europe, 
the US outside New York… in fact we are see-
ing an extraordinary level of activity at regional 
banks throughout the developed world.

And while the ten or so remaining Tier-1 
banks are still fi xated on building this kind of 
thing from scratch in-house (often, it seems, for 
no better reason than that old habits die hard) 
the Tier-2s are much more comfortable buy-
ing in technology platforms and using them to 
build highly diff erentiated off erings in a frac-
tion of the time and at a fraction of the cost. 
As a result, the best trading solutions being 
produced by regional banks are more innova-
tive and compelling than many of those being 
produced by the globals.

Why are regional banks seizing the initia-
tive in this space? The answer is mainly to do 
with client relationships. Successful regional 
banks are good at client relationships — they 
have to be, it’s often their biggest competitive 
advantage. So they are quick to realise the value 
of extending these relationships into the online 
sphere, and often know their clients a whole lot 
better than global banks do. This allows them to 
segment their market precisely, and tailor off er-
ings accurately to client needs. And that is the 
starting point for a great SDP.
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Another advantage for regional banks is that 
they tend not to be encumbered by legacy propri-
etary technology, and so are free to harness the 
best and most forward-looking approaches. At a 
time when Web app technology is advancing fast-
er than ever before, that can be a crucial factor.

And the Asia/Pacifi c banks in particular have 
one fi nal factor in their favour: they are not in-
hibited by regulatory risks like Dodd-Frank and 
MiFIR II. If anything, they mostly see these as a 
reason to push ahead faster with electronic chan-
nels to market, conscious of the looming possi-
bility of regulatory arbitrage.

So expansion along the geographical axis is 
rapid, and shows no signs of slowing down.

This has big implications for other axes such 
as asset class and target client segments, which 
I discuss below.

 The asset class axis
Over-the-counter

The fi rst successful web-based trading off er-
ings were in retail equities. But the starting point 
in the institutional space was in the OTC mar-
kets, whose relatively recent electronifi cation has 
allowed them to leapfrog exchange-traded instru-
ments when it comes to delivery technology.

Over the last decade, OTC dealers have increas-
ingly found themselves with scalable electronic 
liquidity but without a natural screen-based 
route to market. Multi-dealer platforms such as 
Bloomberg, TradeWeb and FXall provided a ge-
neric answer, but banks wanting a diff erentiated 
off ering and a direct customer relationship found 
themselves naturally drawn to the Web as a direct 
delivery channel.

FX & FI

Within the OTC markets, by far the fastest 
growth has been in cash FX trading, where last 
year SDPs captured 38% of trade volume com-
pared to just 20% for MDPs.

Why were FX majors the natural starting 
point? There are three obvious reasons:

• spreads are so compressed and rates so 
similar across the market that price is no 
longer the highest priority for many users

• the potential user base is so big that banks 
urgently need a more effi  cient channel 
than voice

• the market is so liquid and the barriers 
to entry so low that almost any bank can 
now, in principle, provide the liquidity its 
customers need.

There is no doubt that SDPs are now fi rmly 
entrenched in FX, and increasingly common in 
fi xed income (FI) - despite the Dodd Frank tur-
moil, or in some cases because of it, as banks 
search for strategic safety nets.

It now looks as if FX spot, forwards and 
swaps are almost certainly going to be exempt 
from Dodd Frank.

Futures and Options

Recently we have seen increasing interest in 
the use of SDPs for derivatives trading. This 
falls mainly into three categories:

• EMSs for high-end institutional futures 
trading, allowing users to manage large 
order books, complex execution algo-
rithms and execution workfl ows

• OMSs for retail futures trading, particu-
larly in the US where futures trading is 
increasingly popular with private inves-
tors

• FX options trading, as a natural exten-
sion of the cash FX business.

All of these are highly active areas, although 
the third is likely to be seriously aff ected by 
Dodd Frank.

Equities

While retail equity trading was the fi rst asset 
class/sector to move to web-based trading, in-
stitutional equity trading is at the back of the 
queue — mainly because the existing leased 
line/FIX/OMS infrastructure, while dated, still 
works well enough for most purposes.

But there are signs of cracks appearing 
mainly in the grey area between high-end retail 
and low-end institutional, and particularly in 
emerging markets. Family wealth funds, for ex-
ample, even when quite large, often want trad-
ing as a service rather than having to install a lot 
of infrastructure.

The provider axis
Until fairly recently, SDPs were largely the 

preserve of Tier-1 banks. These global fi rms 
used their huge IT teams and budgets to gain 
competitive advantage via technical innovation, 
particularly in e-commerce. Deutsche Bank, 
for example, used its Autobahn family of SDPs 
to drive business growth in FX and interest 
rate swaps (IRSs), and BarCap profi ted greatly 
from its highly successful BARX FX off ering. 
Not all these experiments were successful, and 
there were notable false starts. But the success-
ful ones demonstrated the huge impact SDPs 
could have if done properly.

In the last few years, however, the larger re-
gional investment banks have started to deploy 
their own SDPs. In the cash FX markets, some 
kind of direct Internet off ering is now provided 
by almost every large bank, and increasingly 
these are being extended into FX options, pre-
cious metals, and fi xed income. These SDPs are 
of course used by the bank’s customers, but a 
major additional target for many fi rms is use 
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by their own staff  so as to internalize more of 
their fl ow.

There are three key drivers behind this Tier-2 
adoption. The fi rst is customer demand, with 
the emergence of a new generation of end us-
ers who are more attuned to screen-based trad-
ing and less inclined to pick up the phone. The 
second is the visible success of SDPs built by 
the Tier-1 banks, and the realization that a sub-
stantial proportion of users — a majority, in the 
case of FX — would rather trade on an SDP 
than an MDP. Finally, and crucially, technologi-
cal advances and new SDP frameworks have 
dramatically reduced the cost of building highly 
competitive off erings in this area.

Recently we have witnessed exciting SDP 
initiatives by entirely new categories of non-
bank fi rms. These include independent broker-
dealers and IDBs, large buy-side money man-
agers, and retail brokers. In all these cases, the 
message seems to be that providing “trading 
as a service” via the Web is fast becoming an 
essential component of any successful trading 
business.

The client segment axis
Before the beginning

Early on, SDPs weren’t really “targeted” at 
all. I remember many years ago, in one of the 
fi rst SDP projects we were ever involved in, ask-
ing the project sponsor (a CTO at a tier-1 global 
bank) who the primary users were going to be. 
He said, “Don’t know, really. We’ll wait and see 
who uses it.”

Those were the days. Now, in a world of so-
phisticated UX design and fi erce competition 
for user screen space, you won’t get far at all 
without a very clear idea of which user seg-
ments you’re going after, and a pretty deep un-
derstanding of those users’ needs

Surveying the landscape

An SDP project with any chance of success 
today starts by segmenting the user space. A 
typical segmentation might look something 
like this:

• Internal sales traders

• Downstream banks

• Hedge funds

• Real money managers

• Large corporates

• SMEs

• Financial advisors

• High net-worth (HNW) investors

• Active retail investors

Clearly, diff erent segments have diff erent 
degrees of relevance depending on the bank, the 
geography, and the asset classes being traded. 

For example, HNW investors are most relevant 
to equity trading (under-represented on SDPs, 
but starting to catch up). Meanwhile corporates 
and SMEs are of most interest to the FX desks 
at regional banks, often as an enhancement to a 
transaction portal.

Until fairly recently, most of the emphasis was 
on the fi rst three on the list, more or less in order 
of priority — not least because they were the least 
likely to be wedded to multi-dealer off erings. As 
regional banks have stepped up their investments 
in payments portals for their corporate clients, 
large corporates and SMEs suddenly became hot 
segments. And currently we’re seeing a storm of 
activity at the retail end (represented by the last 
three on the list).

State of the art

In the last year, we’ve been involved at Caplin 
in SDP projects that, between them, have 
targeted every single one of the segments on the 
above list. A particular off ering might be aimed 
at more than one of the segments, but never 
at more than three. If you try to design a user 
experience (UX) that works for more than three 
of these user types, you’re pretty much bound 
to create something that doesn’t work well for 
any of them. And in general, the narrower your 
focus the more eff ective your UX will be. That’s 
why we’ve long advocated basing an SDP on a 
framework that makes it easy to build multiple, 
highly targeted front ends.

The functionality axis
Early SDPs off ered little more than execution 

services. In FX this meant streaming executable 
prices for majors in small sized spot trades, 
and request-for-quote (RFQ) or request-for-
streaming-price (RFS) tickets for everything 
else. In Equities and Futures direct market 
access (DMA) it meant an OMS/EMS centred 
on an order book or ladder. In FI it was mostly 
restricted to fi ltered inventory displays with the 
ability to pop up an RFQ/RFS ticket and do a 
trade.

Over the last two or three years, however, 
the more enterprising banks have started to 
diff erentiate themselves and add value to their 
SDPs with new and diff erent functionality. This 
is particularly noticeable in four key areas: pre-
trade integration, post-trade integration, new 
workfl ows, and better UX.

Pre-trade integration

The larger fi rms have tended to maintain 
a loose linkage between trading and research 
portals, typically amounting to little more than 
a way of opening a trading app from within the 
portal. There is seldom a way back — in other 
words, you can’t easily view related pre-trade 
data once you are in trading mode — and this 
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token linkage has not proven terribly eff ective at 
converting portal eyeballs into on-line trades.

Meanwhile, fi rms catering to retail users have 
raced ahead, beefi ng up their trading off erings 
with pre-trade stimuli such as news, research, 
trade commentary, trade ideas, charting and 
technical analysis, all carefully integrated into the 
trading workfl ow.

While there are certainly high-end SDP users 
that have no interest in this kind of integration, 
many banks have a raft of smaller clients for 
whom it provides clear value. Morgan Stanley 
made a splash a couple of years ago with the 
launch of its Matrix off ering, which provided this 
kind of integration in spades, and an increasing 
number of fi rms now see this as an eff ective way 
of winning more business.

More recently, there has been a lot of noise 
about including social media in the mix, 
especially in FX.

Post-trade integration

Multi-dealer platforms such as TradeWeb and 
FXall have long used post-trade processing as a 
major value-add, promoting the time- and labour-
saving advantages of STP as a way of getting 
more people to use their platforms for trades that 
they would otherwise have done by phone or on 
an SDP.

The biggest banks already provide this kind of 
service alongside their SDPs, but smaller fi rms 
have been slow to follow suit, mainly because of 
the cost and complexity involved. But it should 
be possible to do this by leveraging third-party 
clearing and settlement services, and there is a 
lot of scope for adding value.

New workfl ows

Provided a dealer is off ering competitive 
prices and a reliable service, additional trading 
workfl ows become very important in attracting 
and retaining users. Simply saving a trader time 
in going about his or her daily activities can be 
very compelling.

Barclays Capital has demonstrated this well in 
its BARX FI off ering, where it has been energetic 
in adding innovative workfl ows to woo clients. 
These include a “compactions manager” that 
allows interactive pricing and collapsing of IRS 

portfolios (a process that previously required 
lengthy telephone conversations and exchanges 
of spreadsheets) and its “Turbodeal” feature 
for guaranteed one-click IRS execution on 
streaming prices (a feature previously confi ned 
to FX trading).

Better UX

In the world of online trading, UX design has 
progressed in the last three years from a virtually 
unknown concept to a central issue. I’m not 
going to discuss UX in detail here, because so 
much has been written about it elsewhere (see 
http://blog.caplin.com for examples).

But for anyone who hasn’t been paying 
attention, skilled UX design is now arguably 
the key factor in diff erentiating online 
trading off erings, and (if done right) governs 
everything else. In a sense this has always been 
so, since there always is a user experience, good 
or bad, and it is always designed somehow, by 
someone. But the diff erence is that in the past 
the design was done by managers, traders, 
business analysts and programmers, without 
any special UX training, and without any 
insight into the highly evolved discipline that 
companies like Apple have harnessed to turn 
their brands into market leaders.

Now, however, there is a general recognition 
in the marketplace that UX designers are 
skilled specialists that, properly employed, can 
add inestimable value.

And in the age of the iPad, users have little 
patience with poor UX design.

Conclusion
Single-dealer platforms have evolved 

considerably in the last two or three years. 

They are now being built to handle multiple 
types of assets and are being off ered by an 
increasingly wide range of diverse trading 
fi rms. 

They are being designed for more targetted 
segments of users as part of a conscious 
eff ort to provide more value to clients. They 
are being built with increasingly innovative 
functionality; and a customised and compelling 
user experience is becoming an increasingly 
important diff erentiator. 


