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Raymond Tierney lll is the chief exe bfficer and ph of Bloomberg Tradebook. Prior to joining
Bloomberg, Tierney was at Morgan Staniey St in 1994 as an executive director and senior
sales trader. He became managing di head of North America cash sales trading in
2004. Tierney was named global head E gan Stanley Investment Management in 2006,

responsible for leading the firm’s world ‘ trading efforts. B started his Wall Street career as a trader at Paine
Webber (1981-1986), served as a vice pr@sident at First Boston (1986-1991), and was a vice president and sales

'y

trader at UBS Warburg (1991-1994). He r ¢ ,‘ved a Bachelor abArts degree from Villanova University.
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Raymond Tierney I, chief executive officer and president of
Bloomberg's agency broker, Bloomberg Tradebook explains
why keeping client focused is more important than ever.

Putting the clien

How are the current market conditions impacting
pour business?

It is certainly a wolatile time but it is & double-edged sword.
Exchanges like vodatility because it creates opporiunities far
trading but it ¢an alse dnve investars out ot the market. For

us, the most important u-mg 15 0 rema remile and clhient
facused. Blaoomberg Tradebook had been much maore of a
product-focused arganisation but today we connect to over B0
markets across 530 countries as well as 40 dark pools to prowide
nigh lquidity for gur clients. We hawve a customer product
team wha is focused on helping dients improve and enhance
their vearkflow and execution performance

I read that one of the results from your recent forum =
“The Future of the Buyside Trader™ = was that marke!

conditions lead o cansolidation in the braoker agency

business, What are the reasons for this?

There are a lot of headwinds working against brokerage firms,
such as declining carmmission rates, shower edonomic growth,
and fund flows gaing in the wrong direction. Buyside traders
are also under intense pressure in the marketplace as their
clients become mare demanding in response o volatile
market. The buyside expects agency brokers 1o provide more
acute market insght ard have greater awareness of the
products and seneces. Sales traders can add value to the trade
oy providing high-guality market intelligence and research as

first

well az innavative technaology to help them maximise their
perfarmance. This regquires 2 heaw spend on techrology
armd data and many of the independent platforms, as well as
small to medium sized brokers, are struggling. An informal
podl taken at our buyside event found that attendees, whao
were predarminantly buyssde traders, believe agency broker
consolidation 15 a potental consequence al these challenges

A recent Greenwich report shows that US institutional
investors hawve cut back on electronic trading and are
pushing maore deals through high-touch broker sales
desks aver the past year. Are vou seeing this?

I'would agree that there is less business being passed around.
The buyside is tryng 1o figure cut how they are going to pay
lar research, corparate dcoess and capital markels and as 3
resuslt they are shifting to higher touch sensce ard away from
eleciranic trading. The ather driver is the current volatility that
Wwe are experiencing pushes people to trade mare in lit rather
than dark pools. However, | think ths is a short-term trend and
ral a seculsr change

Can you discuss in more detail the independent rasearch
sarvice that you launched in May?

We launched our independent research services in r-.i.h!,r wilh
SEWVEN Erovicers angd wee now have 16, Our Ol oE 10 elTen d
that ta 25 by the end of the year. We apply a deep, rigoraus
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and analytical pracess ta identify leading firms and have names
such as Two Rivers Analytcs, Thompson Research Group,
Turreng Posnt Anabylcs and Ventas Investarent Research, wihich
all hawe a record of performance. Clients receive the reparts but
they alsa can contact the analyst directly We also have a flexhle
emgagement structure. That is, clients only pay for the research
they want and they can do this esther by using hard dollars,
cammission shanng arrangements or bundled commissions,

The ather difference is that our research sensces are supparted
by a dedicated team of highly trained research consultants
whao act as the client’s sngle point of contact. They know their
rieeds and can offer 3 much more 1ailored serace,

Can you discuss in more detail the execution consultancy
that you launched in May?

I sperit four years at Morgan Stanley Investment Banagement
Fram that side of the market, | chserved a reliance on brokers for
market insght and product expertise, but Emited transparency as
to how products actually performed cutside the organization. |
wanled to develop an execution service 3t Bloarmbeng Tradebook
that helps clients understand how to leverage a wider range of
trading strategies. This has becorme much moe important with
the increase in high frequency trading.

Through Bleomberg Tradeboaok's execution consuliing senaces,
we provide advice on lguidity and how to map osder flow to
its proper destination using the appropriate technology, data
and analytics. We alsa offer real time evaluation of trades

and can suggest how the process can be improved. Currently,
these skills and achwce are typecally split across different
disciplines at rmaost selside firms, but we are giving cients a
sing le execution consultant who is responsible fram pre- to
post-trade and all areas in between.

We alsa put our consultants thraugh a 14-step high-level
accreditation programme, They need ta nat anly understand,
tar example, how the algos wark but also the logic behind
thern as well as transaction cost analysis, execution capabilities
and market structure (micro and macna)

What has the demand bheen for the new algarithm you
launched earlier this year for fund managers to automate
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the process of rebalancing their partfolios without the
help of a brokerage trading desk?

We are sesing an inoreased interest in our algoarithmic products
because the buyside wants to automate a greater percentage
of order flows and speed time to execution but not enawgh
people have gone down the rabbst haole to appreciate how
that is accomplished. Buillding 2lgas into trading platforms
requires highly skilled technical resaurces as well as 2
sophisticated understanding of market dynamics.

Bloomberg Tradebook's portfolio trading algorithm gives the
buyside an optmal way to manage glabal equity partfolios
across multiple markets, currencies, and time 2ones, We alsa
hawe other tools such as dynamic awction algarithms, which
enable traders 1o fit auction bguidity into daily workflow as
well as PAIR algorithms, which look to take advantage of ratio-
adjusted, absolute ar merger stabstical arbitrage opportunities
Part of this senvice is the strategy analyser, which recommends
the optimal strategy and algo to use based on the trader’s
requirements, benchmarks and market conditions.

Looking ahead, what do you see as your greatest
challenges?

One of the biggest challanges 13 the headwinds present in
today’s econormy that are influencing market behaviour a5 wel
as our client’s business, The uncertainty af the final Dodd-
Frank regulations is also impacting investment decisions as
well as the competitive landscape. This is all taking place in an
extrernely competitive and dynamic market where it seems
like commissians are in 4 race 1o 2ero

At the same time, | think changing markets always present
new apportunites. That's what markets do! This 15 why agency
brokers like Bloomberg Tradebook are trying to expand their
reach beyand execution services, either with research oo
executian consulting services, 5o that the business i not so
aligned with market wolatility. Teday, agency brokers have 1o
evolve from ‘execution only’ to 'execution everything’, that 15
we have to be dient-focused, technically proficent, market
sawwy and the first to offer intelligent research and innovative
proslucts that clients view as indispensable, sa they can justify
cawering agency fees. @
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