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In
the April
edition
of e-FOREX Magazine, Cürex was asked a number of questions regarding the FX market’s convention of
executing at specific points-in-time – in particular at the London, 4pm WMR Fix. This market standard has attracted an enormous
amount of scrutiny from both enforcement and regulatory bodies.
response
to e-FOREX’s questions, Cürex makes the case for
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its transparent, no “last look” ECN execution and the related executable benchmarks of the FTSE Cürex Index Series. These solutions
provide every market participant with an alternative to the legacy market conventions that have caused such fiduciary concern.

1. The traditional benefits associated with trading FX at a fixing “PIT” (Point-In-Time) trading include elimination of
concerns about receiving the market price, provision of evidence for assessing best execution, trade administration cost
reductions and minimization of tracking error when valuing international portfolios. Are these benefits real or perceived?
Cürex: The perceived benefit of an execution at the Fix is that the market participant gets the same price as every other market
participant in the Fix process. And at that, a price that is the midpoint, without any transaction cost. The issue here is the
“perception.” The idea that there is no cost for a Fix execution misses the concept of real cost. There is an “economic” price paid
by all users of the Fix – recent investigations and fines prove that. Furthermore, holding an FX risk position during the day to wait for
the 4pm Fix is more likely than not to have its own economic (P&L) cost.
Over many years, the Fix has become much more than it was intended to be when it was first conceived. The conventional thinking
that execution at the Fix addresses the concept of best execution is flawed – “just because everyone else does it” does not satisfy any
known or credible fiduciary standard. Perhaps the most glaring issue is the serious valuation mismatch that occurs every day when
some non-GMT market closes and uses the 4pm London Fix to determine its value. The tracking error inherent in the global capital
markets underscores the need for FX benchmarks that address the practical needs of all market participants.

2. Why do investment professionals generally continue to use Fix rates, including calculation of global bond and equity
indexes, as a benchmark for settling various financial derivatives and for auditing purposes, etc?
Cürex: The simple answer is that they do not think they have an alternative and they have gotten used to using the convention of the
Fix rates. Existing market participants have proven themselves to be reluctant to assume a leadership role and initiate fundamental
change to the status quo even if the prevalent practices are unsatisfactory, inexact or just plain flawed.

3. Is the current convention of FX PIT trading execution – execution at the WMR rate – better than a market transition to
regional fixings at different times during the day?
Cürex: The market does not need to transition to regional standards that could lead to negative outcomes such as diminished
liquidity, price dispersion or volatility. The FX market is dynamic over its 24-hour period of activity. Any point-in-time auction will
attract whatever liquidity is present. A regional fixing approach presents the same possible problems that the 4pm Fix encountered.
In the equity market, a constant, streaming “auction” is occurring. Even though the currency market is global and highly
fragmented, it does not mean that such an exchange-like environment cannot be created for FX execution. It just takes rules, ►

ViewPoint
P

transparency and fairness. Such FX exchanges could exist in any time zone that supports that activity. Because FX market
participants need to trade risk at every millisecond of every day, how does constraining them to specific points in time advance
their risk management practices? There is plenty of market intelligence to measure liquidity, assess counterparty performance and
market volatility. Smart data analytics developers, including Cürex, are creating predictive artificial intelligence to facilitate those
risk management functions.

4. What alternatives to PIT trading strategies are available to investment managers looking to execute their FX trades away
from the WMR Fix?
Cürex: We operate an anonymous electronic trading platform with no “last look” liquidity. Further, every execution on our ECN
is a print at the FTSE Cürex FX Index benchmark rate. We began building this technology platform for the buy side five years ago
because we recognized the lack of best execution standards arising from the FX market’s opaque, bi-lateral and over-the-counter
nature. Having the ability to execute at a benchmark rate that is derived from a live, streaming, multi-participant liquidity pool with
strict rules that enforce democratic and fair treatment is a choice that was not available until we introduced it to the marketplace in
October 2013. Today, FX market participants have an alternative to execution at the WMR Fix. The unique difference that Cürex
offers is the delivery of a benchmark execution that brings with it FTSE’s oversight, high standards and audit capability.

5. What ongoing efforts are being made to create new benchmark solutions in FX and what are their prospects for success?
Cürex: In partnership with FTSE, we introduced the FTSE Cürex FX Index Series in July 2012. The indices are live, streaming
and executable. FTSE publishes over 2000 indices on a real time basis that cover all 23 deliverable currencies as well as a number
of baskets. Each currency pair includes bid and offer indices as well as carry and total return indices. Excluding the FTSE Cürex
effort, not much new has been done in the FX index space given the entrenched nature of WMR. At Cürex, we were not burdened by
legacy convention. That freedom allowed us to collaborate with FTSE to introduce a radically different approach to benchmarking
that looked and felt like the standard used in the equity markets. A benchmark should be judged by its rigorous rule set and
methodology and its sustainability. A benchmark, particularly in the FX marketplace, can never represent a global, aggregated best
price at any millisecond – that would be impossible. The point of a benchmark is to present a value which is fair, market-driven
and available to all. When consistently overseen by a set of publicly available rules and supported by a broad representation of the
market’s available liquidity, such a benchmark should be embraced by the market’s participants – especially given the obvious lack of
relevance of existing, tired, legacy alternatives. At Cürex, we believe that the benchmarks we have built with FTSE provide the real
time relevance that the FX market needs today.

“View Point” provides Cürex’s insight on relevant topics to institutional users of foreign exchange. Its mission is institutional
FX user benefit and information. Cürex’s goal is to provide fairness, transparency and unparalleled efficiency to the FX
marketplace for the benefit of our partners and customers. Visit us often so we can share our View Points with you.
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