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The FX Global Code and Principle 17:
More Work Needed
Introduction
On December 19 with the holidays fast approaching, the Global Foreign Exchange Committee (GFXC) issued a report dealing
with Last Look practices in the FX Market that included revisions to the FX Global Code’s Principle 17. That report has so far
elicited a muted response – perhaps the timing of the release and the launch date of MiFID II has contributed to this minimal
reaction. The genesis of the report and revised language for Principle 17 was a request for feedback dating back to the original
issuance of the FX Global Code on May 25, 2017, which you may recall comprised 55 principles for FX market participants
to consider. Principle 17 dealt with Last Look and obviously was deemed controversial enough to elicit a feedback request
coincident with the actual introduction of the Global Code itself.
At the onset, we at Cürex should state that we support the FX Global Code and its intent. But with that support, we will continue
to offer our reactions and constructive input related to the FX Global Code, and in particular this recent report issued by the
GFXC. Cürex’s point of view is defined by our commitment to the buy side. Our business mission is to improve the buy side’s FX
market experience, and we have dedicated the eight year history of our firm to that end. We cater to the needs of the buy side and
exclusively offer them fully anonymous, no Last Look executions. As such, we have a particular opinion about Last Look practices
and its negative implication to buy side execution and performance. In simple English, we found the GFXC report on Last Look
practices and the revision to Principle 17 to be lacking in substance and surprisingly short on input from the FX community
generally and from buy side institutions and their service providers in particular.

A Questionable Approach
To begin with, Cürex finds it disappointing that the GFXC could only garner 33 distinct responses to this issue over a four month
period. In our opinion, and given the GFXC’s member composition, their approach for input could have been handled differently
to reach a more diverse audience. The GFXC would have been better served to seek direct input from the FX community instead of
relying on voluntary feedback. The issues with survey methodology are well understood.
With limited feedback and a focus on two narrow questions, the GFXC actually did very little to address the broader, troubling
practice of Last Look - but first, the questions. Question 1 asked whether the respondent agreed or disagreed that trading during
the Last Look window is inconsistent with good market practice. The result was an overwhelming view that this was in fact
inconsistent with good market practice. Question 2 asked whether the language in Principle 17 should be changed based on
their answer to Question 1. Obviously, the strong majority of respondents responded yes to that question as well. Our problem
with the report is that given the majority responses to Question 1 and Question 2, how could the GFXC do so little to
change Principle 17?
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What Changed
In spite of the actual feedback, which we view as critical of Last Look as a whole, the GFXC elected to make minor changes to
Principle 17. First they eliminated a paragraph in the Principle that suggested that Last Look “is likely inconsistent with good
market practice.” Obviously they could have left that paragraph in and merely said that Last Look is “inconsistent with good market
practice” – after all, 66% of the respondents declared it so. Given that landslide result, we are perplexed that the GFXC eliminated
the entire paragraph instead of making that simple change. Second, the GFXC added a new paragraph that emphasized that “Market
Participants should not conduct trading activity that utilizes the information from the Client’s trade request during the Last Look
window.” Cürex certainly agrees that the utilization of Client trading information during the Last Look window should not
be allowed. However, trading during that window of very short duration is only part of the issue. The greater issue for the
buy side is the harm done to them when a trade is Last Looked and the market moves against them AFTER the Last Look
window. This issue is completely ignored by the GFXC’s revision to Principle 17. The leakage of client trading intent and
information at any time is certainly harmful. We believe the greater harm to the buy side can occur after their trade has
been rejected or partially filled, and certain market participants now know their trading intention, which in the customer’s
case remains a required execution.

Back to the Drawing Board
One result of the GFXC’s report is their intent to continue to work on elements of Last Look and how it is applied. A positive
outcome of their report is a general view that more transparency regarding the use of Last Look is a good thing. But the GFXC will
continue to be challenged because they are attempting to appease all the participants in a very large market. At Cürex, we care
about the buy side. Last Look negatively impacts our customer base. It is inconsistent with best market practices and the
pursuit of best execution.
We hope that the GFXC will go back to the drawing board and revisit this issue with a broader group of market participants – a
process that will help insure that more opinions are solicited. At Cürex, we know that 100% of our buy side clients care about
Last Look and view it unfavorably. That group is a very large share of the daily users of FX. We think the GFXC should address
their concerns more clearly in their future work to curtail the troubling practice of Last Look.

“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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