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About this report
Welcome to the Q1 2023 Sell-Side Execution Management 
Insight report. This report, which is produced in partnership 
with Horizon Software, is based on survey of the Acuiti Sell-
Side Execution Expert Network, a group of senior executives in 
execution roles across banks and brokers globally. 

This quarter’s report looks back on the lessons to be learnt 
from 2022, while also considering the themes that will most 
matter to execution desks in 2023. These include the asset 
classes to watch, as well as how firms are planning to control 
costs in the year ahead. 

Based on input from the Expert Network, we also devote a 
section to the topic of market data and the impact of rising 
data costs on the market. 

Finally, we investigate the state of play for innovation and 
technology, looking at what investment trends we can expect 
in execution over the coming years and the challenges firms 
face in improving their technology stacks. 
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Review of 2022  
and look ahead  
to 2023 

Section 1

Last year was a strong year for sell-side 
execution desks, with volatility a consistent 
feature across most markets. This volatility 
increased trading volumes, which in turn 
revived the fortunes of some asset classes to 
boost profitability at execution desks. 

But it also came alongside a heightened 
sensitivity to risk among some clients, which 

4

mixed the picture of positivity and caused 
some market participants to hold back from 
the market, reducing available commissions for 
execution desks. 

However, 93% of the Expert Network reported 
a good to exceptional year for the profitability 
of their business with over half of respondents 
saying 2022 was a very good year. 

In terms of profitability, how strong a year was 2022 for your business compared to an 
average year?

27%

7%
13%

53%

Exceptional

Very good

Good

Average

Poor

Very poor
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How do you expect the following asset classes to perform in 2023 in terms of the 
potential for profitability in your business?

While many investment banks had cut back 
on their commodity operations over the last 
decade, the increased interest among investors 
in the asset class has been a boon for agency 
execution. In addition, investors often saw it as 
the closest thing to a safe haven in the volatile 
markets of last year. 

The Network also saw potential in ETFs, 
FX and fixed income during 2023. The 
heightened interest in ETFs points to 

the secular trend in adoption of these 
instruments, but also to their increasing use 
by institutional investors in trading strategies 
and their use in the growth market for 
thematic investing.

For fixed income and credit, the rising rates 
environment that has accompanied inflation 
has returned volatility to the asset class, after 
it wallowed in benign conditions for much of 
the last decade.  

Fixed income/credit

Equities

OTC derivatives

Listed derivatives

FX

ETFs

Commodities/Metals

0% 50%10% 60% 70% 80% 90% 100%20% 30% 40%

Little potential Some potential Huge potential

Looking ahead to this year, the Expert Network predicted that commodities and metals would be 
the big winners among asset classes. This continues the positive trend seen in recent years. 
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How did your cost base change in the following areas in 2022?

Post-trade technology cost

Front office technology cost

Market data fees

Exchange fees (excl market data)

Staffing/headcount

Compliance costs

Risk management/surveillance software

Network infrastructure

0% 50%10% 60% 70% 80% 90% 100%20% 30% 40%

Cost decrease No change Small increase Significant increase

However, while profitability was strong last 
year, cost bases also increased. Members 
of the Sell-Side Execution Expert Network 

Both of these functions have been flagged in 
other Acuiti research as areas where firms 
are undergoing or preparing significant 
investment. Risk management has been made 
ever more central to firms’ operations since 
volatility became entrenched across asset 
classes. This has accompanied an increasing 
interest in real-time risk management systems. 

Regulatory pressure and the huge growth in 
transaction data that firms have to handle in 
volatile markets are also increasing executives’ 
focus on surveillance systems. 

reported the biggest increases in cost bases 
coming from investments in risk management 
and surveillance software. 

The Network also cited staffing and headcount 
as a source of significant cost increases, 
coming in the wake of a post-lockdown 
scramble for talent that saw salaries spike. 

That trend looks like it has little track left to 
run however, with many investment banks 
having already announced job cuts for the 
coming months. Expectations of job cuts 
were confirmed in this report’s findings, 
with respondents reporting that they were 
targeting cost reductions through headcount 
this year. 

Rising cost bases



Market data fees

Section 2

Over 80% of the Expert Network reported 
increases in market data fees in 2022. This 
comes off the back of significant rises in this 
area over the past decade. 

Market data was traditionally provided by 
exchanges for free. However, today it is a 
multi-billion dollar business. The genesis of 
the current market data fee model came in the 
doldrums of post-financial crisis markets in 
which central bank support of equity markets 
and historically low interest rates led to 
significantly lower volumes at exchanges. 

They began charging for market data on scale 
in order to replace revenues lost from trading 
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and clearing fees. Since then, exchanges have 
pursued aggressive acquisition strategies in 
the field of market data and developed highly 
complex fee structures for market participants 
with stringent auditing and fines for non-
compliance. 

The increase in costs for something that 
was traditionally free has not been without 
controversy. 

None of the Network thought that current 
charges were fair or lower than other 
equivalent third-party services that they paid 
for and almost half of the Expert Network 
though that these fees were far too high.  

Compared to other costs you pay for third-party services, would you say that market 
data charges are:

53% 47%

Far too high

Too high

Fair (0%)

Lower than other services (0%)
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The high data fees have a significant impact 
on sell-side execution desks. Firstly, almost all 
respondents to the survey reported difficulties 

Secondly, a majority of the Network said that cost of data had limited their entry into new markets. 
Almost one quarter said that it had significantly limited their entry into new markets. 

in accurately forecasting the costs of market 
data, with almost half saying that this was a 
frequent challenge. 

As well as being too high in the eyes of the 
Network, market data fees are on an upward 
trajectory. All survey respondents reported 
that their firms’ data fees had increased over 
the past five years, with over half saying that 
costs had increased significantly.

The cost of market data isn’t just a reflection of 
rapidly rising prices though. A major challenge 
cited during research was the complexity of 

managing fee schedules and the duplication of 
charges for the same data. 

This creates common scenarios in which one 
trader ends up paying multiple times over for 
the same data, because they cannot net fees 
across different trading systems. So, using 
two trading platforms and one market data 
terminal can result in a single trader paying 
three times for the same data.

Over the past five years, how have market data fees at your organisation changed?

Does your business find it hard to accurately forecast the costs of market data?

43% 57%

Reduced (0%)

Increased somewhat

Increased significantly

Remained about the same (0%)

38%

15%

46%

Yes, frequently

Yes, sometimes

No
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Members of the Expert Network are calling for 
a regulatory response to mitigate the rising 
costs. Respondents to the survey favoured 
a requirement that venues submit the costs 
involved in producing market data to regulators 

who would impose a mandatory limit on 
markups. Also backed was the simplification 
of licences, to end the need to audit firms on 
usage as well as the greater standardisation of 
market data contracts across the industry. 

Has the cost of data stopped you from entering new markets?

46%

23%

38%

Yes, it has significantly limited our entry 
into new markets

Yes, it has somewhat limited our entry into 

new markets
No, it has not been a barrier for our entry 
into new markets

Creation of a third party aggregation service to collect  
and distribute market data outside the control of venues

Simplification of market data pricing with elimination  
of “non-display” and “derivatived data” charges

Exemption from charges for market data  
not used for trading (ie risk management)

Industry wide benchmark of the cost of producing  
market data costs and limits on markups above the benchmark

Standardised market data contracts across the industry

Simplification of licencing contracts to end  
the need to audit firms on usage

Requirement for venues to submit to regulators the costs involved in 
producing market data and mandatory limits on markups

Several measures have been proposed to mitigate the rising costs of market data, which 
of the following would you see as the most effective for achieving this?

0% 20% 40% 60%



Innovation and 
optimisation

Section 3

Amid battling cost pressures, sell-side 
execution desks still have to compete 
intensely on their execution capabilities 
and invest in innovation. This is leading to 
executives placing a lot of value on efficiency, 
both in adopting new functionality but also in 
cross-functionality on areas such as market 
making and agency execution. 

In order to understand how sell-side execution 
desks were investing in innovation and 
optimisation, Acuiti partnered with Horizon 
Software to survey the Acuiti Sell-Side 
Execution Expert Network on their approach. 

There is also growing interest in artificial 
intelligence integration, with particular 
enthusiasm for its capabilities to enhance the 
efficiency of coding. AI could also have broader 
implications for assets that are traded off the 
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Members of the Expert Network saw the most 
potential for innovation in their business 
over the next five years in the development 
of algorithms. For many execution desks, 
focus on algo functions is turning beyond 
market impact, where product development is 
already mature. 

Senior execution executives are increasingly 
interested in algos that drive operational and 
administrative efficiency —  being applied 
to functions that can bunch or cancel and 
replace orders, where manual intervention is 
still widespread. 

Where do you see the most potential for innovation in your business over the next  
five years?

Automation of workflows and processes

Increased adoption of cloud-based services

Expanding into emerging markets

Blockchain/DLT-based technology

Development of new asset classes

Integration of artificial intelligence

Development of algorithms

0% 20% 40% 60% 80%

order book, with tools that could bring together 
flow from multiple trading feeds, such as 
different messaging systems and the squawk 
box. AI could then use this information to 
aggregate this flow into a central order book. 
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Sell-side execution desks have made significant investments in optimisation and automation over the 
past decade. However, there remains some way to go on the road to full optimisation. 

Automation of workflows and processes and 
increased adoption of cloud-based services 
ranked further down the scale of importance 
in potential for innovation. But for sell-side 
execution decks, both are still a long-term 
focus as they build scalable and cost-efficient 
technology infrastructure.

Survey respondents cited trade capture 
and position management as the most fully 
optimised processes. Real time P&L was the 
area cited as most in need of improvement. The 
Network reported that optimisation is often 
hindered by system complexity. The more 
trading, pre-trade or post-trade systems a firm 
has, the harder it is to optimise workflows. 

However, consolidating systems also presents 
difficulties, as it can increase concentration 
risk and is often limited by client preference. 
As with cloud services, many in the network 
expected that the pressure to innovate in 

Members of the Network were actively moving 
more applications into the cloud but recognised 
that existing cloud services could not yet 
integrate multiple market data feeds, especially 
at moments of high trading volume. However, 
they did anticipate that this functionality would 
be developed in the coming years. 

automation and efficiency would grow over the 
years. One driver cited was buy-side clients’ 
demands for greater efficiency on functions 
like settlement.

Investment in optimisation and automation 
is about more than bringing down the overall 
cost of ownership of technology stacks. Just 
17% of respondents said that their current 
technology infrastructure allowed them to 
bring new products and services to market 
quickly, while only 30% said it was easy for 
them to add new functions and processes to 
their front-office workflows.

Optimisation and automation 

How optimised in terms of automation and efficiency is your current technology 
workflows across the following processes:

Position management

Pricing

Pre-trade risk

Trade capture

Real time P&L

Post-trade

0% 50%10% 60% 70% 80% 90% 100%20% 30% 40%

Needs improvement Quite optimised Fully optimised
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One reason for the complexity of front-office 
infrastructure across the sell-side is the fact 
that many operations are the result of historic 
mergers and acquisitions, where different 
technology infrastructures have been retained 
in separate silos. For many executives, the 
cost and complexity of wholesale replacement 
means that the status quo is seen as the lesser 
of two evils. 

Adding functionality and improving technology 
are constant aims for execution desks as they 
keep up with competition and the pace of 
innovation. The survey for this report found 
that most favour an incremental approach to 
developing new technology instead of going 

down the path of wholesale replacement. The 
latter approach is time consuming with risk 
of cost overruns and can also run into inertia, 
with traders often accustomed to operating on 
certain systems. This makes it very important 
for firms to be able to add new functionality 
onto existing technology stacks with relative 
ease. 

At present, this is not the case, with a minority 
of the network reporting that they were able 
to get small changes for their front-office 
trading software from their third-party vendor 
within days. Half reported such processes as 
taking weeks, while a quarter reported one to 
six months and a fifth more than six months. 

Do you agree or disagree with the following statements?

Our current technology infrastructure allows us to 
bring new products and services to market quickly

It is easy for us to add new functions and  
processes to our front-office workflows

Having the same technology for market making and 
agency business would lower costs and improve efficiency

Developing new technology incrementally  
is preferable to wholesale system replacement

0% 50%10% 60% 70% 80% 90% 100%20% 30% 40%

Strongly disagree Disagree Neither agree nor disagree Agree Strongly Agree

How long does it typically take to get small changes to your front office trading software 
from your third-party vendor?

25%

20%

5%

50%

Within days

Within weeks

1 to 6 months

More than 6 months
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One route that a majority of the network 
thought would lower costs and improve 
efficiency was using the same technology 
for market making and agency business. 
The benefits of this approach is that desks 
create a single view of positions, consolidate 
technology stacks and improve efficiency in 
areas like reporting. 

Given the climate of cost-cutting highlighted 
earlier, which is affecting headcounts, it 
makes sense that firms have found building 
the case for budget approval as the key 
barrier for investment in new trading and 
execution technology. 

Finding the right vendor to partner with was 
also cited as a challenge and one that is likely 
to increase after the cyber-attack on ION. 
Executives that we spoke with for this report 

However, some members of the Expert 
Network said that market making and agency 
strategies sometimes had different timelines 
and levels of urgency for rolling out new 
services (with greater client consulting often 
needed on agency services), so flexibility 
between the two systems would be very 
important. 

anticipated that this would significantly 
increase their focus on cyber security and 
scrutiny on vendors, as well as heightening 
the risk of scrutiny on their due diligence 
processes for vendors. 

Balancing concentration risk with an growing 
desire to consolidate and simplify vendor 
systems was another difficulty mentioned 
in interviews, both for this report and other 
Acuiti research. 

Would involve changing the full existing stack

Resistance from senior management to change

Resistance from trading and execution staff to change

Transition risk of onboarding a new system

Finding the right vendor to partner with

Building the case for budget approval

What are the key barriers to investment in new trading and execution technology at 
your organisation?

0% 20% 40% 60% 80% 100%



Sentiment  
Index

Section 4

Most of the network were optimistic about the environment for their business performance over the 
next three months. This quarter’s overall reading was 57, an increase from 55 in the previous quarter. 
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Looking ahead to the next three months, how optimistic are you about the 
environment for your business performance?

29%

5%
10% 19%

38%

Very optimistic

Quite optimistic

Neither optimistic nor pessimistic

Quite pessimistic

Very pessimistic
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