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paper from Russell shows that most FX trades of investars, who rely on the
executions of managers or custodians, are executed at prices inferior to the average
rate of the day.?

In 2007, a survey of 17 transaction cost analysis [TCA] providers revealed that none
offered foreign exchange TCA.? Today, there are at least 9.

Some ascribe this growth to regulatory pressures. The concept of regulation is
tenuous in the global FX market, but mandates for best execution may be on the
horizon, Legal cases provide some impetus, but TCA providers are shy about
appearing on the witness stand. Customer demand, focused on process
impravement in pursuit of alpha preservation, is a driver. A survey of FX traders in
2007 suggests that 73 percent would look at reports if available, and 37 percent of
respondents would want such reports daily.”

Demand for measurement grows with changes in market structure and their
consequences. Earlier this year, ITG commissioned a special report from Greenwich
Associates in order to assess this evolution, as seen by the global buy-side. FX
volume executed electronically increased 55 percent from 2011 to 2012,
Electronically-traded volume was 65 percent of the total, an increase from 57
percent the year before. Multi-dealer platforms account for the majority of volume,
dwarfing the use of single-dealer systems, messaging systems, and dealing on the
telephane. Algarithmic trading already is used by 23 percent of respondents.®

The survey also touched on TCA for FX, with 44 percent of respondents reparting
usage. Early equity TCA was focused on compliance; similarly, SO percent of users in
FX also report compliance requirements. Surprisingly, 92 percent of respondents
cited investment process improvements as a driver of FX TCA; this type of impetus
was slower to develop in equities. Another 33 percent report client requests for
execution information as being important.

THE RELATIVE MAGNITUDE OF FX TRANSACTION COSTS

Before looking at a single order from any individual trader, one goal of TCA is to
quantify transaction costs prevalent in the aggregate market, for various deal sizes,
times of day, and across market conditions. We give a flavor of such analysis for five
major currency pairs and six minors.® The time period is January 1, 2013 through
March 31, 2013.

The key to the analysis is the construction of a consolidated limit order book for
each currency pair, based on data from twelve banks and five electronic
communications networks [ECNs].” Tradable quotes are identified, and all statistics
are based upon them; we examine indicative quotes in the next section. We limit
ourselves to a discussion of spot rates.’

The advantage to using an empirical order book is the ability to construct size-
adjusted spreads for any time of day. Intuitively, the spread should depend on the
notional amount available at any given price. The order book gquantifies this notion,
based on the cost of climbing the book for any given deal size.

* See httpy finvestment russell comfpublic/pdfsfConsulting/Asset Class Strategy/0110 RR FX Fees pdf

! Michael DuCharme, "First Steps in Fareign Exchange Transaction Cost Analysis,” Journal of Performance Measurement, Spr ing 2007,
' Tabb Group, Just What i Best Execution in FX7?° Tabb Group Perspective, July 2008,

* There also is nascent dark pool activity: see Foreign Exchange Trading Creeps into Dark Poals, Wall Street Journal, October 11, 2012

" The majors are EURUSD, GBRUSD, AUD.USD, USD.CAD, and USD.JPY. The minors are USD.PLN, EURPLN, USD.CZK, EUR.CZK, USOTRY, and
USD.ZAR.

? This approach was discussed at kength in wark by Morgan Stanley, but not acted upan, dug to lack of available data. Instead. aggregate
cost models were built based on options pricing formulae and an @ssumption of Poisson arrivals of orders. See, A Guide To FX
Transaction Cost Analysis. Parts | and 11,” Morgan Stanley White Paper Series, October, 2008 and February, 2010,

® Space constraints precude discussion of forwards and swaps.
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Intercomputer communications in real time control systems, 28:19161 SMITH, .... “The Essential Guide to Telecommunications
is probably one of the most useful and well-written books on our telecom bookshelf. Annabel Z. Dodd does a great job of
capturing a snapshot of the current telecom industry. Even those with little or no technical training should be able to understand
the text.. In the past two years, the telecommunications industry has undergone major changes. "The Essential Guide to
Telecommunications, Third Edition," is your complete guide to the new realities of telecommunications. This new edition
reflects all of today's most critical issues, trends and technologies.. Georgia Tech (Georgia Institute of Technology) is a
technology-focused college in Atlanta, Ga, and one of the top research universities in the USA.. The Essential Guide to
Telecommunications 5th Edition by Annabel Z. Dodd from Flipkart.com. Only Genuine Products. 30 Day Replacement
Guarantee.. Get [Free] Download Ebook User Manual Guide Repair Reference, ... Anding Telecommunications And Lightwave
Systems Nellist John G - Mon Panier A Chat ... User Guides - Mozart And The Whale Newport Jerry Newport Mary Dodd
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- Annabel Z. Dodd The Essential Guide to ... “I have used previous editions of The Essential Guide to Telecommunications ....
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Telecommunications is probably one of the most useful and well-written books on our telecom bookshelf. Annabel Z. Dodd
does a great job of capturing a snapshot of the current telecom industry. Even those with little or no technical training should be
able to understand the text.. A table of codes identifying the types of item identification. CODE TYPE. 1. 1. K. IA. L ... item
identification - Miscellaneous Items Federal Item Identification Guide A239. 3 ... NATO Integrated Communications Systems
... ZL.ZM. NOTE: CH 5. TABLE 60. DoD 4100.38-M. NAVY SPECIAL MATERIAL IDENTIFICATION CODES.. The
Essential Guide to Telecommunications [Annabel Dodd] on Amazon.com. *FREE* shipping on qualifying offers. In today's
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The Essential Guide to Telecommunications, third edition, is your complete guide ... crucial insights into the fast-changing
competitive landscape, Annabel Dodd .... Great Answers to Tough Questions at Work - Dodd Michael ¢/ Zobacz i zaméw ...
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Paperback, 600 Pages, Published 2012.. The latest Tweets from Annabel Dodd (@ AZDodd). Author of #1 non-tech guide to
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