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Some of the largest participantsin

US capitalmarketsareto startusing
a new systemthat dramaticallycuts
the time it takes to trade and
communicatewith each other, as
they respondto the greaterdemand
for speedfrom hedge funds and
othertraders

It will reducetransactiontimes to
just 1 millisecond from about 10
millisecondsat present,in the New
York metropolitanarea

Hedgefundsandothertraderswho
employ complex strategies, are
putting ever greateremphasion the
speedat which they do businessas
competition to eke out the best
returnsintensifies

The svstem. known as Radianz
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Institutions that have signed up to
use the systemalreadyinclude the
NYSE Group, Nasdaq, Boston
OptionsExchange BATS electronic
communicationsnetwork, and the
International Securities Exchange,
amongothers

The uptake of the new system
comes just weeks after the
introduction of RegulationNational
Market System,a controversialset
of rules aimed at levelling the
competitive field in the US equity
market, meaning trades must be
routed to the exchangethat offers
thebestprice

During the recentmarketselloff, a
weekbeforethe introductionof Reg
NMS, a spike in trading volumes
causedsomesystemsand serversto
ago down leadina to widesnread

onda®o

BT Radianz developedthe new
systemin responseto the growing
use of algorithmic and blackbox
trading strategiesby brokerdealers,
assetmanagersprime brokers and
hedge funds Tom Price, senior
analystin the securitiesand capital
marketspracticeat the Tower Group
consultancy, said i S p eis da
competitivedifferentiatorfor market
participantsusing advancedtrading
strategies The ability to consume
massiveamountsof data,translateit
into opportunity, and get ordersto
the appropriate execution venue
aheadof the competition,is key to
succes®



Why did markets
automate?



Traditional explanations:
economics of course!

Automation made
tradingcheaper



But these explanations fall
to make sense of the
market organization:



Floor of the NYSE, c. 1965 ;
S -




It assumes that stock
exchanges had an interest I
becoming public software
companies rather than
memberowned private
clubs



Today:

Automated financial
markets are the products of
particularinfrastructures



Why did markets automate?

Who built the infrastructures
of finance? Why?



My answer:

Not the top of the
organization or the top of the
Industry, but the invisible and
obscureorganizational
middleware



What Is the organizational
middleware?



The Stock Exchange
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Tony Carey and the MPDS maintenance mini van, c. 1973
Photo courtesy of John Scannell



Testing EPIC input terminals, 1977
Photo courtesy of John Scannell



The back office, the

settlement room, the R&D
labs, X 6

the Invisible corps of
Information technologists that
keep the market running.



A story of how
Infrastructural workers
capturedan exchange,
revealedits Iinfrastructures
andconvertedthe
marketplace
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capture

Long process of organizational encroachment by
Infrastructural workers.

cf.¢ K St (3004905 34) slow institutional change:

Ay ailaldziA 2y athrbuypolitical el v & F 2 N.
alignments and specifically through the incorporation

of groups whose role in the system was unant|C|pated
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1950

A Cultural and organizational core:
the trading floor

A Trading mechanism: competing
marketmakers

A Peripheral tasks: settlement,
which was costly and time
consuming
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19605

A The Exchange internalizes some
technologists to keep the
computers in order

A Technologists as largely invisible
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A Invisibility and expertise
translated into autonomy to
define problems and build
solutions
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