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3.1 The Market Data Yellow Brick Road 
 
Connectivity, Content, and Market Access, i.e. trade. These basic concepts are   
all are in the process of undergoing significant transformation that directly 
affects how financial institutions make their money, and in turn how the financial 
information vendors need to adapt to service their clients. 

 
There is a simple rule ‘No Market Data, no financial markets participation’. Data 
on market levels is fundamental to making the decision of “Shall I buy? Shall I 
sell?”  
 
It has been argued that L. Frank Baum’s “Wizard of Oz” was an allegory for 
economic change in the 1890’s United States, with the Yellow Brick Road 
representing the Gold Standard and Silver Slippers the Silver ratio. The Market 
Data Yellow Brick Road is all about access to information, and importantly act 
upon the information available.  
 
Fortunately, there is always a way to connect to the market, from a Bank’s 
sophisticated electronic trading platform to a retail investors’ humble phone, but 
when and when and where there is a lack of price discovery it usually leads to 
a money losing game of ‘Blind Man’s Bluff’.  
 
Anecdotally, I did have one proprietary trading client whose systems failures 
kept it out of the market for a period and during that time their performance 
improved. 
 
Financial Institutions Changing Needs  
 
Crucially, what is different now, and the trend is accelerating, is the new and 
diverse ways information can firstly be fed into the business and secondly, how 
it is distributed around the business, and for what purpose. It is these changing 
dynamics which are forcing changes in the institutional and the retail markets.  
 
As we shall see market mechanics and profitability are the natural driving forces 
of change. There are no hard concepts to identify, just plain common sense 
trends. 
 

• The more liquid a market, the more competitive it tends to be which 
drives down commission margins. It also makes price discovery easier, 
in turn driving down the cost of market data. 

• The infrastructure effect of a more liquid market is that it becomes easier 
to create electronic platforms for trading.  

CONNECT CONTENT TRADE
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• Because electronic Direct Market Access (DMA) is cheaper, and more 
efficient, than brokers on the desk, the knock on leads directly to 
increased competitiveness, along with the displacement of brokers on 
the desk with their own terminals by feeds. 

• This leads to the entire trading cycle becoming electronic utilising 
systems populated by market data fed by feeds.  

 
There is also one outside driver in tomorrow’s market data world, and that are 
the regulators whose rules increasingly foster the growth of reference data 
services, and electronic trading. Regulators are naturally driven by the 
requirements of their home markets and the relative sophistication of those 
markets, therefore the global trend is to mimic the main features of the US, 
European and UK markets. 
 
MiFID2, the Fundamental Review of the Trading Book, the IOSCO Principles 
on Financial Markets are all having wide ranging consequences regarding the 
sourcing of market data, how market data is and can be consumed, and in turn 
providing pricing, and price discovery, to the market. 
 
In information terms and market data requirements, this means the following: 
 

• Preference for tradable pricing, with greater emphasis on prices 
generated via electronic platforms. 

• Wider use of voice recognition software to capture over the phone prices, 
which is becoming increasingly useful in covering illiquid markets. 

• Due diligence in sourcing prices for reporting use. 

• Ensuring audit trails and price histories are accessible and complete. 

• A subtle but important switch from ‘How to Source’ requirements, to a 
more interventionist ‘What to Source’ requirements. 

• A greater emphasis in the value of proprietary and unique data only 
available from a single source or limited number of sources. 

 
The leading market data vendors are well aware of these changes, and have 
set up highly skilled teams to develop products and services to meet their 
clients demanding needs. 
 
However there seem to be issues: 
 

• The market data vendors tend to focus on the large Tier 1 financial 
institutions at the expense of smaller institutions.    

• Banks themselves tend to be slow in identifying the market data issues 
relating to natural changes in the markets, plus those which are 
happening by regulatory fiat. 

• Increasingly Banks investment in market data resources seem to be 
driven by risk, compliance, and reporting requirements. 

• This is changing the nature of who makes the decisions to source market 
data within a Bank, and the reasons for making those decisions.. 
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The Revolution in the Retail Space 
 
There is a tendency to forget the increasing numbers of high net worth 
individuals and the newly mass affluent which now trade thanks to the Internet. 
It tends to be hidden because their market data consumption as is usually 
indirect, i.e. vendors supply online brokerages with a feed, who then provide a 
retail broking service, or provision of market data to online portals. The 
intermediaries taking a business decision to absorb these costs. 
 

 
 
Unsurprisingly retail clients are very price sensitive, and they do not trade as 
much, nor in large sizes, and when they do must go through a broker. To cater 
for this many exchanges provide a different cost structure for retail ‘non-
professional’ users, such as NASDAQ which charges a US$1 per month fee for 
such users. 
 
These retail users do not require the depth of market data required by their 
professional counterparts so are willing to settle for the basic Bid/Asks (Level 
1) rather than pay for the complete order books (Level 2 and above). 
 
The retail market is expanding, and these clients are becoming more 
sophisticated. Where the non-professional investor once looked no further than 
trading plain vanilla domestic equities, they are now more adventurous. Result 
is their brokers offer a broader range of investment opportunities. 
  
However, the provision of market data services are cheap and margins are low 
with fairly lower barriers to entry. But importantly there is a shift in quantity and 
quality occurring in providing market data to this space. Smaller market data 
vendors catering for the retail market have never succeeded in gaining the 
critical mass necessary to build strong businesses but  
 
This looks like developing into the question of different viable business models 
to cater for the institutional market and/or the retail market. 
 

1980s 1990s 2000s Future

TRADING OPTIONSMARKET SIZE
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In Summary 
 
The question becomes what paths should market data vendors and information 
providers take when there are no obvious road maps? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AND/OR
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3.2 Financial Institutions & Big changes in their Market Data requirements 
 
We have seen expansion in market data usage on an enterprise level, into 
application based services across all sections of the business, while at the 
same time terminal numbers on the desk fall. 
 

 
 
So why are terminal numbers declining? There are multiple reasons but the key 
one is the overall decline in size of dealing rooms, for instance:  
 

• Business Insider reports on Wall Street 10,000 front line jobs have 
disappeared since 2010. 

• Direct Market Access (DMA) and growth in electronic trading has 
removed the need for more traditional voice based trading which in turn 
removes the needs for the voices, and therefore headcount. 

• This is true for both the institutional as well as the retail markets. 

• Overall trading revenues in 2016 were disappointing and January 2017 
traditionally a good month for equities has performed barely as well as 
December 2016. 

• The saturation point for businesses and people willing to pay high 
terminal fees has been passed.  

 
These are two prominent examples of the effects. 
 

1. The woes of UBS’ Connecticut Dealing Room seating 1,400, the World’s 
largest have been widely reported.  

2. Goldman Sachs has cut one of its three trading floors in Manhattan. 
 

TIMELINE
INSTITUTIONAL 

TERMINAL SPEND
CLOUD SPEND RETAIL MARKETINSTITUTIONAL 

ENTERPRISE SPEND

PREDICTED TREND IN MARKET DATA EXPENDITURE BY TYPE



The World of Market Data Report 2017  ©Keiren Harris 

   
01 April 2017  8 

The chart below represents the shift in interaction from the investor through to 
the exchange from the 1970s to today. 
 
In the beginning processes and communication was manual, then in the 1980s 
came the big dealing rooms as brokers/dealers moved off the trading floors. 
This came with the growth in providing terminals to this new breed of dealers 
needed instant access to price information, i.e. by electronic means, which was 
followed by broker dealing systems giving instant access to the exchange. 
Though they still primarily communicated by voice to their investing clients. 
 
It did not take long for the spread of networked data and electronic processes 
to extend into the post trade departments. 
 
Given the broker placed orders electronically to the exchange already, the 
logical progression is to eliminate the middle man, and allow the Investor to 
place orders directly via their brokers systems without human input.  
 

 
 
The collateral feature of this evolution was to shift growth in market data usage 
firstly to datafeeds in specific parts of the business such as the dealing room, 
then across the entire dealing process encompassing applications and 
systems. 
 
The result less need for terminals on the desk, more need for market data to be 
delivered on an enterprise basis for application driven usage. 
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Also as commission fees and margins fall, the pressures on the costs of 
participation in financial markets rise, and market data is one of the largest. 
 
For instance, a Bloomberg Professional terminal costs US$24,000 PA for the 
basic service, and before additional fees such as exchange levies, third party 
services and other ancillaries. This means a major bank with say 5,000 
terminals is going to be paying no less than US$120,000,000 PA and as each 
terminal comes with a two-year contract it means the subscriber is locked into 
double that sum over the agreement period. According to client data, additional 
exchange fees and third party services can add up to 40% more in dollar cost. 
 
Thomson Reuters Eikon often does not come much cheaper at up to 
US$21,600 PA though many institutions pay less than US$12,000 per terminal 
per annum on average based on volume discounts.  
 
In comparison Money.Net has a starting subscription of US$1,800 PA. 
 

 
Source: Aggregated data & list prices 

 
These trends are/will impact Bloomberg disproportionality as its business is far 
more reliant upon terminal revenues than its competitors. While figures are not 
exact up to 75% of annual income, i.e. US$7 Billion in 2016 comes from the 
Bloomberg Professional terminal according to Burton-Taylor. As seen it is 
expensive, and crucially its network connectivity via messaging and its 
catalogue of prime mover users are not nearly as exclusive as it was previously. 
Symphony has joined a long list of (failed) challengers in the chat space.   
 
But Bloomberg, like Thomson Reuters, has one crucial and fundamental 
strength that has not been duplicated by anyone else, and that is their sheer 
universe of data accessible in one place, and in particular Over-The-Counter 
(OTC) Markets data. However, unlike Thomson Reuters, Bloomberg 



The World of Market Data Report 2017  ©Keiren Harris 

   
01 April 2017  10 

inexplicably sees its B-Pipe datafeed business as some sort of unwanted 
orphan.  
 
According to Morgan Stanley in their series of 2016 Reports they came to the 
following conclusions regarding what they predict to be the future of the terminal 
business. 
 

• Structural changes could reduce terminal spend by up to US$3 Billion 
up to 2020.  

• Bloomberg will be hit hardest but Thomson Reuters and FactSet will also 
suffer along with other terminal providers.   

• The catalyst for change is cost-cutting pressures along potentially with a 
mass adoption of Symphony. 

 
Though Business Insider in their article on that Morgan Stanley Report 
described the almost emotional attachment of users to their Bloomberg 
Terminals, and that moving Bloomberg off the desk will continue to be a 
challenge, as virtually every market data manager and consultant will testify to. 
 
Summary 
 

• Market data growth has been driven by the explosion of trading systems 
linked to enterprise applications, which has also had the effect of 
eliminating a sizeable amount of human interaction. 

• This has shifted where market data vendors generate revenue from 
terminals to feeds. 

• It has also allowed new entrants into the market such as Activ Financial, 
Quant House, and Xignite to provide datafeed based services. 

• However, owing to the low cost of entry for exchange based price data, 
and associated low margins, it is hard to deliver a profit in a very 
competitive market place based on datafeed only solutions, with limited 
OTC coverage.  

• Bloomberg and Thomson Reuters biggest assets are their universe of 
data which provides far more extensive OTC coverage than their 
competitors, and obtaining a critical mass in OTC coverage is very 
expensive. 

 
Financial institutions do not like spending money on market data, and many are 
on a mission to cut costs. Therefore, market data vendors are driven to ensure 
their services are extremely ‘sticky’ and as hard as possible to remove, a goal 
Thomson Reuters TREP has so far managed.   
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3.3 New Technologies, Will the ‘The Cloud’ Rain on Big Data? 
 
To me ‘Big Data’ has never been transformational, more business logic 
aspirational, fulfilling the following basic concepts: 
 

• Take existing data sets residing in previously disparate databases and 
make them available across the business to better understand the 
information that ought to have been available. 

• Provide analytical tools to the data in order to provide better decision 
making capabilities through the relative association of trends, patterns, 
and their interactions, and/or lack of interactions. 

 
This to me makes perfect business sense. Make existing information work more 
efficiently.  
 
‘Big Data’ reflects the better organisational and therefore operational use of 
content in all its various formats, for instance, by source (internal and external) 
and by type (structured, semi structured and unstructured). But it still needs to 
get from the source to the user who then extracts the value through access to 
a wider range of content and data. 
 
In contrast, ‘The Cloud’ is about how the process of how information and 
therefore market data interacts on an infrastructure level. This is the 
transformational properties ‘The Cloud’ brings, especially for market data in 
terms of reaching clients and being able to source away from intermediates.  
 
Why? 
 

• It fundamentally relocates the existing linear progressional flow of data 
to a multi-dimensional universe. 

• It does this by shifting where data resides and can be accessed from. 

• Given a secure environment it allows databases, analytics, tools, 
services, and sources to reside together securely, not necessarily 
internally, but in secure ‘Private Clouds’.  

• It allows multiple sources, tools, and users to come together in a 
common environment. 

• It enables multiple sources, and analytics providers to plug their products 
directly into the clients without going through the process of resource 
consuming technical infrastructure establishment.  

• This greatly expands choice and efficiency. 

• It promises to offer more opportunity, more cost effectively. 

• This promises to deliver a greater ‘bang for the buck’ as pre-cloud era 
tasks that were once expensive and technically challenging, therefore 
limited to a few large organisations, become democratised.    
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If we look back to an earlier article 1.2 Open Skies: New Technology Horizons, 
we can apply and develop the graphics and look at where the Cloud comes 
from in the market data context. 
 
Stage 1 In the beginning. There is a simple delivery flow from the source 
through to the end user, and there is little functionality beyond price discovery. 
 

 
 
 
Stage 2 Now. Evolution.  The relationship flow remains somewhat unchanged, 
there is a linear progression, but there is a greater level of functionality as well 
as enterprise usage and dissemination.  
  

 
 
Stage 3 Future. Revolution. Linear progression has gone, to be replaced by 
multi-dimensional relationships working within common but discreet 
environments.  
 

EXCHANGE VENDOR TERMINAL
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Summary  
 
‘The Cloud’ is the co-location of enablement, sources, applications, and 
analytics. 
 
Perhaps this is highly simplistic, but what does the Cloud actually offer the 
market data consumer? 
 
While storage, co-location and access are at the heart of ‘The Cloud’, it brings 
transformational effects. For instance: 
 

• For the market data consumer, it moves technology from management 
to usage. It removes internal management to external management 
where the outputs from the service now becomes the primary purpose. 
In a market data context, it becomes all about the data and information. 

• In this environment, infrastructure becomes outsourced, consumers can 
focus on information not infrastructure. 

• It allows greater inter-relationships with other applications and usage, 
creating value in the analytics. 

• Tools become available upon demand. 

• The ability to share increases flexibility. 

• It removes the prison of being locked into market data services defined 
by their technology rather than its intrinsic value to the business. Once 
legacy systems are in place, the associated market data becomes very 
hard to displace. 

• Simultaneously, it opens up choice, as new entrants find it easier to offer 
their services precisely because the consumers become freer from the 
constraints of their own internal legacy market data systems.   

 
In the market data space, ‘The Cloud’ becomes an enabler of ‘Big Data’ and 
provides a great deal more as well. 
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3.4 Business of Information, Aggregation, Fragmentation & Disruption  
 
Irrespective of the future success of ‘The Cloud’, there already is the question 
of the relationship between the sources of data and the end users. 
 
As we have discussed previously there are multiple drivers, but two stand out 
as they are related. 
  

1. Costs. For the big banks, they need to get costs down to compete but 
are locked into legacy systems which use proprietary codes and inputs. 
These are hard to change, but if the dollar benefit is big enough they will 
make this happen. It is very hard to displace proprietary information once 
it has become embedded in large scale platforms with multiple 
applications on a global basis. There is often no effective way of knowing 
where information is really flowing to. Universality comes at a cost. 
 

2. Depth of market. This is a tough one, the universal vendors are quite 
simply a ‘one stop shop’. Theoretically, this supermarket approach 
argues that accessing multiple vendors is likely to be more expensive 
proportionately, and introduce chaos at the data governance level. 
However, where the growth in the market is, even if the average spend 
is higher, by selecting sources on their individual merit while resulting in 
higher average costs actually results in lower total costs, with the value 
of additional depth in the selected markets.  

 

 
 
This changes the dynamic for smaller financial institutions as well as smaller 
sources of data. It creates a new dynamic in terms of relationships outside the 
large financial institutions where total cost is under constant pressure, which 
paradoxically means sticking to the known can be a preferable option to the risk 
coming with change. 
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What it does do is create new markets for information and market data where 
the financial institutions invest in potentially better market data for the markets 
they invest in. 
 
Summary & Forward Looking Market Data Strategies 
 
There are strong and sound arguments for continuing to offer and subscribe to 
aggregated services. The sheer universe of data offered by the Tier 1 
aggregators, Bloomberg and Thomson Reuters, and their Tier 2 brethren is 
unlikely to be replicated by anyone else, and for many financial institutions is a 
logical strategy. 
 
However, flexibility of choice introduces new elements of both fragmentation 
and disruption, which is fundamentally changing the balance of power in the 
source to vendor to consumer chain as the graphic below details.   
 

 
 
Consumers of market data and financial information now have easier access to 
a wider range of sources, on both global and local levels. This creates new 
found freedoms when devising market data strategies, and most importantly, 
allows the consumer to adapt and change their strategies at times of their 
choosing, lessening their reliance on the whims of vendors, or even sources. 
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3.5 Hub-Busting & The Many Market Data Yellow Brick Roads 
 
‘The Cloud’ really does look like being truly transformational in application, if 
not necessarily in concept. While an over-used and inevitably misused word it 
unlocks the doors to new and smaller players while reducing the reliance upon 
legacy systems. 
 
‘The Cloud’ is what the airlines call a hub-buster, as it promises to bypass hubs 
and introduce direct market to market connectivity. If we continue with the air 
transport industry analogies the Hub-to Hub’s are dominated by the Very Large 
Aircraft types such as A380 and 747 while the secondary, and growing markets 
are built upon their smaller, yet more flexible, brothers the A350 and 787. 
 

 
 
This direct market to market connectivity is built upon developing multiple 
‘Market Data Yellow Brick Roads’ impacting choice and cost through 
introducing new-found flexibilities in access to, and operation of, market data 
and the provision of information.  
 
Tailored solutions now become more accessible through a menu based à la 
carte selection of services as an alternative to existing buffet style aggregated 
solutions.  

 
The immediate business impact is that this now dramatically levels the playing 
field for both financial institutions as well as market data vendors.  
 

BUFFET
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How? Previously, smaller financial institutions have lacked the resources to 
fund access to expensive market data services and associated infrastructure. 
Going forward, these smaller players can select from a ‘restaurant or 
supermarket menu’ while avoiding expensive investment in dedicated 
infrastructure.  
 
These create relational changes on one side will put more dollar power in the 
hands of sources and providers of specialist, and proprietary data, and on the 
other, gives greater leverage to the consumers.  
 
The vendors are undoubtedly surviving, and some will thrive, but it is hard to 
compete profitably in certain market segments when there are numerous 
avenues to get say the price of Ford Motors or the latest US$/GB£ rate. 
 
This places greater emphasis on the dollar value of proprietary and unique data 
which can be licensed at a premium, such as the MSCI Index, an evaluated 
Bond Price, or hard to get illiquid instruments from a trusted source. 
 
Inevitably this raises the worth of the market data inventory owned by unique 
sources, such as an Exchange, an Index Creator, Markit’s Red Codes, IDC’s 
evaluated price service. 
 
As an electronic data point, multiple vendors can offer the same item, which 
increases the competition to deliver market data. The marginal pressure to 
compete lies with the aggregators whose previous reliance upon expensive 
proprietary infrastructure to deliver, thereby locking clients in, is now breaking 
down, thanks to new technology.  
 
Previously exchanges and other sources lacked the global reach of a 
Bloomberg and Thomson Reuters who maintain offices from Tokyo to 
Timbuktu. These exchanges have had to rely on their vendors to deliver their 
prices creating a symbiotic relationship which is about to be weakened.  
 
Crystal Balls. 
 
New technology and infrastructure is changing the inter-relational dynamics 
between suppliers, vendors, and consumers.  
 
Gradually at first it is increasingly blurring the lines because one way flows 
become two way flows, then in turn evolve into multi-directional flows as the 
inter-connectivity develops in complexity. 
 
Big Data will prove to be an increasingly important component of this ‘Cloud 
Web’ as the analytical tools and models which makes Big Data valuable can be 
utilised more efficiently and more effectively within a ‘The Cloud’ environment. 
 
The graphic below looks at these changes from a high level, the reality there 
will be potentially an infinite number of Cloud Environments acting like a very 
sophisticated 3D Venn diagram. 
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• The Market Data Pie will get bigger, there will be more ‘yellow brick 
roads’, but there will be more players.  

• The question becomes how far margins will be driven down, and where 
in this revenue pressure occurs. As can be seen in other industries 
nimbler entrants with a better cost base pressurises incumbents, just 
look at Ryanair in the airline industry. 

• Technological disintermediation will result in changes to market data 
business relationships, with more direct source to consumer 
connectivity, i.e. ‘Hub-Busting’. 

• Existing market data vendors are going to be squeezed from above and 
below. 

• From above by the new entrants such as Google, Amazon, and 
Microsoft. They crave content for their financial services business, and 
will go around vendors direct to sources. They also bring far more 
resources and reach than even the biggest market data vendors. 

• From below as sources leverage ‘The Cloud’ in turn to go direct to their 
end users.  

• New technology is lowering barriers to delivery, in both cost and 
infrastructure terms.   

• Market data Cloud nirvana is probably not achievable, so new 
technologies will co-exist with legacy infrastructure for some time, 
especially in large institutions, even if the relationship can only be 
described as uncomfortable.  

 
 


