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Introduction 
Activity in the European exchange space is heating up in the final quarter of 2013. 
IntercontinentalExchange (ICE) completed its acquisition of NYSE, signalling the floatation 
of Euronext; a new exchange, Aquis, has launched its challenge to the status quo data 
pricing model; Deutsche Börse has bought a stake in Hirander Misra’s Global Markets 
Exchange Group; TA Associates has acquired the Lehman stake of BATS Chi-X Europe; and 
Robert Barnes’ first year at Turquoise is transforming the minnow exchange into one of the 
fastest growing venues in Europe. 
 
As the cash equity model appears in its death throes, incumbent exchanges are in flux, 
struggling under the weight of the current economic climate, a decline in revenues and 
concerns over impending regulation.  European dark volumes are on the rise as institutional 
investors are frustrated at their inability to find liquidity, companies are frozen out of the 
debt markets, and sovereign issuers are turning to alternative venues for listing 
opportunities.  The subsequent impact on trading volumes and behaviour has been 
particularly negative for European exchanges but some are winning the battle.  But who, 
why and how? 
 
The sale of Euronext is destined to further alter the landscape.  Although Euronext has 
maintained market share, the underlying trend remains one of decline as all venues fight 
over a diminishing share of the revenue pie.  European cash equity trading volumes ushered 
in an upturn in 2013, yet the political and regulatory intent within Europe will constrain any 
significant growth in turnover.  
 
Exchanges that have recognised this are diversifying across products and asset classes and 
are emerging as winners.  With higher profit margins (in terms of EBITDA) and revenue 
growth, future sustainability is more assured.  But diversification alone is not enough.  It is 
premature to herald the end of cash equity trading but a new approach is required.   
 
The current cash equity model is suboptimal and change is inevitable.  Widespread 
customer dissatisfaction of the status quo leaves market participants clamouring for change, 
as differential treatment of stakeholders, complex and ever-increasing fee structures and 
order types, technology glitches, as well as the increasing demands for greater transparency 
from regulators and fairness of participant business practices, leave participants looking for 
alternatives. 
 
The previous business model was based on bundled services focused on cash equity 
execution fees.  With execution and clearing fees in remission, the exchanges, just like the 
brokers, are being forced to re-examine the services they provide to their customers and to 
better understand what their value add is.  The fundamental premise has not changed: 
exchanges still exist to enable issuers to raise capital and investors to trade in the 
secondary market.  What is being debated now is the mix of products, services and 
technology to deliver this.  
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Evolving European regulation in a challenging economic climate may just be the catalyst 
required to overcome existing inertia and drive through necessary innovation in products 
and pricing.  There is the potential to map out a profitable future, but it will require radical 
change within European exchanges to achieve this and to truly leverage the vision of a 
single European market. 
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The Future Ahead 
In order to look at the future potential of exchanges across Europe, we have selected three 
different types of exchanges; ICE, a relative newcomer, with high and growing margins; 
Bolsas y Mercados Españoles (BME) Group, a traditional European exchange focused on its 
local market (Spain) and only recently exposed to wider competition; and Warsaw Stock 
Exchange (WSE), which has achieved rapid recent growth by focusing on IPOs and a diverse 
revenue stream. 
 
Higher-margin exchange groups have diversified away from equity-related transactions, 
both vertically and horizontally.  This has occurred vertically, in the case of BME Group, 
WSE and ICE, by offering clearing and technology (including analytics and risk 
management), and horizontally, in the case of ICE and the WSE, via commodity and fixed 
interest rate derivatives. 

Access to Clearing  
BME Group, ICE and the WSE all have clearing revenues.  Other exchange groups and 
marketplaces also provide clearing or have part ownership of clearing houses.  The London 
Stock Exchange (LSE) now controls LCH.Clearnet; the Central and Eastern European Stock 
Exchange Group (CEESEG) owns the clearing houses behind its regional exchanges in 
Budapest, Ljubljana, Prague and Vienna; and now BATS Chi-X Europe has bought 25% of 
EuroCPP.  Revenues from cash equity clearing are imperative, but more importantly, they 
allow an exchange to capture a greater share of revenue from other asset classes it may 
offer. 

Making More of Data  
ICE sees risk management services as a growth area.  Clients are asking for more than just 
data and terminals.  Risk analytics based on the data provided are being asked for, 
according to ICE.  CEESEG is putting itself forward as an aggregator or gateway for market 
data from the central European exchanges and markets further east.  The proposition is that 
customers only need to connect to one gateway or hub to access all relevant data for their 
investment and trading needs. 
 
On top of exchange groups seeking to diversify their revenue sources, we are also seeing 
other trends among investors.  The buy side has traditionally been multi-asset, although 
split between equities and fixed income.  Some larger managers have also invested across 
regions and currencies.  Conversely, the sell side has always been siloed by asset class – 
often according to instrument, currency and region.  As trading practices evolve to become 
increasingly global and multi-asset on the buy side, the banks and brokers are following 
suit.  Both Barclays and Nomura have recently announced that their fixed-income and 
equities trading and sales teams are to merge.  The cash equities businesses on both sides 
are highly automated, whereas the fixed-income, derivatives, FX and other over-the-
counter (OTC) markets are not.  
 



Al

 
These ch
more mu
expected
will requ
 
Recent T
multi-ass
multi-ass
liquidity 
noted fo
be likely 

Why it
As new r
when int
operates
interest 
CME Eur
compete

In both i
functiona
increasin
along wit
34% res
the majo
2007 is b
This shru
exhibits 

Exhibits
ICE Rev

 
Source: C

 

l Change at the

 2013 TABB G

hanges will a
ulti-asset, m
d to provide
ire a signific

TABB resear
set than las
set in their 
to that mar
r their spee
 to go multi

’s nice at
regulations a
terest rates 
s the world’s
rate derivat
ope’s plans 

e against De

ts market d
ality rather 
ng customer
th power an
pectively, o

ority of ICE’s
broadly sim
unk slightly 
7 and 8). 

s 7 and 8 
venue Sources

Company reports/

e Exchange: T

Group, LLC. All R

affect excha
multi-region 
 the same le
cant increas

rch found th
t year, forci
approach.  O
rket.  Howev
d of change
-asset first.

t ICE 
around deri
 rise, marke
s largest fut
tives.  Takin
 to enter ha

eutsche Börs

data and tra
than the tra
r demand.  I
nd emissions
offsetting vo
s revenue is
ilar to 2012
 during 2012

s 2007 versus

/TABB Group 

he European E

ights Reserved. 

ange groups
 and multi-c
evel of auto
se in techno

at 65% of m
ing sell-side
Of particula
ver, a numb
e – this wou
 

vatives take
et share is n
tures exchan
ng control of
ve stalled s

se.   

de technolo
aditional ma
ICE holds on
s contracts,
lume drops 
s still derive
, with reven
2 but curren

s 2012 

Exchange Lands

May not be repro

s in two way
currency ser
omation and
ology. 

market resp
e counterpar
r focus was

ber of respo
ld be a slow

e shape and
ow all up fo
nge, overwh
f Liffe provid
somewhat, b

ogy services
arket data a
ne of the m
 which have
 in equity in

ed from ener
nue from en
ntly continu

scape Post ICE

oduced by any m

ys: first, the
rvices; and 
d service in a

pondents saw
rts and exch
s on bonds a
ndents note

w process an

d with volati
or grabs.  Th
helmingly do
des ICE a fo
but ICE still 

s, ICE offers 
nd ‘termina
ost widely t
e grown in v
ndex futures
rgy trading.

nergy domin
es to be the

E/NYSE Eurone

means without ex

ey will be ex
second, the
all markets 

w their busi
hanges to b
and the nee
ed that for e
nd that othe

ility expecte
he CME Gro
ominates th
ooting in Eu
 has the opp

 risk manag
l’ sales.  It 
traded oil co
volume by 6
s (down 33%
.  Revenue c
nating the ot
e largest sou

ext | November

xpress permissio

xpected to o
ey will be 
 they offer. 

ness as mo
ecome more
d to bring 
exchanges –
er venues w

ed to return 
up which 

he US marke
rope, where
portunity to

gement 
is here ICE 
ontracts, Bre
6%, 107% a
%).  As such
contribution
ther sources
urce (see 

 

r 2013 

n. |  10 

offer 

  This 

re 
e 

– not 
ould 

 

et in 
eas 
 

 

 sees 
ent, 
and 
h, 
n in 
s.  



Al

The Tr
BME Gro
high EBI
relatively
earlier th
 

BME incl
addition 
products
local ma
advice a
 

BME has
volume-r
to 118%
revenue 
equity tr
all excha
 

Revenue
trading a
less than
from trad
2012, in 
from trad
reduction
revenue 

Exhibit 9
BME Gro

Source: C

 

l Change at the

 2013 TABB G

raditional
oup is a regi
TDA margin
y protected 
his year. 

udes the Ib
 to the tradi
s (such as d
rket.  BME a
nd impleme

 been devel
related reve

%.  In 2007, 
 contribution
rading, refle
ange groups

e from tradin
alone accou
n previous y
ding is 76%
 line with de
ding-related
n.  BME’s co
 has jumped

9 
oup Revenue 

Company reports/

e Exchange: T

Group, LLC. All R

 Exchang
onal exchan

n when com
 market, wh

erclear, Val
ng of share
erivatives, w
also has a te
entation to o

loping altern
enue covere
 revenues fr
n is the sam
cting the ge

s (see exhib

ng accounte
nted for 37%

years.  Addin
% and to pro
eclining equ
d revenue – 
osts have re
d 47% and n

 Sources: 200

/TABB Group 

he European E

ights Reserved. 

ges 
nge with ver
pared to its

hich only ope

encia, Barce
s and bonds
warrants an
echnologica
other exchan

native reven
ed 103% of 
rom equity t
me in 2012, 
eneral declin
it 9).  

ed for 49% o
%.  This equ
ng in clearin
fit is 78.5%
ity volumes
 like other E

emained stea
net profit in

07 versus 201

Exchange Lands

May not be repro

ry ‘traditiona
s larger peer
ened its doo

elona, Madr
s, BME offer
d trackers) 
l consultanc
nges. 

nue sources
its cost base
trading dom
but of note 
ne in fees fr

of total grou
uates to a c
ng and settle

%.  However,
s.  In additio
European ex
ady since 20
creased by 

12 

scape Post ICE

oduced by any m

al’ business
rs in Europe
ors to a fully

rid and Bilba
rs access to
 and clearin
cy that prov

s since befor
e.  By the e

minated othe
 is the decre
rom equity t

up revenues
contribution 
ement, the 
, equity trad
on to contin
xchanges – 
004, only in
 87%. 

E/NYSE Eurone

means without ex

s lines. Howe
e.  BME has 
y competitiv

ao stock exc
o a number o
ng and settle
viding tradin

re 2010 whe
end of 2012,
er sources.  
ease from 4
trading expe

s in 2012, o
 to profit of 
 contribution
ding profits 
ued diversif
BME is focu

ncreasing by

 

ext | November

xpress permissio

ever, it has 
 operated in
ve market 

changes.  In
of other 
ement for th
ng systems 

en non-trad
, this had gr
 The order o
46% to 37%
erienced acr

f which equ
 47%, which
n to revenue
 fell by 24%
fication awa
using on cos
y 7%, where

r 2013 

n. |  11 

 a 
n a 

n 

he 

ing 
rown 
of 

% for 
ross 

 
ity 
h is 
e 

% in 
ay 
st 
eas 
 



Al

London S
2012 (se
reinvent
which illu
 

As repor
£46.4 m
weak con
44% to £
have also
markets 
increased
and IPO 
 
The com
expect it
trade ser
by 8%. 
 
Growth f
that Mille
to clear c
and clea
for the A
 
In additi
Liquid in
new prod
index, bu
venue ha

Exhibits
LSEG Re

 
Source: C

l Change at the

 2013 TABB G

Stock Excha
ee exhibits 1
ing service o
ustrated the

rted in Octob
illion, deriva
nditions.  Ad
£504.2 milli
o benefited 
 have encou
d by 114% 
 fever looks 

pletion of th
ts share of S
rvices, inclu

from Data a
enniumIT ha
cash equitie
ring to offse

Argentina Ce

on to the te
dex future w
duct is desig
ut make it f
as been ren

s 10 and 11 
evenue Sourc

Company Reports/

e Exchange: T

Group, LLC. All R

ange Group 
10 and 11) h
offerings.   
e group’s co

ber 2013, ca
atives mark
djusted ope
on, which in
 from a resu
uraged comp
to £16.3 bil
 set to cont

he acquisitio
SwapClear's
uding LCH, a

nd Technolo
as been sele
es; highlight
et declining 
entral Secur

echnology ex
which consis
gned to give
ar more liqu
amed the L

es 2007 vers

s/TABB Group 

he European E

ights Reserved. 

(LSEG) reve
highlighting
The group r

ontinuing suc

ash equity s
kets recorde
rating profit
ncludes a fiv
urgence of i
panies to lis
llion with hig
inue in 2013

on of LCH.C
s profits to b
accounted fo

ogy services
ected by Sin
ting LSEG’s 
 volumes. M
rities Deposi

xpansion, th
sts of 35 of 
e similar inv
uid.  As part
ondon Stock

sus 2012 

Exchange Lands

May not be repro

enue source
 the level at
recently rep
ccess in div

secondary m
d 34% and 
t rose 6% to
ve-month co
nitial public 
st in London
gh profile m
3.   

learnet will 
be around 3
or around 6

s will be rein
ngapore Exc
intention to

MillenniumIT
itary and tra

he group lau
 the most liq
vestment pe
t of the acqu
k Exchange 

scape Post ICE

oduced by any m

es for 2007 
t which trad

ported first h
versification.

market tradi
 24% falls in
o £229.9 m
ontribution 
 offerings (I

n. The amou
market debu

 enable furt
4% in 2013
5% of total 

nforced by t
change Ltd a
o increase re
T already pro
ading system

unched the 
quid FTSE A
erformance t
uisition of T
 Derivatives

E/NYSE Eurone

means without ex

 also look ve
ditional exch
half number
.  

ng revenue
n volume tra
illion, with r
from LCH.C
IPOs) as str
unt of capita
ts including

her diversif
3.  Informat
 revenue, w

the recent a
as the techn
evenue from
ovides clear
ms for Norw

FTSE UK La
All Share ind
to the FTSE

Turquoise De
s Market and

ext | November

xpress permissio

ery different
hanges are 
rs for 2013 

s rose 8% t
aded due to
revenues ris

Clearnet. LSE
rong equity 
al raised 
g the Royal M

ication.  LSE
ion and pos

which increas

announceme
nology offer
m technology
ring technol
way’s Oslo B

arge Cap Su
dex stocks.  
 All Share 
erivatives, t
d become a

 

r 2013 

n. |  12 

t to 

 
to 
o 
sing 
EG 

Mail 

EG 
st 
sed 

ent 
ring 
y 
ogy 

Bors. 

per 
 The 

the 
 



Al

regulated
benefit f
and now
Börse wi
become 
LCH.Clea

Lookin
Serving 
market c
times as
significan
European
Euronext
 

It is imp
state ow
majority
WSE to b
is, focuse
equity m
 

Like mos
market, 
(NewCon
compani
up by 15
subsidiar
 

WSE’s re
still equi
compone
other ex
during th
 

The WSE
volumes 
clearing 
trading. 
by Krajo
sharehol
 
Accordin
for new 
held 30%
WSE also
was only
 

l Change at the

 2013 TABB G

d market of
rom more e
 GMEX Grou
ll be challen
more innov
arnet in orde

ng East 
its local ma
capitalisatio
 large.  Des
ntly more p
n exchanges
t and LSEG.

ortant to no
wned and tha

.  Conseque
be a very tr
ed on prima

markets.  Bu

st other exc
with 438 co

nnect) comp
es and a bo

57 entities.  
ry, the Polis

evenues are
ty trading, a
ent of total 
change grou
his period – 

E’s results a
 increased b
are added t
 Results fro
wy Depozyt
der along w

g to PwC’s I
listings in Q

% of the qua
o held 30% 
y €6 million.

e Exchange: T

Group, LLC. All R

f a recognise
efficient mar
up, the trad
nged, and th
ative. LSEG
er to achiev

rket, the WS
n of only $5
spite this, it 
rofitable tha
s of Deutsch
 

ote that the 
at the state 
ently, one w
aditional ex
ary and seco
t it is not. 

hanges, it h
ompanies, a
prised of 430
ond market 
 It also has 
sh Power Ex

e extremely 
at 35%, com
revenue.  D
ups have se
 in this case

re dominate
by over 150
together, th
om equity tra
t Papierów W
with other Po

IPO Watch q
Q1 2013 in E
arter’s trans
 of the quar
 

he European E

ights Reserved. 

ed investme
rgining arran
itional hold 
he exchange

G has the op
ve this. 

SE, is by far
523 million, 
 has a highe
an the majo
he Börse, 

 WSE is 35%
 has the vot

would expect
xchange – th
ondary cash

has a main 
 smaller ma
0 smaller 
(Catalyst) m
 an energy 
change. 

diverse (see
mmodity tra

Data was not
een, the WS
e by 7.8% in

ed by those 
% year on y
is represent
ading do no
Wartościowy
olish institut

quarterly re
Europe.  LSE
sactions, wit
rter’s transa

Exchange Lands

May not be repro

Exh
Wa

Sour

ent exchang
ngements.  
 held by NYS
e traded der
portunity to

r the smalle
 compared t
er EBITDA m
or 

% 
ting 
t the 
hat 
h 

arket 

made 

e exhibit 12
ading (25%)
t available f
E’s revenue
n Q1 2013 c

 of its Polish
year in Q1 2
ts 33% of re
ot include cle
ych (KDPW)
tions. 

eport for Q1 
EG (includin
th an averag
ctions.  How

scape Post ICE

oduced by any m

hibit 12 
arsaw Stock E

rce: Company Re

ge (REI), wh
  With comp
SE Euronex
rivatives bu
o leverage it

est exchange
to the other
margin than 

2). While the
) is second a
for a compa
es from equi
compared w

h Power Exc
2013.  If co
evenue, alm
earing.  Equ
 in Poland, 

 2013, the W
g London an
ge offering 
wever, its av

E/NYSE Eurone

means without ex

Exchange Rev

eports /TABB Gr

hich will ena
petition from
t, LSEG and

usiness strat
ts clearing h

e in our sam
rs, which are
 most at 65

e largest rev
and a signif
rison with 2
ity trading d

with Q1 2012

change subs
mmodity tra

most as muc
uity clearing
in which the

WSE was se
nd Borsa Ita
value of €14
verage tran

ext | November

xpress permissio

venue Mix 201

roup 

able membe
m CME Europ
d Deutsche 
tegy is likely
house busin

mple, with a
e more than

5%, and is 

venue sourc
ficantly large
2007.  As m
decreased 
2.  

sidiary, whe
ading and 
ch as equity 
g is carried o
e WSE is a 

econd highe
aliana mark
44 million.  

nsaction valu

r 2013 

n. |  13 

12  

 

rs to 
pe 

y to  
ess 

a 
n 10 

ce is 
e 
ost 

re 

 
out 

st 
ets) 
 The 
ue 



All Change at the Exchange: The European Exchange Landscape Post ICE/NYSE Euronext | November 2013 

 2013 TABB Group, LLC. All Rights Reserved. May not be reproduced by any means without express permission. |  14 

Even as a small local exchange focusing on primary markets, the WSE has managed to 
diversify its revenue stream to become less dependent on equity transaction revenue and 
compete on profitability.  The WSE’s strategy is to continue the development of the Polish 
capital market and to strengthen the Polish economy in order to ensure that the WSE 
remains a supportive mechanism for the raising of capital for companies as much as 
possible.  
 
In addition to this diversification, the WSE is also aggressively looking to attract new 
participants via a new high-volume provider scheme, part of a slew of incentives launched 
to boost high-frequency trading and other types of electronic order flow.  As well as offering 
co-location, a new price scheme will let members that trade a minimum of PLN 5 million 
($1.63 million) worth of stocks per day qualify for a fixed fee of PLN 0.05 per order.  In 
derivatives, members must trade a minimum of 150 futures contracts per day to qualify for 
the fixed charges, which range depending on the type of instrument. 

Industry Lines are Blurring 
Non-exchange firms are also diversifying away from transaction-based revenues.  In the 
search for new revenue sources, these businesses are venturing into each other’s 
territories.  Banks now create and issue listed funds in the form of exchange-traded funds, 
exchange-traded notes and exchange-traded commodities.  Some of these are actively 
managed and compete directly with their client base – fund management firms.  Exchanges 
are creating listed OTC contracts, an area previously dominated by the larger broker 
dealers, the clients of exchanges.  And interdealer brokers (IDBs) are creating swap 
execution facilities (SEFs), the new cleared OTC marketplaces created under the Dodd-Frank 
Act in the US.  These will compete with their traditional client base, the broker dealers, and 
also exchanges. 
 

Competition for new revenue is also heating up in post-trade services.  The IDBs, and data 
and software vendors are acquiring existing small service providers.  For example, ICAP, an 
IDB, bought Triana and TriOptima, providers of post-trade OTC matching and compression 
services.  ION Trading, a bank fixed-income platform provider, has bought Patsystems, a 
front-office system, Rolfe & Nolan, a middle-office service provider, and FFastFill, a 
messaging and automation platform.  Also, Markit has bought Cadis, a back-office data 
system; Data Explorers, a stock lending data service; DTCC Deriv/SERV and SwapsWire, 
both OTC processing systems. 
 

It is not just exchanges that need to find alternative sources of revenue; known 
opportunities are becoming limited since there are now so many other companies ‘fishing in 
the same pool’.  

  



Al

Despite i
Europe is
single co
for many
 
As excha
incensed
recently 
time dat
5% mad
growing 
they can
 

Yet as th
portion o
from riva
are disse
overall d
began ch
October 
move de
exchang
fees.  No
Aquis the
status qu

The Co
Similar t
industry,
European
participa
 

Historica
Europe, 
the US, r
will be ch
the value
costs.   
 
Aquis are
interope
SIX x-cle
clearing,
 

l Change at the

 2013 TABB G

incumbent e
s undispute

onnection is 
y given the 

anges seek t
d at what ma
 announced 
a from the s
e in July 20
 complexity 
nnot deliver 

he bourses a
of market sh
als such as 
eminating a 
data in secon
harging for i
2012, at sig

esigned to p
es into offer
ow the press
e latest exc
uo. 

ost of Dat
o the mode
, Aquis plan
n trading la

ation from a

ally, data co
resulting in 
rather than 
harged acco
e of each st

e also stron
rability with
ear, offering
 netting of s

e Exchange: T

Group, LLC. All R

T
exchanges a
d (see exhib
 an attractiv
significantly

to reap mor
any perceiv
 new fees fo
start of 201

013.  The ex
 in the use o
the enhanc

account for 
hare due to 
BATS Chi-X 
 smaller pro
ndary tradin
its market d
gnificantly lo
ressurise th
ring more co
sure is ramp
hange to ch

ta 
l employed 
s to revolut
ndscape by 
ll categories

sts have be
 participants
 become sad
ording to the
ock that the

g advocates
h the Europe
g the ability 
settlement f

he European E

ights Reserved. 

The New
addressing d
bit 13).  The
ve incentive
y higher dat

re revenue f
e as an abu
or index com
4 by an ave

xchanges’ re
of data requ
ements req

a diminishin
 competition
 Europe, the

oportion of t
ng.  BATS C
data back in
ower prices 
he incumben
ompetitive 
ping up, wit
hallenge the

 in the telec
tionise the 
 introducing
s of market 

en prohibiti
s choosing t
ddled with m
e message t
ey trade, bo

s of the hor
ean Multilate
 to benefit f
fees, as wel

Exchange Lands

May not be repro

Exhi
The 

Sourc

w Challe
declining ma
e ability to t
, but the re
a fees Euro

from inform
use of power
mposition fil
erage of 2.5
esponse is th
uires signific
uired withou

ng 
n 
ey 
the 
hi-X 
 
 – a 
nt 

th 
 

coms 

g a pricing m
 participants

ve for smal
to trade just
multiple dat
traffic they g
olstering com

izontal open
eral Clearing
from central
ll as post-tra

scape Post ICE

oduced by any m

ibit 13 
 Rise of BATS

ce: Thomson Reu

ngers 
arket share,
trade pan-E
eality is that 
pean partici

ation servic
r by the incu
es, while LS

5%, which is
hat in the cu
cant technol
ut an increa

model design
s via menu 

ler firms loo
t within the
a charges a
generate, ra
mpetition in 

n-access mo
g Facility (E
lised risk ma
ade anonym

E/NYSE Eurone

means without ex

S Chi-X 

uters EMSR/ Turq

, the rise of
uropean sec
 this option 
ipants have

ces, market 
umbents.  E
SEG is raisin
s on top of a
urrent envir
logical inves
ase in fees. 

ned to enco
pricing for d

oking to trad
ir local mar

across Europ
ather than a
 Europe by 

odel and wil
EMCF), LCH.
anagement,

mity. 

ext | November

xpress permissio

quoise / TABB Gr

f BATS Chi-X
curities via 
 remains elu
 to pay.   

 participants
Euronext 
ng fees for r
an increase 
ronment, th
stment, and

ourage 
data. 

de across 
ket and the
pe.  Aquis u
a percentag
cutting trad

l offer 
Clearnet an
, consolidate

r 2013 

n. |  15 

 
roup 

X in 
a 
usive 

s are 

real-
 of 
e 

d 

en 
sers 
e of 

ding 

nd 
ed 



Al

Out of 
Another 
on MTFs 
turnover
automat
almost p
 

However
(see exh
trading a
as the cl
market s

Benefi
New initi
owned b
billion in 
from 4.8
total of €
16), at a
 
As a clea
participa
increased
display, 
period, w

Exhibits
Rise of D

Source: Th

 

l Change at the

 2013 TABB G

the Dark
area of con
 has increas
r to 3.4% (s
ed trading a

parity with B

r when view
hibit 15).  W
activity swit
osing auctio
share.  

ts of Turq
iatives have
y London St
 August 201

8% to 8.25%
€339.8 billio
a time when

ar example o
ants, values 
d more than
both buyers

with no part

s 14 and 15  
Dark MTF Act

Thomson Reuters 

e Exchange: T

Group, LLC. All R

k 
tent is the s
sed sharply 
see exhibit 1
alone, this f
Broker Cross

wing overall 
What is more

ching from 
ons and this

quoise U
e already de
tock Exchan
12 to just sh
%.  For the s
on, up 69%,
 most other

of how inno
 in the perio
n threefold s
s and sellers
icipant initia

tivity vs BCS /

 EMSR/TABB Gro

he European E

ights Reserved. 

supposed sig
in the last y

14).  When s
igure is mor
sing System

market activ
e interesting
continuous 

s is where n

ncross™
elivered resu
nge Group.  
hy of €64bn
six months 
, from €200
r exchange v

ovative tradi
odic auction 
since Septe
s rest passiv
ating the ma

/Breakdown 

oup 

Exchange Lands

May not be repro

gnificant inc
year rising f
stripping ou
re prominen

ms (BCS). 

vity, lit volu
 is the mak
lit order flow
ew challeng

™  
ults for Turq
 Monthly lit 
 in October 
prior to 30 S
.8 billion in 
volumes are

ng models c
 functionalit
mber 2013 
ve orders th
atch.  The r

 of European 

 

scape Post ICE

oduced by any m

crease in da
from 2.2% o
ut the OTC a
nt with dark

umes remain
ke-up of lit a
w to alterna

gers to the i

quoise, the p
 turnover ha
 2013, with 
September 
 the same p
e flat or incr

can capture
ty within Tu
 (see exhibit
hat may mat
results have

 Activity OTC 

E/NYSE Eurone

means without ex

ark trading. 
of overall Eu
activity and 
k MTF activit

n fairly stat
activity with 
ative trading
ncumbents 

pan-Europea
as increased
 market sha
2013, Turq

period in 20
reasing at a

e the attenti
rquoise Unc
t 17).  With
tch at a ran

e been impre

 vs Lit 

ext | November

xpress permissio

  Dark activ
uropean 
 focusing on
ty reaching 

ic year on y
 European 
g activity su
 are winning

an MTF maj
d from €27 
are jumping
uoise traded
12 (see exh

a slower rate

on of marke
cross™ have
 no pre-trad
dom uncros
essive, with

 

r 2013 

n. |  16 

ity 

n 

 
year 

uch 
g 

ority 

 
d a 
hibit 
e. 

et 
e 
de 
ssing 
 



Al

more tha
and Octo
Intelligen
Uncross™
was lowe
 

With the
Turquois
midpoint
reference
aggresso
of this by
 

The key 
adverse 
divides t
Currently
set large
 

Turquois
2,848 st
Similar t
European
challenge

            
 
 
1
 Intelligent F

Exhibits
Total Va
 

Source: Th

 

l Change at the

 2013 TABB G

an a quarter
ober 2013 h
nt Financial 
™ occurred 
er than all o

 current con
se Uncross™
t matching d
e price for a
or can choos
y timing ord

benefit is th
selection.  V
he EBBO m
y, most dar
e minimum a

se has now w
ocks and de
o Aquis Exc
n securities 
es for the n

                 

Financial Systems (

s 16 and 17  
alue Traded A

Thomson Reuters 

e Exchange: T

Group, LLC. All R

r of the mon
aving a trad
 Systems (I
at a price o

other MTF ve

ntention aro
™ may offer 
dark pool is 
all matched 
se the exact
ders to happ

he ability fo
Via a series 
arket sprea
k algorithm 
acceptable q

widened its 
epository rec
change and 
 via a single
ational incu

              

(IFS) LiquidMetrix. 

Across Europe

 EMSR/Turquoise

he European E

ights Reserved. 

nthly value 
de size of €
FS) LiquidM
utside a Eur
enues offeri

ound dark po
an effective
 to ensure t
 trades.  In 
t millisecond
pen at a refe

r participant
 of random 
d between t
 strategies h
quantity (MA

 stock unive
ceipts availa
BATS Chi-X

e connection
mbents.  Tr

  

e / Growth of

e /TABB Group 

Exchange Lands

May not be repro

matched in 
100,000 or 

Metrix. The n
ropean best
ng continuo

ool trading, 
e solution to
that both sid
a continuou
d of executi
erence price

ts to rest or
auctions, tr
the aggress
have to mov
AQ) sizes to

erse by more
able for trad

X Europe, Tu
n which will 
rue pan-Eur

f Turquoise U

 

scape Post ICE

oduced by any m

 Turquoise U
more, acco

number of t
t bid and off
ous, instanta

 innovative 
o the dilemm
des of the tr
us, instant m
on and can 
e favourable

rders withou
rades will oc
sor and thos
ve liquidity 
o prevent ad

e than 800 
ding across 
urquoise offe
 continue to
ropean tradi

ncross™ 

E/NYSE Eurone

means without ex

Uncross™ in
rding to ana
imes a trade
fer (EBBO) 
aneous mat

 trading solu
ma.  A key f
rade receive
matching mo
 therefore ta
e to them.  

ut having to
ccur at a pri
se resting pa
around diffe
dverse selec

names; the
18 Europea
ers the abili
o provide sig
ing is just g

ext | November

xpress permissio

n Septembe
alysis by 
e on Turquo
bid/offer pr
tching.1 

utions such 
function of a
e a fair 
odel, the 
ake advanta

o worry abou
ce that fairl
assive order
erent pools 
ction.   

ere are now 
an countries
ty to trade 

gnificant 
etting starte

r 2013 

n. |  17 

r 

oise 
ice 

 
 as 
a 

age 

ut 
ly 
rs.  
or 

 
.  
pan-

ed. 

 



All Change at the Exchange: The European Exchange Landscape Post ICE/NYSE Euronext | November 2013 

 2013 TABB Group, LLC. All Rights Reserved. May not be reproduced by any means without express permission. |  18 

What next for Euronext 
At first glance, the proposed Euronext IPO looks attractive.  It has good cash flows from 
equity trading, has a derivatives franchise, and has junior markets, allowing it to grow 
listings.  Growth is coming from the non-cash equity business, derivatives, and in particular, 
interest rate contracts trading.  However, the Euronext IPO does not include the fixed-
income derivatives business of Liffe and will be mainly cash derivatives focused.  One 
possible exception is the Paris-based wheat futures market Matif, which is the world's third 
largest wheat futures market by volume and is the pricing benchmark for European grain 
producers.   
 

With revenues from cash equity trading in progressive decline plus increasing competition 
from operators such as BATS Chi-X Europe, Aquis and Turquoise, existing revenue streams 
will also decline unless operating models are restructured.  Any business depending on the 
traditional cash equity transaction-based revenue model will not be viable going forward.  
What is also notable for its absence from the business model is clearing.  The previous 
profile of BME Group and LSEG shows how clearing adds to revenue and profitability, even if 
based on equity transactions.  NYSE Euronext is one of the only main regulated exchanges 
not to have integrated clearing, even though BATS Chi-X Europe has bought 25% of 
EuroCCP.   
 

Diversifying to Derivatives 
The analysis of three exchange groups with high EBITDA margins and growth suggests that 
derivatives are a boom area.  Indeed, other exchange groups are now focusing on this – for 
example, LSEG in its Borsa Italiana and London markets.  
 

Borsa Italiana launched AGREX, a new European market for durum wheat. IDEM, its equity 
derivatives market, has launched new futures on the dividends of single European blue-chip 
stocks.  The London market has also recently transferred Turquoise Derivatives, its 
derivatives subsidiary, to London Stock Exchange plc, enlarging LSEG Derivatives Market 
with order book trading and the ability to trade report FTSE 100 index options and futures, 
19 UK single-stock options plus derivatives on all international order book deposit receipts, 
offering liquidity in key emerging market names.  LSEG Derivatives Market surpassed its 
first billion pounds sterling notional in November 2013, during its first month of trading the 
new FTSE Super Liquid Index. 
 
Euronext also has a derivatives market, but it currently only offers equity derivatives on 
Dutch companies listed on the Amsterdam Stock Exchange. 
 

TABB Group’s previous studies on the European options market have found that the 
majority of European equity derivatives flows by contract volume (55% in 2012 and 52% in 
2011) are executed off exchange by dealers, and cleared at Eurex and NYSE Liffe’s off-
exchange trade entry facilities, Eurex Flex Options and Bclear respectively.  So while 
Euronext has the Dutch options market, most of the trades are done off exchange.  And 
since it does not undertake clearing, it cannot benefit from this activity.  There is also 
competition in this market.  The Order Machine (TOM), an MTF offering Dutch options and 



All Change at the Exchange: The European Exchange Landscape Post ICE/NYSE Euronext | November 2013 

 2013 TABB Group, LLC. All Rights Reserved. May not be reproduced by any means without express permission. |  19 

equities, reports that they have 22% market share in equity options and 32% in index 
options. 
 

Derivatives are an opportunity, but it appears that opportunities in equity derivatives for 
Euronext are under threat for the same reasons that cash equities are under threat: 
declining volumes, competition and lack of clearing. 
 

However, there are opportunities for diversification into the derivatives of other asset 
classes, as LSE and Borsa Italiana have shown.  Euronext will have a commodity business in 
Matif, and could look to build upon that, although clearing in any new market will be a 
prerequisite. 

Pan-Euro Exchange 
Euronext’s other opportunity is to become a keystone in a regional market group. Euronext 
is the largest continental European regional exchange.  To provide it access to clearing, new 
markets and diversification opportunities, it could tie up with other exchanges within the 
European Union (such as the WSE, CEESEG and BME) to leverage their clearing and share 
services to reduce their cost base.  
 
An undiversified, regional ‘developed’ European exchange that is without clearing revenues 
cannot compete with the likes of BATS Chi-X Europe. In order to survive, it will need to offer 
something BATS Chi-X does not: non-cash equity-related revenues or new products – which 
are both relevant to its local market but also to institutional investors – in order to attract 
liquidity.  It will also need to co-operate or join with other similar exchange groups to 
benefit from shared costs for administration and central services, to reduce costs, and to 
attract revenues from technology and clearing. 
 

There is still a role for regional exchanges to provide access to local markets.  However, 
there is no role for anything in between.  There is much industry support for a pan-
European market that is wider than Euronext is now.  A pan-European exchange would be 
an easier route into the markets for investors and could offer margin benefits to users.  
Regional markets offer diversification benefits for investors, enabling the potential to be 
long one European index, such as the DAX, and short another, such as CAC 40, for 
example. 
 

Horizontal expansion would ensure the ability to reduce costs by sharing central services, 
achieve discounts in buying in services, and gain access to clearing, assuming the selected 
partner(s) have clearing.  Depending on the partners chosen, institutional investors may 
also be attracted, and therefore bring liquidity to an exchange group with a broader 
economic exposure to the region.  This is as opposed to BATS Chi-X Europe, which operates 
a low-cost exchange where large cap stocks – sometimes of global companies – are traded.  
A pan-European regionally focused exchange group would be attractive to institutional 
investors seeking exposure to the region without the need to seek out companies and 
liquidity on smaller local exchanges. 
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Clearing Ahead 
Clearing and listed/centrally cleared OTCs is the second biggest opportunity for Euronext 
after expansion to other asset classes.  However, finding an independent clearing house 
interested in Euronext will be difficult for a number of reasons, as outlined below. 
 

LCH.Clearnet 
LSEG now controls LCH.Clearnet.  It has multi-asset capability and a large, solid balance 
sheet.  However, any arrangement with LCH.Clearnet would involve LSEG, which presents 
another consideration.  Borsa Italiana, as part of LSEG, has many synergies with Euronext 
and it also undertakes clearing (via Cassa di Compensazione e Garanzia, a fully owned 
subsidiary of LSEG).  
  

Holland Clearing House (HCH) 
HCH currently provides clearing for TOM.  It only clears for the Dutch option and cash equity 
markets and is therefore not very diversified.  It is also part of ABN AMRO, which would 
therefore mean any tie-up or similar would involve only one bank.  This may cause a 
political issue with other Euronext domestic markets and also other banks that are 
customers of Euronext.  If, however, the Amsterdam Stock Exchange were to link up with 
HCH, this may be less of an issue and would only leave a more local challenge to domestic 
banks over ownership and control of the national exchange. 
 

Bolsas y Mercados Españoles (BME) Group 
BME Group aims to trade, clear, settle and provide data on as many products as it can in its 
local market, using internally developed technology.  Opportunities also lie in non-trading-
related services, such as collateral management.  BME Group’s Iberclear unit is planning to 
launch a service to assist fund managers with meeting future margin requirements.  
However, BME Group is more likely to seek partnerships with other exchange groups outside 
Europe.  BME Group already has tie-ups with Latin American exchanges via the Ibero-
American Federation of Exchanges (FIAB). 
 

EuroCPP 
In March of this year, EMCF (owned by Dutch bank ABN AMRO Clearing Bank and Nasdaq 
OMX) and EuroCCP (wholly owned by The Depository Trust & Clearing Corporation) 
combined.  The owners will be BATS Chi-X Europe, Nasdaq OMX, DTCC and ABN Amro NV, 
with each holding equal shares in the venture.  It is difficult to imagine how Euronext could 
get involved in EuroCCP now – it may simply be too late.  

Big Brother 
Another challenge for Euronext could be that ICE may not choose to fully divest its 
ownership or control.  This may be because it is not able to due to market conditions, or 
because it changes its strategy.  For example, if the IPO realises a high value and the 
shares then subsequently slump, further sales of shares to any partners at a discount to the 
IPO will be politically hard to do.  If ICE retains control, there is no real change to 
Euronext’s ability to go independent and make its own decisions.  Importantly, ICE may be 
able to control which entities Euronext partners with. 
 

An acquisition by one party is also a possibility but with ICE the seller, it is a risk that ICE 
dictates who Euronext is sold to.  This might not be in the best interests of Euronext or the 
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underlying countries it supports.  Any exchange group with an existing technology platform 
and clearing house would seek to reduce costs by moving Euronext’s business onto its own 
platforms.  This may cause disruption to operations as technology and clearing is moved 
across to the new platforms.  A new parent to replace NYSE may not offer any further 
benefits to Euronext than they already have.  
 

As a condition of the purchase of NYSE, ICE was required to put in place a core group of 
shareholders with at least a 25% shareholding and representative of the interests of France, 
Belgium, the Netherlands and Portugal, to ensure Euronext’s stability.  The Euronext 
marketplaces of Amsterdam, Brussels, Paris and Lisbon now have the opportunity to 
develop services as well as maintain a strong local bourse to serve individual home nations.    
 
But will an incumbent exchange choose to step in?  The usual suspects of course are Nasdaq 
OMX, LSE Group and Deutsche Börse.  Of these exchange groups, LSEG is heard most, 
mainly because of the link with LCH.Clearnet, which is still the preferred supplier of CCP 
clearing services for continental Euronext (cash and derivatives).  However, history is 
littered with failed exchange mergers and politics is likely to get in the way of any deal. 
 

Politicians and regulators will want to keep their local marketplaces close to their chests.  
France in particular seems very anxious to avoid any Paris bourse falling into foreign hands.  
Regulators and politicians will aim to bring back the original public function of capital 
markets, which they perceive as an important service that should be safeguarded to 
facilitate economic growth. 
 

It is also difficult to envisage who would be interested – neither Deutsche Börse nor London 
Stock Exchange Group appear to have much interest in expanding equity divisions.  Nasdaq 
was viewed as having overextended itself with OMX and therefore also unlikely to be 
interested.  Would the CME or Chicago Board Options Exchange (CBOE) be interested in a 
low-margin, high-cost equity exchange?  The purchase of Euronext would offer sufficient 
diversity and growth opportunities and neither have a European equity business.  However, 
neither have a history of acquisitions.  But both are focusing on expanding into Europe, with 
CME launching a new exchange and CBOE bringing the VIX contract to Europe. 
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Conclusion 
The full outcome of the growing plethora of European regulation still has to play out.  Yet a 
chain of events is already in motion, which will radically transform the entire European 
capital markets landscape for all participants.  Two facts remain inescapable for exchanges; 
first, there is a political mandate to reduce cash equity trading turnover; second, sources of 
revenue growth for exchanges – where they do exist – are currently not equity transaction 
related, but rather from data, technology and non-equity transaction services. 
 
The major European exchanges, in particular Euronext, are very ‘traditional’, and their 
fortunes are still linked to cash equity transaction volumes.  The return of the institutional 
investor will not herald an automatic transfer of block order flow to lit exchanges.  
Wholesale order flow has always been executed in the dark and a proportion will have to 
remain opaque due to its constituents.  In addition, the regulatory focus on curtailing high-
frequency activity will also impact future exchange revenue streams.  Therefore, with 
declining equity turnover set to continue, unless radical changes are made to the business 
model, growth remains straddled to increasing market share or diversification out of 
equities. 
 

Diversification is the key to survival.  The optimal solution for the incumbent exchanges is to 
diversify both horizontally and vertically.  However, in the current environment and with the 
lack of suitable clearing partner, horizontal expansion appears more achievable for 
Euronext, with the aim of working to a longer-term objective of vertical expansion.  
 

A pan-European multi-asset exchange would be an easier route into the markets for many 
investors and could offer margin benefits to users, as well as flexibility over the products 
selected, offering the potential to be long DAX and short NL, for example.  A pan-European 
regionally focused exchange group specialising in small to mid-cap names could be 
attractive to institutional investors seeking exposure to the region without the need to seek 
out liquidity on smaller local exchanges, or even at the individual company level.  But if 
Euronext is not careful they will have missed the boat on this opportunity given recent 
endeavours by BATS Chi-X and now Turquoise entering the fray. 
 

The second most immediate opportunity for exchanges is that fixed-income, derivatives, FX 
and other OTC markets are not yet automated.  As MiFID II rolls out across the asset 
classes, exchanges will not only be expected to offer more multi-asset, multi-region and 
multi-currency services, but also to the same level of automation and service they currently 
offer for cash equities.  This will require a significant increase in technology but deliver new 
and more profitable revenue streams. 
 

Winners are already emerging.  Higher-margin exchange groups have chosen to diversify 
away from cash equity-related transactions, both vertically and horizontally.  Vertically, in 
the case of BME Group, Warsaw Stock Exchange (WSE) and ICE by offering clearing and 
technology, including analytics and risk management – both key growth areas; and 
horizontally in the case of ICE and the WSE with commodity and fixed interest rate 
derivatives. 
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As more OTC products go on exchange with requirements for access to clearing and 
collateral management, further revenue growth opportunities away from trading volumes 
will emerge.  Successful exchanges such as BME Group, ICE and WSE all have clearing 
revenues.  Other exchange groups and marketplaces also have clearing or have part 
ownership of clearing houses. As industry lines continue to blur, success will be found by 
those who are still able to deliver during lacklustre European capital markets, whatever the 
economic environment that lies ahead. 
 
From investment to execution to settlement, the rule book has been ripped up and thrown 
away.  Who stood for what and why has fundamentally changed.  Shifting fund flows, 
reduced commissions and a persistent move away from vanilla equity products will require 
exchanges to continue to redefine their roles in order to survive.  Those ready to rise to the 
challenge are already emerging out of the shadows, limbering up for the next stage of 
innovation. 
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