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What have we seen in Europe?

 Proliferation of new exchanges (Chi-X, Turquoise, BATS, etc)…
 ….Plus Dark Pools
 Fragmentation
 Need for Smart Order Routing

What is a Smart Order Router (SOR)?
A Liquidity Aggregating Algorithm…..with varying degrees of sophistication.

1) Basic: Sweep function. Route to best price.
2) Intermediate: Ping/Spray different destinations.
3) Sophisticated: Considers price, speed, displayed liquidity and hidden 

liquidity to optimize the routing of orders across available liquidity pools. 
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Questions you should ask your broker:

1. Do you use SOR technologies?
2. To which venues are you connected?
3. Does it work systematically w/o salestrader intervention?
4. What is your Best Execution Policy? Are you willing to match or 

improve on the primary market price or best visible price on all 
venues?

5. How does your SOR take into a/c COST of trading on each venue?
6. How does your SOR manage “residual” orders?
7. Do you check the latency of the different venues?
8. Under what circumstances will orders reside in your internal liquidity 

pool but not routed to any external liquidity pools? 
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