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Lessons From Excel

Brian Sentance

Can enterprise data management vendors learn from the success of spreadsheets?

On a recent visit to Boston and New York, | was struck by the breadth of data management issues
being discussed by clients, journalists and analysts. The types of data being examined varied, but a
common theme was the need to analyze data and not just manage it, underpinned by the seemingly
ever-present usage of the spreadsheet to turn data into valuable trading information.

This brings into focus the fact that Microsoft Excel is the world® most popular trading and risk
management system, bar none. This is perhaps a bold statement but a true one in my experience.
Thinking about spreadsheets in a data management context, | think that vendors of enterprise data
management solutions in financial markets should (maybe reluctantly) acknowledge that Excel is also
the most successful data management system on the market today.

Yet Excel is being stretched to its limits, leading to mission-critical data on hard-to-reach desktops of
tradersN not optimal from an enterprise-wide data management standpoint. How did this happen?

Excel easily enables business users to quickly collate real-time, historic, static, position, pricing and
any other type of data that can make or save moneyN all in a timeframe that consistently meets short-
term business needs. Spreadsheets also have many data management strengths, including an
agnostic, normalized view of any kind of data; both high-level and detailed access to data; limitless
cross-asset capability; infinite customizability; and the ability to deliver analysis to the people that
need it most.

Data management practitioners should think in terms offering EDM solutions that mimic Excel®
strengths, but provide centralization.

Ironically, the over-use of spreadsheets is a key driver behind the move toward centralized data
management systems because the end-user benefits of spreadsheets are often outweighed by the
lack of data transparency and consistency that result from the use of poorly-structured, desktop-
based spreadsheets.

The consequences of the over-use of spreadsheets can be severe. One Wall Street investment bank
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that centralized the data and analytics that had been hosted within multiple trader spreadsheets had a
massive success in releasing almost $1billion of regulatory capital back into the business. And this
was from just a single trading division of its derivatives operations.

Examples exist in all other areas of the market, not just regulatory and risk related. Even with a million
rows, spreadsheets are busting at the seams with tick data used in algorithmic trading. High-
performance, flexible and centralized analytics and data management are desperately needed by
algorithmic trading players, who are now facing the @ have all the data, now what?Qissue of analyzing
(not just storing) billions of market data records.

The growth of structured products in Europe, Asia, and now in the US will also aggravate the pains of
spreadsheet usage. Traders who face data management systems that only support, for example, 20
asset class types, will inevitably resort to spreadsheets to store the complex instrument and
derivatives data that are key to structured products such as real-time and historic yield curves, spread
curves, dividend forecasts and volatility surfaces.

Beyond the headline examples, the data management problems of completing day-to-day reporting
using spreadsheets lead to millions of dollars in lost productivity.

So what is the challenge of all this continuing spreadsheet usage to the enterprise data management
industry? Put simply, it is to deliver the productivity of spreadsheet usage without the pain. The
extensive usage of spreadsheets in financial markets is a clear indicator that data management
solutions are not flexible or agile enough and are failing to meet real end-user needs. The industry
needs to wake up to this fact and start turning the promise of data management productivity into
reality.

Brian Sentance is the managing director of Xenomorph Software Ltd. Before joining Xenomorph in
1995, Sentance headed the pricing models development team in the equity derivatives group at
JPMorgan in London. He holds a PhD in interest rate risk optimization from the CQF, Imperial
College, University of London.
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