ment solutic
is finding more oppor:
tunities globally, and particularly in
New York, where they’ve been focus-
ing this year.

Some new exciting develop-
ments include some significant new
deals in Germany and France in the
field of data management for risk,
hedge fund sales in New York, as
well as academic partner work on
tick data with Brunel University in
London and putting together a time
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asset data and data management,
with additional focus on the latter
increasingly becoming part of the
risk management process, as well
as the convergence between refer-
ence data management and market
data management. Given all of the
third party exposures that have been
experienced, there is also a lot of
emphasis on counterparty data and
an increased focus on product valu-

tion. That’s an area where we’ve

at the regulators
erse scenarios”,
agining a risk manager
s into the CEO’s office at
and tries to work back-
ds from the consequences to
explain how they could have lost
$50 billion. Management and the
consistent application of scenarios
to the various risk systems in a
bank will I believe be a growing
area, particularly if the regulators
become more prescriptive over the
scenarios that have to be applied.
Another area of focus with the
banks is on cost reduction, par-
ticularly on market data. They are
trying to reduce the duplication
of market data spending across
institutions, where perhaps more
than one department is paying

for the same data or possibly other
sources of data are just as sufficient.
Partnerships with consultancy firms
have brought good opportunities to
us in this area, in part because the
larger consultancies have greater
ongoing involvement with clients
than many software vendors.
Working with consultancies such

as the financial markets arm of CSC
has proved very productive for all
parties involved, and is something
that we wish to foster and develop
further.

On the institutional asset man-
agement side of things, I recently
attended an event on asset manage-
ment and derivatives. Surprisingly,
the sentiment on the asset manage-
ment area of the business was that
there is still a lot of growth over the
next few years in terms of the usage
of OTC derivatives. It is still a very
“young” area for derivatives usage
and has the potential for growth and
opportunity, if only this part of the
industry can resolve its desire to use
derivatives with the costs involved in
doing so effectively.

With regards to the area of hedge
funds —which is more for us about
analytics rather than just data man-
agement —we’ve been dealing with
about one new client per month in
New York and we have more in the
pipeline. As much as funds are suf-
fering from redemptions and many
are closing, there are also many new
funds setting up, in particular in
the USA. At least, this is our expe-
rience in New York. It represents
new opportunities for us, with our
TimeScape software being used in
backtesting and decision-support
analysis on market data.

We are also doing some academic
work with Brunel University, looking
atintraday volatility as well as news
data, which is an interesting area.
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We are basically taking new releases
and trying to turn them into market
sentiment, using news alongside

of market data tolook at how the
market behaves. Given what has been
going on in the market, I think this
opens up opportunities for more
analysis in behavioral finance - after
all, most of the problems we are fac-
ing are people problems and people’s
behavior has proven very difficult to
model reliably.

The Time Series module for the
CQF is something that will be tak-
ing up some time this summer, but
should prove interesting as we try to
put a more practical slant on mar-
ket data analysis than is often seen
in such courses. In general, we’re
doing a little bit more business in
academia with people wanting to do
a lot more analysis, which fits into
what we’re doing with Brunel. We’ve
found other institutions interested
in that as well.

Why the sudden increased focus on
the academic side of things?
Intraday data is something which
certainly in the USA seems to be a
particular focus and we are trying to
build upon some of the opportuni-
ties we are getting. We are working
with Ravenpack, a data partner who
is also doing some work with Brunel
to provide digitalized news data or
analytical news data.Itis an interest-
ing area and we believe it will offer
good opportunities. It has also been
driven by client interest and we hope
to get more clients involved in the
crossover to academics and what we
are doing with the product.

In Europe, the focus tends to
be more about data management
projects and OTC derivatives involv-
ing a large amount of data and more
complex data. The focus in the USA
is greater volume, but less complex
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data. Certainly, there is a great inter-
est over the analysis of larger vol-
umes of data, back testing and those
kinds of areas.

There was a recent survey that indi-
cated that over half of the respond-
ents may want to change their data
providers due to budget issues;
what'’s your take on that?

Many financial professionals are
now reexamining the way they are
using the market data: do all profes-
sionals within the institution need
to have a Bloomberg or a Reuters
terminal? Or there are other ways
ofinternally delivering that data,
maybe some of the back office data
that they’re already delivering?
Trying to reduce the number of ter-
minals and the cost of market data
from terminals are things that peo-
ple are looking at, as well as ensur-
ing thatinstitutions are not paying
for the same data twice. That might
sound very simple. However, with
many of the data vendors charging
the data on a per-field basis at a few
cents per field, with the millions of
securities in the market, itamounts
to a big cost. Especially, ifyou find
several departments in the banks

or institutions paying for the same
feed or using different feeds, but
requesting it more than once. Hence,
they end up paying the charges two
or three times over. We do indeed
notice a lot of interest from our cli-
ents on data duplication and ensur-
ing it does not occur. Anything to do
with cost control is obviously key for
them at the moment.

With regard to data providers
themselves, these times are an oppor-
tunity for the more specialized data
providers, for example, Tenfore, who
provide a kind of utility service with
market data that you might other-
wise get from the likes of Thomson

Reuters. I believe there are opportu-
nities for them if they can pull off the
lower cost and, given the pressure on
budget, people would certainly be
more open to looking at alternative
suppliers. Smaller and niche suppli-
ers have now the possibility to get
their product into institutions that
previously were not accessible.

On the data management system
side of things, obviously there has
been more pressure on costs, but this
has been offset to some extent by the
increased interest in data manage-
ment projects in general. The key
thing at the moment with sales pros-
pects is commercial flexibility, both
to be able to offer bulk discounts
for sitewide licensing right down to
per-user licensing where the client
is smaller and budgets more limited.
We have been able to offer both in a
consistent manner and [ am pleased
to say thatit has worked well for us.

Anotherissue with data manage-
ment systems is trying to minimize
clients’ dependency upon the con-
sulting services for supporting the
system. This is something we do at
Xenomorph: our clients are able to
add new products, new sources of
market data, or new connections
without having to come back to us. Of
course, they can pay for consultancy
services or professional services if
they want us to be involved but it
is something they can naturally do
themselves, thanks to the flexibility
and ease of use of our TimeScape solu-
tion. The alternative means that if
clients wanted to change the system,
they would have to go back to the ven-
dor. This aspect can change the way
software providers need to deliver
the systems: clients should be able to
manage, interact, and change the sys-
tem independently of their software
vendors. Thatis driven by cost, as well
as the need for ease of use and ease
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of controllability. We differentiate in
this from other solutions.

People are definitely becoming
very cost conscious; it’s really com-
ing back to justifying the return on
investment they make. For us, it’s
been quite good on projects that
are regulatory related and these
projects have also been beneficial
for some of the institutions. They get
the benefit of reduced capital charg-
es, and the amount of money they
need to set aside also decreases, as
well as the overall cost. So, yes, cost
reduction and even changing provid-
ers due to budget is something that
is very much around, butitis not
something that is causing problems
for us.It’s not something we feel
particularly pressured by, given that
we offer many functionalities and
we are midrange in terms of price.
The flexibility we have on licens-
ing allows us to address the budget
issues and deal with them.

What other ongoing or future
projects are underway at
Xenomorph?

Alot of our product development
resource is involved in final testing
of our SQL Server based version of
our time series/tick database. This

is entering an internal Beta test
phase and going out to clients for
Beta testing in early summer. From a
more quant point of view, there are
some good things coming out soon
on MATLAB, we are starting to do
more work with integrating R with
TimeScape, and there has been some
interesting work on integrating data
management and portfolio optimiza-
tion. It seems that everywhere there
is analytics, then (unsurprisingly)
thereis data, and the good news for
Xenomorph is there is a lot of room
for improvement in how both analyt-
ics and data are managed!
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