Markets Media Online - Driven by Content

Smaller Trading Firms Embrace Tech |

Management |

ATSs & ECNs

marketsmedia'_"

High Frequen remands tency Hone In On

Vendors Contact

Institutions | Hedge Funds | Broker Dealers | Exchanges |  Regulators

Welcome | Membership expires in 14 days | | Edit my details

High Frequency Demands Lower Latency

By Natasha Gural, Editor-in-Chief

High frequency trading requires “ultra low latency” networking because algorithmic trading is sensitive
to milliseconds, microseconds, or less, says Rony Kay, president and chief technology officer of
cPacket Networks.

“Algorithmic trading platforms must monitor and account for network latency and jitter on a moment-
by-moment basis, with the same diligence that traders monitor changing market prices, correlations
and trends,” Kay tells Markets Media. “Otherwise, the variability in their network performance could
drown out the sophistication of their trading algorithms. The cost can literally be measured in millions
[of dollars] per millisecond.”

Vendors are competing to provide latency solutions as high frequency trading proliferates.

Corvil, innovator of electronic trading and market data latency management systems, announced
Monday that Morgan Stanley has selected its latency management system for inter-party latency
monitoring and optimization of the bank's next generation trading Infrastructure. Corvil, with operations
in New York, London and Dublin, serves a global client base of exchanges, alternative trading venues,
investment banks, market makers and market service providers.

"Precise monitoring of latency both within our trading plant and to the exchanges is critical to optimal
performance of our trading strategies,” says Kevin Twitchen, executive director Morgan Stanley's
institutional equity division in London. “Together with Corvil's powerful low-latency infrastructure
analytics, we are confident that our new trading plant can meet the stringent performance levels
demanded by our electronic trading businesses.”

Kay, author of a new white paper titled “Pragmatic Network Latency Engineering; Fundamental Facts
and Analysis” published by the Mountain View, Calif.-based provider of solutions for network visibility,
monitoring and measurement, says: “Market demand for ultra low latency networking is growing rapidly
and the time resolution scale has shifted by several orders of magnitude from milliseconds to
microseconds and less. Meeting these more stringent performance constraints requires finer resolution
and more accurate measurements of latency and jitter than ever before.”

“Latency is a business and operational issue and must be treated as such,” says Kay. “Improving
network latency relies on measuring and understanding the underlying tradeoffs. ... Latency variability
needs to be monitored with the same diligence that traders monitor changing market prices,
correlations, and trends. Otherwise, the variability in network performance could drown out the
sophistication of the trading algorithms.”

To comment or contribute ideas to Editor's View, contact natasha@marketsmediallc.com.

Posted on Oct. 13, 2009

Email to a friend @
Back &

Top of page

Directory

Related Stories

Capital Market Crunch Costs Jobs
Hedge Funds Rebound Is For Real

Are Regulators Doing Their Homework?

THE POWER

MBS Remain Tricky as Market Eyes
PPIP

Trading Regulators Come Under Fire
Click to expand list

Recently Read

High Frequency Demands Lower
Latency

marketsmedia

The Community for thought
leadership and networking
2009 event schedule

Boston: Oct. 29, 2009

Eye on Endowments and Focus on
Foundations

New York: Dec. 3, 2009

The Global Markets Summit: One
World, One Market

Industry Events

licquicn

Hedge Funds Care: NY Fall Fete
STA: 76th Annual
Value Investing Congress

FIA: 25th Annual Futures & Options
Expo

Special Reports
ISE Annual Review 2008

International Securities Exchange
Innovation. In Motion.

\ [ RSS |

Top of page

Copyright Markets Media LLC © 2009
Use of editorial content without permission is strictly prohibited. All rights reserved
Privacy Policy | Terms & Conditions | About Us
Powered with Content King by Torque

http://www.marketsmediaonline.com/news detailsSec.htm?PHPSESSID=11301¢c36118b... 10/14/2009



