LIST / BASKET / PORTFOLIO / PROGRAMME TRADING FAQ


LIST / BASKET / PORTFOLIO / PROGRAMME TRADING 

Frequently Asked Questions

Why have specific messages been created for basket, portfolio and programme trading ?

Basket trading, portfolio trading and programme trading all share the common characteristic of being a collection of orders. At various points in the life-cycle of these entities they may be treated as either a single logical unit or as a loose collection of single orders. An example of the former case is the bidding phase, when the order constituents are generally kept secret from the bidders. An example of the latter case is during trading, when one of the orders in the collection needs specific manipulation, for example to be cancelled.

The list and other messages were added to the FIX standard to model the cases when a collection of orders is required. The intention is that the standard single order processing logic remains and the list logic is an additional, optional adjunct.

How have the list messages evolved though the various FIX standards ?

The list messages have been in the FIX standard since FIX 2.7. Their purpose was to support the staging of a collection of orders at a sell-side with a subsequent execute instruction causing the orders to be rapidly executed. The concept of a wave, a sub-unit of a list, was added with FIX 3.0. In FIX 4.2 the message were enhanced to; support bidding, provide richer list status reporting, remove the wave field, support strike prices and provide a more detailed message interaction in appendix N. The FIX 4.2 changes enable FIX to support portfolio and programme trading business.

Why does the FIX standard need list messages when a collection of new order single messages could suffice ?

A collection of new order – single messages sent to a sell-side would result in the orders being executed independently from the rest and a set of real-time Execution Reports being transmitted back to the order originator. This message interaction works where the order originator wants to remain in complete control of the orders’ execution and may want to adjust the individual orders according to market conditions.

The list messages in FIX 4.2 onwards allow the collection of orders to be staged at the sell-side, i.e to be validated awaiting an execute instruction. They allow the status feedback to be controlled by the buy-side, for example, a list status message every five minutes without any Execution Report messages. This message interaction suits the case where the order originator is passing control of the order execution to a sell-side. The sell-side is responsible for executing the orders according to the instructions given, for example, the larger orders may be broken into small orders to be placed separately into the market to minimise market impact.

Why are there different bidding models for lists messages ?

The decision to model the portfolio / programme bidding phase for the FIX 4.2 specification uncovered two distinctly different ways that the business works in Asia versus Europe and the US. The Asian model was named the disclosed bidding model where all bidders have the constituent securities disclosed to them and the other was named the non-disclosed model where no-securities are disclosed. These two completely different business models unfortunately resulted in additional complexity in the specification and the business messages.

When should the List Strike Price message be used ?

Principal portfolio/programme trades usually involve the execution of orders at market prices prevailing at a specific time. For example, a trade may be agreed at 10am for execution at 11am for a certain commission. At 11am, the sell-side (or occasionally the buy-side) will capture the market price of the collection of orders. The prices captured can be reported to the other party using the List Strike Price message. This allows the other party to quickly dispute any discrepancy before too much time has passed and the market has moved.

The List Strike Price message can also be used by a buy-side to send a collection of reference prices for an agency portfolio trading to a sell-side. The reference price can then be used in subsequent reports by the sell-side to indicate deviation of the actual executed average price from this benchmark.

How should I get status feedback on my list ?

The FIX 4.2 and later standards allow the New Order – List message field ProgRptReqs to indicate how feedback should be provided on the list. This can indicate real-time updates for every order state (this is generally discouraged due to the capacity required to handle the volume of updates), by explicit status request from the buy-side or automatically every N minutes where N is indicate by the ProgPeriodInterval field in the New Order – Single message.

Typically, where control of the order execution is being passed to the sell-side the frequency of update will be low and where control is retained by the buy-side the frequency of update will be high.

How should the wave field be used in pre-FIX 4.2 list messages ?

Wave was intended to allow the list originator to partition a single list into sub-lists and allow the individual waves to be uniquely identified for execution. The industry standard use of the term Wave in basket trading is where the basket trader sends a basket for execution in a series of waves, where each wave contains all of the names (i.e securities) in the basket albeit with smaller order quantities than those in the overall basket. The wave concept is used to minimise market impact by executing many smaller orders over a period of time rather than fewer larger orders in a single hit. The New Order – List message prior to FIX 4.2 does not indicate how many orders are in the wave, therefore the assumption is that the same number of orders are in the wave as are in the overall basket.

The wave concept was deprecated in FIX 4.2 to simplify the list messages. A wave concept can be modelled with a set of lists.

How should the sell-side handle a New Order - List message containing an order in an unknown security ? 

Pre-FIX 4.2 handling of an unknown security was ambiguous because the New Order – List message had no explicit acknowledgement message. The sell-side could send an Execution Report for the rejected order indicating that it had been rejected.

FIX 4.2 onwards, defined a List Status acknowledgement message that contains the status of every order in the list. If an order’s security is unknown then the status for that particular order would be rejected (Ordstatus and OrdRejReason) and all other valid orders would be assumed to be executable.

Why are certain fields such as HandInst optional in the New Order - List message and mandatory in New Order – Single message ? 

Certain fields were purposefully made optional in the FIX 4.2 New Order – List message so that it could be used for the disclosed (Asian) bidding model with the fewest possible mandatory fields per order. The following fields were made optional on the New Order - List message that are mandatory on the New Order – Single message; HandlInst, TransactTime and OrdType.

What is the correct order for the fields of the order(s) in a New Order – List message ?

It is safe to adopt the order of the fields in the New Order – List message of the FIX standard. The standard specifically states that the ClOrdID must be the first field of each order in the repeating group.

When should a collection of orders be represented as a New Order – List and when as a series of New Order – Single  messages?

The FIX 4.2 list messages were enhanced to (a) support the portfolio bidding phase of the portfolio/programme trading business that were not previously supported, (b) enhanced to list overview status information in the form of the List Status message and (c) added an acknowledgement to the initial New Order – List in the form of the List Status message and (d) supports timed-update of status on the list to avoid the list originator being overwhelmed with real-time status updates for all of the orders.

If your requirement is to tag a collection of orders with a common identifier, to receive real-time updates on all order state change and to have the orders treated as independent then a set of New Order – Single orders may suit you better. Otherwise, a list message would probably suit better.

How should I respond to a List Cancel request ?

For pre-FIX 4.2, the specification does not specify a response to the message. The assumption is that a series of Execution Reports would be sent for each affected order.

For FIX 4.2 onwards, the response to a list cancel request is a List Status message that contains the overall list status in the ListOrderStatus field and a specific status for every order in the list. The overall status should be set to Cancelling. The FIX 4.3 specification explicitly stated that List Status should be sent as an acknowledgment to a CancelRequest. This was mistakenly omitted from the FIX 4.2 specification. The order status follows the usual rules for a New Order – single, i.e a cancellation only impacts open order quantity so a fully filled order will be unaffected.

If the ListID requested to be cancelled is unknown then a List Status response should be returned with the ListOrderStatus set to Rejected and the ListStatusText set to appropriate text such as “List Not Known”.

How should I populate the AvgPx field in a List Status message of an acknowledgement ? 

This is the same issue as occurs when a New Order - Single is acknowledged by an Execution Report when the order is in the New state, i.e order has not yet begun being executed. 
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