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INTRODUCTION TO THE

SERIES OF PAPERS

Market structure is becoming unstructured. It is no longer organised

around the transparency and rule frameworks of a small number national
exchanges, which were once the gatekeepers of domestic market integrity.
Instead, it is shaped by control over data, speed, balance sheet capacity, and
connectivity. Price formation is shifting from public venue-centric exchanges to a
dispersed, network-driven ecosystem with no single arbiter of integrity or access
rules.

Policymakers anticipated regulatory change would lead to asset

classes converging toward transparent, multilateral Central Limit Order

Books (CLOBs) modelled on equities. In practice, two decades of

competitive dynamics, combined with restricted access to data and a reduction in
data standards have skewed economics, reduced market confidence

and pemanently changed market structure. The result is a reinvention of
markets with deeper information asymmetry, increasing frictional costs and a
reshaping of liquidity economics.

Trading behaviour reflects these shifts. Equity markets are exhibiting signs

of “bondification”: orders that once interacted transparently on lit books

are increasingly executed bilaterally through internalisation, RFQ mechanisms,
and other off-venue channels. Equity liquidity is fragmenting rather

than consolidating and bond markets remain stubbornly RFQ. Investors
increasingly seek to minimise information leakage and market impact in an
environment defined by proliferating liquidity pools, uneven visibility and speed
advantages.

Connectivity - the infrastructure that transports, processes, and displays high-
density message traffic — is now systemically important for all asset classes. Once
regarded as operational plumbing linking buy-side firms to brokers

and exchanges, it now determines access to a growing number of

dispersed liquidity pools.

In this networked market, competitive advantage depends on data

ingestion, analytics, capital deployment, and seamless access to liquidity
channels across asset classes - not just routing to and from a single asset class
venue. As price formation decentralises, the central governance

question emerges: who upholds transparency, fairness, access rules and integrity
when there is no single visible order book, or venue rules, anchoring the system?

Market Structure Partners (MSP) examined this transition through interviews with
30 global participants across the buy side, sell side, and connectivity providers.
The findings, presented in three short papers, analyse changing liquidity
formation, its impact on connectivity models, approaches to

changing connectivity architecture, and governance reform. They conclude

that sustainable market growth depends on interoperable, stakeholder-
controlled networks capable of delivering portable, auditable data across asset
classes and liquidity models.

Policymakers who treat connectivity as core infrastructure and the quality of data
that flows through it as a prized asset, will set the right conditions for growth.
Meanwhile participants that grasp, and act upon the magnitude of change

will shape the next phase of global trading and their role within it.
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Paper |

“From Siloed Markets to
Free-Flowing Ecosystem”

Reviews the changing shape of
market structure and looks at
sustainability of current access
models as participants respond to
structural shifts in liquidity and
price formation.

Paper Il - (this paper)

“Rewiring Connectivity:
The Structural Shift Underway”

Looks at the infrastructure
challenges faced by firms and the
actions being taken to reshape their
financial market connectivity.

Paper 111

“From Vision to Execution:
An Industry Action Plan”

Examines how the analysis from this
report can be turned into an action
plan to facilitate the transition of market
stakeholders to the next generation of
market infrastructure to support market
growth.




Executive Summary:

Paper | of this three-part Markets Unstructured Series explained how liquidity is dispersing and increasingly moving to
multiple RFQ channels, pitching trading venues, traditional sellside intermediaries and automated market makers against
each other as their value propositions all start to merge. This second paper examines the challenges of the technical and
commercial transformation required to underpin these changes in market structure and the implications for market access,
competition, and execution outcomes.

® \What was once asimple network of point-to-point interaction, using dedicated circuits paid for by the sell-
side, to route flow in a linear direction from buy-side via sell-side intermediaries towards a few trading
venues is becoming a fragmented, complex “network of networks,” driven by increasing competition to
interact with investor flow. This shift increases technical complexity, as firms must manage multiple
connections, APIs, and workflows with different latency, cost, and resilience needs.

® Access to liquidity is, therefore, increasingly tied to technology investment and who is prepared to pay for
what and for whom. As the urgency to invest increases, unpicking the current commercial and technical
model is a challenge:

o A few technology providers dominate, and connectivity costs are risingdespite falling underlying
infrastructure costs. Pricing is often disconnected from economic reality, sustained by vendor lock-
ins, bundled pricing and rebate structures.

o Sell-side providers, who previously paid for clients’ connectivity are becoming more selective,
linking their willingness to continue to pay to client profitability as order flow shrinks.

o Connectivity is becoming tiered, widening the gap between participants and reinforcing disparities in
access, market structure and potentially in execution quality.

O Both buy and sell-side firms face a constrained choice between connecting to fewer liquidity pools
or paying more for broader access and then choosing between less stable or more resilient
solutions.

O Buy-side firms that no longer qualify for sell-side sponsorship must take up the reins and invest to
find other solutions, but the current commercial arrangements are opaque and switching suppliers is
difficult.

® Firms want to change. Advances in APIs, cloud, and platform-based architectures are enabling
“connectivity as a service”- including broker-agnostic access, centralised routing, and scalable integration.
However, these developments primarily transform the application layer rather than the underlying network.
Further adoption remains constrained by legacy infrastructure, constrained budgets, and entrenched
vendor incentives.

e Technology alone, therefore, cannot fix all these issues and investments cannot be optimised without
structural reform to meet the industry’s needs. These include better cost transparency, clearer delineation
between the roles of all market participants and the vendors that underpin the infrastructure, as well as
expanded regulatory focus beyond the historic focus on traditional on-exchange CLOB trading.

® Most importantly, future transformation is not just about the physical network layer but also depends on the
data that travels through the pipes which needs to be standardised, interoperable, and Al-ready—enabling
fairer access to liquidity, greater competition and a more efficient, unified market.
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Outreach Findings

1 Con ne(:tl n g I n to “Ifyourclient has PT, Algo and High Touch-
Con neCti n g 0 ut you’ve got 3 lots of connectivity forthree

different regions—that’s 9 separate connectivity
costs perclient. But market connectivity costs
explode the minute clients want bespoke
bilateral routes - 6 ELPs across 10 clients and
you’ve suddenly bought 60+ connections -
that’s justnot sustainable”

Connectivity in today’s trading landscape remains anchored to the legacy
assumption that sell-side firms and execution venues own the technology
stack, and that buy-side participants must route their orders to market by
“plugging into” each broker or venue’s proprietary network, creating a

fragmented and infrastructure-intensive environment. Head of Connectivity, Tier 2 Sell-Side

Despite falling hardware costs, total connectivity spend continues to

rise. Firms must maintain multiple lines, counterparty-specific
infrastructure, and ongoing cross-connect and colocation arrangements.
As a result, what appears to be a simple connection is, in practice, a multi-
domain routing problem - where traffic traverses multiple networks,
carriers, and control layers. Performance is determined not by a single
link, but by how effectively traffic is routed across this “network of
networks,” with direct implications for latency, determinism, and ultimately Connectivity Consultant
execution quality.

“Connectivity is still a mess - slow, expensive,
and bottlenecked by vendor backlogs. EMS
platforms are overwhelmed, trying to manage
endless customisations while controlling
everything top-down”

Most buy-side participants still rely on Order Execution Manage ment
System (OEMS) connections to brokers (and paid for by the brokers) to
reach the market (Exhibit 2.1) resulting in a fragmented architecture of
broker-specific connections. Each counterparty often requires dedicated
infrastructure, reinforcing duplication and limiting flexibility. As costs rise,
liquidity disperses and brokers are less inclined to sponsor connectivity.
Firms face a constrained choice: reduce the number of counterparties
they access or increase direct investment in technology to regain control

“We’re evaluating the tech stack currently. AP/
makes a ton of sense, especially for new asset
classes and more flexible workflows. That
doesn’t mean ripping outthe entire stack
overnight- replacing core infrastructure isn’t
trivial - but we will keep investing in the decision
and routing layer, expanding automation, and
taking more control where it improves

over routing and execution. execution. Whatwe won’t do is sinktime and
money into rebuilding a full algo stackin-house

This model is also commercially misaligned. Connectivity pricing remains just for the sake of it.”

elevated, despite declining underlying costs, and is sustained by vendor
lock-ins, bundled pricing, and rebate structures. These dynamics Head of Execution,
concentrate control among a small number of providers, may limit Large Global Asset Manager
competition, and weaken incentives to pass efficiencies to end users.

Exhibit 2.1

Which Connectivity Partners OEMS connections to Brokers
doyou use? (Buy-side only)

88%

FICC Platforms 47%

Sponsored Broker Point-
to-Point Networks

18%

Fully In House/ Direct to Market 12%

Source: Market Structure Partners Ltd Outreach
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Connectivity Communication

Today’s prevailing form of messaging between market participants is
based on data exchange across the internet and private networks, by
breaking data into packets and routing them to specific addresses,
thereby ensuring reliable, ordered delivery between computers.

As equity markets became electronic, participants voluntarily coalesced
around The Financial Information Exchange (FIX) Protocol, a non-
proprietary protocol to send realtime messages. FIX relies primarily on
using standardised tag values that represent specific data elements, but
customisation is also possible. It operates on two levels: the session
layer, which manages connectivity and reliability, and the application
layer, which handles trade data like orders and executions.

This has worked remarkably well for the industry, and, over time, FIX has
also become widely used across asset classes, also acting as the
industry standard for electronic trading in fixed income, including
government bonds, corporate bonds, and derivatives and now moving
into Digital Assets and Carbon Trading.

However, the lack of mandated use of FIX, or any other protocol, and no
single body to enforce appropriate use of tags, can lead to data
inconsistencies and result in poor interpretation of data. As liquidity
disperses to an increased number of alternative liquidity sources, how
tags are used is becoming critical to locate addressable liquidity.

These messaging frameworks and protocols work regardless of the type
of underying hardware being used.

Connectivity Hardware Choices

Historically, connectivity was mostly run on leased telecommunications
lines or dedicated circuits between individual participants, which became
known as point-to-point connections.

While connectivity is still often described as point-to-point, this typically
now reflects a logical session construct rather than true endto-end
physical connectivity. In practice, market access is better understood as a
tiered model (see Exhibit 2.x) where each tier reflects a different
combination of transport, connectivity method, and commercial structure,
with corresponding trade-offs across performance, cost, scalability, and
control.

Ultra-low latency typically requires co-location, specialised hardware, and
even techniques such as processing partial data packets, while “low
latency” in many institutional contexts still implies close physical proximity.
For many firms it is now a trade-off between their latency relative to the
competition and the economic value of speed. Firms have to balance the
cost of being slow (missed execution, adverse selection) against the cost
and risk of being fast (infrastructure spend, technical fragility, and trade-
offs in resilience, governance, and security). The challenge being that as
more trading is automated, the more the complexity is increasing.

Markets Unstructured The Importance of Connectivity in the Reinvention of Markets

“Managed FIX Networks are very expensive butvalued
for security/redundancy. No one wants to rely solely
on VPN orcloud-based encrypted sessions.”

Tier 2 Sell-Side, Head of Execution

“A cross-connect s literally an ethernet cable
between two servers in a datacenter. The cost of that
physical wire is a couple of pounds, and once it's in
place the costis zero. There’s admin and tracking, but
it's hardly worth £6k a year — but thatis what they can
get away with, notbecause itis really the cost.”

Consultant

“Most FIX networks these days are VPN-based - lots
of these are software-based VPNs, which are
essentially free. You need experienced people to set
them up... butonce they are up, why is there any on-
going charge?This is near 100% profit margin”.

Consultant

“FIXis often assumed to be a standard, butthe reality
isas itsvoluntary - every firm has a patchwork of
different systems, different connections, different
formats meaning each implementation has its own
quirks. So setting up a new broker connection isn’t just
plug-and-play - itrequires customization, testing, and
alot of back and forth

Execution Consultant

“We’ve looked at alternatives and we’re actually
adding leased lines back due to the quality of SOR
and latency issues - the pointis making sure you have
the right connectivity access for the type of flow.”

Tier 2 Sell-Side Head of Conne ctivity




Explaining Connectivity Tiering Choices

Tier 0: Leading Edge (Ultra-Low Latency)

Specialised hardware (e.g., FPGA, custom silicon) and advanced communications infrastructure (e.g. microwave,
millimetre wave, new fibre routes) designed for ultra-low latency. Primarily used by HFT firms and electronic liquidity
providers. Delivers the lowest possible latency, but with very high cost, technical and operational complexity.

Tier 1: Direct Dedicated Connectivity (Leased Lines & Co-location)

This tier delivers low-latency, deterministic performance, typically combining co-location with dedicated circuits to
provide guaranteed bandwidth and service levels. It underpins latency-sensitive trading, although true ultra-low
latency is generally confined to Tier 0 environments. Despite being characterised as “direct,” these connections are
not always single-domain and may traverse multiple carriers. They are expensive to scale, with performance
increasingly dependent on hardware and architectural optimisation.

Tier 2: Provider Networks (Hub-and-Spoke Models)

Provider networks enable scalable access to multiple counterparties through a single connection, abstracting
routing and interconnection complexity. Connectivity is delivered as multiple logical sessions or, in some cases, via
provider-managed aggregation. This improves efficiency and reach but introduces commercial dependency and
reduces control over routing. Latency is typically predictable and consistent, though not traditionally optimised for
speed.

Tier 3: Secure Internet Connectivity (VPN)

VPN connectivity provides encrypted access over the public internet and is widely used as a cost-efficient solution
for less latency-sensitive workflows but with no guarantees on latency, jitter, or bandwidth, making it suitable where
performance is secondary to cost and accessibility.

Tier 4: Open Internet Access

Direct internet connectivity provides maximum reach at minimal cost, but with highly variable performance and
minimal control over routing or congestion. As such it is limited to non-critical workflows, retail access, and use
cases where execution speed is not a primary constraint.

Tier O: Leading Edge (Ultra-Low Latency) Higher

Most

Complex Specialised Hardware & Microwave/Fibre Links | HFT / ELP Increasing

Ultra-Low Latency, High Cost, High Risk Cost &
Performance

Tier 1: Direct Dedicated Connectivity

Leased Lines & Co-Location

Low Latency, Guaranteed Bandwidth

Tier 2: Provider Networks

Hub-and-Spoke Models

Scalable Access, Moderate Control

Tier 3: Secure Internet Connectivity (VPN)

Encrypted VPN Tunnels
Least -

Complex 4

Cost-Effective, Lower Performance
Tier 4: Open Internet Access Lower

Public Internet

High Latency, Low Control
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2 | The Unsustainable Status Quo

Exhibit 2.3

Whatis your primary form of connectivity today?
(Sell-side respondents only)

Source: Market Structure Partners Ltd Outreach

With trading automation advancing unevenly across asset classes and
organisations, the reality is the sell-side has felt obligated to offer a
myriad of hybrid client solutions across managed FIX Networks, leased
lines, direct APIs or cloud links to meet client requirements dependent
on activity, asset class or specific workflows.

While latency-sensitive, high-volume flow, still relies on dedicated
managed FIX networks due to security and redundancy concerns,
these are considered expensive. The sell-side are under pressure to
maintain connectivity offerings but increasingly are opting for more
cost- efficient means or — alternatively streamlining what they provide
and to whom.

At the same time, outsourcing to third-party providers is increasing,
reflecting both cost pressure and the growing complexity of
maintaining connectivity infrastructure (see Exhibit 2.3)

These pressures are expected to intensify. Seventy-one percent of
sell-side respondents expect to connect to more venues (Exhibit 2 .4),
which not only serves to increase costs but also deepens
fragmentation.

This disproportionately impacts smaller participants, who lack the scale
to absorb rising infrastructure costs. The result is an increasingly tiered
market, where access to liquidity - and therefore execution quality - is
determined by technology investment rather than market participation
alone.

Markets Unstructured The Importance of Connectivity in the Reinvention of Markets

Exhibit 2.4

Is the number of venues you are connected to increasing
or decreasing? (Sell-side respondents only)

Decreasing
29%

Increasing
71%

Source: Market Structure Partners Ltd Outreach

“All electronic flow handled is handled by a third party
on dedicated hardware. We have 8-9 inbound
connections today, mostflow is via OMS/EMS
networks — preferably BBG as it’s the cheapest - it’s
only the large buy-sides who can be prescriptive
about connection method.”

Tier 2 Sell-Side, Head of Execution

“Hybrid. Core connectivity we outsource and
manage, but anything that’s genuinely our IP - our
algos for example - we build ourselves and keep tight
control of”.

Tier 2 Sell-Side, Head of Connectivity

“We are going through the techstack to support the
different businesses with different needs - but trying
to streamline what we offer — internally as well as to
our clients to benefit from preferred pricing.”

Tier 2 Sell-Side, Head of Connectivity

“Internalisation by larger brokers will also reduce
smaller clients’ ability to access Sl/off-book flow
unless they can bring more volume.”

Large Global Sell-Side, Head of Connectivity

-



Exhibit 2.5

Are you planning significantchanges to your connectivity
infrastructure in the next 3-5 years?

Currently Evaluating
33%

Source: Market Structure Partners Ltd Outreach

Meanwhile, highly automated ELPs are gaining share, and increasingly
facing the buy-side direct, leaving traditional brokers unsure where to
invest to remain competitive. Forty-four percent of all firms
interviewed already plan to change their connectivity infrastructure,
with another third evaluating their options (Exhibit 2.5). The challenge
is incumbent vendor arrangements often prevent meaningful change
and efficiency gains through lock-ins, slow development cycles, and
lengthy onboarding. Industry technology budgets have been curtailed
for the last decade creating inertia to risk change without guarantees
that the cost will deliver meaningful benefit.

As a result, many firms are looking to extend their current set up
rather than to undertake radical strategic change. Others postpone
modernisation because migration is disruptive - even though
automation is expanding into tokenised assets, crypto, and other
workflows where legacy stacks are outdated or poorly integrated.
Structural change is therefore not optional, but inevitable (Exhibit 2.6)

Exhibit 2.6

“We’ll invest to get off the legacy EMS transaction
charges - more on cloud and connectivity. We’ll also
spendon Slreadiness so we can internalise retail
flow cost-efficiently and get properreal-time
monitoring — we have to, to compete withthe ELPs”

Tier 2 Sell-Side Head of Connectivity

“Hub & Spoke is still a major part of whatwe offer
clients, butthe rebate system distorts everything, no
one really knows who pays whom or how much - all it
does is encourage maximum connections increasing
the cost.”

Tier 1 Sell-Side Head of Connectivity

“The key is not trying to rip everything out at once.
Nobody is going to replace their entire trading
infrastructure ovemight. What we need is a hybrid
approach, where legacy systems coexist with more
modem, API-driven models. REST, WebSockets, and
event-driven architectures are the future, but the
challenge is convincing firms to run them alongside
their existing infrastructure rather than sticking with
the old way of doing things.”

Connectivity Consultant

“We’re in a situation where the financial industry has
settled into animperfect equilibrium - everything sort
of works, so nobody wants to change it, even though
we all know it’s inefficient. Firms are reluctant to
manage two technologies atonce, which makes it
hard to introduce new models. Meanwhile, crypto
exchanges are moving ahead with modern technology
and gradually integrating FIX, while traditional
financial institutions refuse to integrate modern APIs”

Connectivity Consultant

How do you anticipate your electronic trading offering will change in the next 3-5 years? (Buy-side responses only)

Looking to extend current set up

Extending to Tokenization/
24/7 & Private Markets

Extending beyond to Crypto 12%

Markets Unstructured The Importance of Connectivity in the Reinvention of Markets

47%

41%

Source: Market Structure Partners Ltd Outreach
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3 Future Connectivity as a
Service

Connectivity is no longer just the ability to send orders - it has become
the nervous system of modern markets, carrying validated data,
decisions, and risk signals.

Rising costs, growing complexity, and regulatory pressure are pushing
the industry toward broker-agnostic, application-level connectivity, where
a single multi-port server can reach any broker, Sl, ELP, MTF, or venue
without bespoke infrastructure.

Reflecting this shift, the sell side is accelerating APl investment: 67% plan
to deploy cloud APIs as interoperable, API-led architectures become
essential for multi-asset connectivity and strategic decision-making
(Exhibit 2.7). However, access to these capabilities remains uneven.
Without structural change, the benefits of modern connectivity models
risk accruing primarily to well-resourced participants, reinforcing existing
disparities.

Exhibit 2.7

“It’s not a technology problem - it’s a mindset
problem. People don’t like change, andthere’s a
reluctance to embrace modern, automated
solutions.”

Connectivity Consultant

“Now everything runs in AWS, with our own FIX
engine and VPNs per broker - everything from
connectivity, monitoring, onboarding, and
troubleshooting is managed internally.”

Trader, Hedge Fund

“Connectivity in capital markets is shifting as
exchanges move to the cloud, removing the need
for leased lines, co-location, and central hub
networks, and making public internet reliability
the key dependency now”

Tier 2 Sell-Side Head of Connectivity

Are you preparing your connectivity infrastructure for any of the following? (Sell-side only responses)

Cloud API

Alin Trading

New Assets

MCP3

Regtech 22%
24/7 Trading 11%

Source: Market Structure Partners Ltd Outreach

33%

67%

56%

44%

“The move is toward cloud-native infrastructure:
AWS, Azure, Google Cloud, with firms
increasingly adopting services like PrivateLink or
building cross-cloud S-tunnel setups. Firms that
want to escape vendor lock-in are rolling their
own S-tunnels and bypassing telcos entirely.
Crypto exchanges have never relied on the old
infrastructure: they launch with REST APIs and
WebSockets”

Connectivity Consultant

But this is just the start. As markets move toward T+1/T+0, continuous settlement, tokenised assets, and a global, always-on,
multi-asset marketplace, connectivity must evolve quickly. Shorter settlement cycles will require real-time automation across
order, execution, and post-trade workflows, while buy-side demand converges on 24/7, multi-asset, tokenised trading.
Connectivity must adapt to each asset class’s optimal workflow rather than “equify” them - recognising that current vendor

solutions may not meet future needs for all asset classes.
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Cloud Changing Connectivity

Cloud infrastructure has introduced new deployment and operating
models, enabling rapid provisioning, elastic scaling, and global reach
at lower cost. However, it has not fundamentally changed how
connectivity between market participants operates. While its
efficiency benefits are increasingly recognised, interoperability
between cloud providers remains limited in practice—effective
connectivity typically requires counterparties to be co-located within
the same cloud environment. Where this is not the case, firms still
rely on traditional network constructs. As a result, performance-
sensitive workflows such as trading remain constrained by latency,
integration complexity, and cost, and often continue to depend on
on-premises infrastructure.

What is changing is not the underlying network, but the delivery and
control layer. Connectivity is increasingly being repackaged as a
cloud-delivered, APIl-enabled service rather than a set of physical
connections (see Exhibit 2.8).

® A single connection replaces multiple point-to-point
integrations.

® Routing, onboarding, and session management are
handled within the platform.

® APIs and self-service tooling provide visibility,
configuration, and control at the application layer.

This shift reflects a broader transition from physical connectivity to
access, where the value lies less in the network itself and more in
how access, control, and interoperability are delivered.

Exhibit 2.8

Future Connectivity

Stage 1:
Routing Hub (Centralised Connectivity)

Stage 2:
API-Execution Connectivity

Connectivity
& Session
Management

Message
Routing &
Distribution

Connectivity
& Session
Management

Decoupled
Architecture

Connectivity
& Session
Management

Real-Time
Translation

Pre-Trade

Risk Controls Routing Bk

Monitoring

Analytics &

Operational
Control

Performance
& Latency
Management

Connectivity Bridge-
& Session Enabled
Management Execution

Standardised

29
...
!

Le

Offers lower-cost, globally accessible
infrastructure

ty‘l
O

« Suitable for backups, smaller participants,
and non-latency-critical workflows

ivi

» Provides built-in security controls, telemetry,
and resilience

* Not a one-size-fits-all solution
Predictable latency can be hard to achieve

» Performance variability is common

Integrating cloud with on-prem trading
systems introduces interoperability
challenges

Cloud Connect

“Connectivity is not just physical its also logical -
mapping efficient/lower latency routes or

managing data protocols. You need to consider service
levels forrouting networks and liquidity connectivity -
instrument types, trading styles or workflows - trading
RFQs on a corporate bond or post trade transaction
reporting won’t require the same quality of service as
executingan algo trade for Nvidia on Nasdaqg”

Vendor

“Now you have cross cloud connections —that’s a
gamechanger —the reasons why Cloud didn’t work are
disappearing — combine that with the advances Al is
bringingin software and all of a sudden — connectivity
starts to look very different”

Vendor

Stage 3:
Open Architecture
(Distributed & Interoperable)

APl Access

Interoperable,

standardised

interfaces and
schemas.

Cloud &
Al-Native
Integration

Shared protocols, data
standards and open
frameworks

Abstraction
of
Complexity
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4 Getting Al-ready

Connectivity can no longer be treated as background plumbing. It now
determines whether firms can actually reach liquidity, interact with prices,

and participate competitively in the market. OPRA data is becomingincredibly expensive,

because its not just that OPRA has grown to 45

Firms no longer connect to a single venue; they connect into a or 90 [’”e_s_’fyou want resiliency that's 180
fragmented network of streaming prices across a variety of different lines, which means you now f’eedx””mber °_f
assets. Connections, lines, endpoints, and integrations have expanded servers. And it is just nothaving the servers —it's

the power and the storage space —noone is

into a complex mesh of routes, vendors, and infrastructure dependencies. . )
even beginning to think aboutthat”

This complexity now directly shapes execution quality, market visibility,
resilience, and competitive positioning. There is a clear economic trade- Vendor
off: invest heavily to access broader liquidity or connect selectively and

accept incomplete market coverage. Not all workflows require low
latency, so the challenge is determining where it matters and when.

The current model is not sustainable at scale. It drives fragmentation,
performance variability, and operational complexity while concentrating
power among a shrinking number of providers. Larger firms can fund
broader, faster, and more resilient connectivity; smaller participants
increasingly depend on intermediaries to reach liquidity they cannot
access directly. Meanwhile, dominant incumbent vendors have limited
incentive to support change that undermines existing economics. Without
intervention, the result is a more intermediated, less transparent, and
more unequal market structure.

Rising data volumes, storage needs, power consumption, and
infrastructure demands further strain the model. The integration of Al into
trading systems raises the bar again. Al-driven workflows are highly
sensitive to data quality, sequencing, jitter, and connectivity consistency.
Weaknesses in any layer will degrade model outputs and decision-making
- creating the practical pressure for change that has so far been absent.

Al-native trading requires consistent data, standardised protocols, and
precise timestamping to ensure accurate sequencing, reliable outputs,
and regulatory traceability. These are no longer enhancements; they are
minimum operating requirements. Any deficiency across connectivity,
data, or control layers will directly impact performance, visibility, and risk
management.

It will require delivering market data and execution access more
efficiently, so firms can maintain resilience without continuing to multiple
infrastructure. That speaks to a broader market need: reducing the
hardware, power, and data centre footprint required to support modern
trading — making access cheaper through greater standardisation where
possible and improving visibility of what has happened where and when.
The objective should not be to force everything back onto lit venues, but
to better understand the true market more accurately.

This widening gap between infrastructure, data and system demands
underscores the need for both architectural reform and industry
alignment. The next phase will be defined by connectivity frameworks
capable of supporting Al-native trading - where determinism,
interoperability, and real-time data integrity are essential, not optional, for
the future of trading.
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5 The Importance of the Right Foundations

03

W

’ ”j z

Connectivity-as-a-service and clean, standardised data are now the base requirements. The industry can no longer
sustain fragmented workflows, opaque pricing, poor data quality, and legacy silos. Progress depends on four pillars:

® Transparency: clear, consistent pricing, particularly in fixed income where EMS costs remain opaque.

e Standardisation: mandated, enforceable standards such as FIX, with consistent, flexible APIs (aligned
where possible to FDC3-style cross-asset models).

e |Interoperability: portable data, integrated pre- and post-trade tooling, seamless onboarding, and
unified, real-time information across the trade lifecycle.

® Cultural change:reduced vendor lock-in, dismantling silos, and shifting from entrenched partnerships
to more flexible, open structures.

Together, these will enable scalable, efficient, and more competitive future market access.

Ultimately, connectivity must become a reusable service layer rather than a bespoke build for every counterparty. Selt
sides will need to operate as API-first providers with clean onboarding, self-service diagnostics, automation, and strict
interface contracts. Firms are already exploring alternative lightweight encrypted channels such as TLS/Stunnel to
reduce cost, simplify architectures, and enable multiasset, API-driven, Al-enabled execution. These models also help
the sell side manage rising bilateral connectivity costs as clients seek more flexible, transparent options. Cultural
resistance and concerns about suitability for sensitive flow remain, though stronger governance, templated
configurations, and centralised PKI5 may help mitigate these risks.

Buy-sides will need greater ownership of their technology stacks to improve market visibility and execution performance,
as well as meet T+1 and operational resilience regulations, such as Europe’s Digital Operational Resilience Act (DORA)
requirements.6 The recent rise in outsourced dealing desks may initially appear cost efficient but potentially also
introduces conflicts of interest at a time when regulatory demands for transparency, traceability and accountability are

only increasing.

* TLS(Transport Layer Security) is a cryptographic protocol that secures data transmitted over a netw ork,
ensuring privacy, data integrity and authentication between computers.
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Coming Next:
Paper lll) From Vision to Execution: An Industry Action Plan

The final Paper Il in this series addresses future implementation and governance, proposing portable data
standards, participant-controlled connectivity, enhanced resilience and supervisory oversight. Together, the three
papers trace the transition from siloed markets to networked execution, from brokerfunded access to participant-
owned architecture, and from fragmented data pipelines to interoperable, auditable infrastructure capable of
supporting a 24/7, multi-asset trading environment. Connectivity is no longer operational plumbing but a core
determinant of market access, transparency, resilience and competitive advantage.

IMPORTANT DISCLAIMER: The information herein has been prepared based on information which is either publicly available or from a source which
Market Structure Partners believes to be reliable at the time of publication. It may be a summary or a translation and requir e significant subjective
interpretation. Market Structure Partners (MSP) does not, whether expressly, tacifly or implicitly, represent, warrant or in any way guarantee the accuracy
or reliability of any advice, opinion, statement, or other data and information contained in, displayed on, linked to or distributed through this document.

All information, as set out in this document, is provided for information purposes only and no responsibility or liability of any kind or nature, howsoever
arising (including in negligence), will be accepted by MSP, its officers, employees and agents for any errors contained in, or for any loss arising from use
of, or reliance on this document. The material in this communication is intended for information purposes only. This communication should not be treated
as investment, tax or legal advice by Market Structure Partners or any of its directors, officers, employees or agents.

COPYRIGHT: Except as is otherwise indicated, MSP is the owner of the copyright in all the information featured in this document and of all related
intellectual property rights. No part of this document may be copied, reproduced, amended or transmitted in any way without the prior written consent of
the MSP. www.marketstructure.co.uk

DISCLOSURES: This report was commissioned by iress, a leading technology company providing connectivity software to the financial services industry,
specializing in trading, market data, investment management, and financial advice. However, the views and analysis in this report are those of MSP acting
independently and cannot be attributed to, and may not represent, the views or opinions of the commissioning associations, ei ther individually or
collectively.

The authors of this report are Niki Beattie and Rebecca Healey. In relation to this report, Niki Beattie, has been an Indepe ndent Non-Executive of one of
the firms mentioned in this report and a Non Executive Director of the sponsor of this report. Between 2017 and 2022, she wa's Independent Chair of XTX
Markets and a Non-Executive Director of iress from 2014-2025. She was also the author of the report “there’s no Market in Market Data”, published in
February 2025 and cited in this report. Rebecca Healey serves as Co-Chair of FIX EMEA, a member of the FCA’s Secondary Markets Advisory Committee
(SMAC), ESMA’s Securities and Markets Stakeholder Group (SMSG), and ISO TC 68 Strategic Leadership Team.
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