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This document compares different 
options for supporting algorithmic 
trading and sets forth some of the key 
considerations and criteria for making 
an informed decision on technology 
solutions.

Algos
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Algorithmic Trading 
Keeps Growing

The past five years have seen a remark-
able recovery in asset levels combined 
with increases in electronic trading, trading 
volume, and the speed of the markets. 
Along with that growth, sophisticated tech-
niques for managing the market impact of 
large trades have entered the mainstream 
of trading. Chief among these are the use 
of algorithms—or “algos”—to parcel large 
trades into several smaller blocks and stag-
ger their timing, as well as the aggregation 
of non-displayed liquidity sources more 
commonly known as dark pools.

In spite of highly publicized mishaps such 
as the “flash crash” of May 2010, the use 
of algorithmic trading shows no signs of 
abating. In fact, by some estimates, the 
algos’ share of US market volume shot 
from 45% in 2007 to 85% in 2012. 

Along with this growth in volume, the 
market is seeing an increase in the number 
of algorithms being offered, the number 
of algorithm vendors, and the number and 
variety of algorithmic trading strategies. 

The key driver of this growth is market 
fragmentation—an ever-increasing number 
of liquidity venues. With the average order 
fill size in the U.S. now under 1,000 shares, 
and block trades as high as 100,000 
shares, trades can literally take days to 
complete. This disparity in fill versus block 
size requires vigilance to manage the 
market impact of a firm’s trades and is the 
arena in which algorithms are equipped 
to aid a firm. Algorithmic strategies are 
critical for identifying and consolidating 
liquidity sources in order to complete large 
trades in a timely and efficient manner.

There’s little question, then, that 
algorithms are not only here to stay, but 
are becoming more and more important 
to buyside firms and their equity trading 
strategies. At a time of volatile price 
movements, scarce liquidity, low trading 
volumes, and wider spreads, the right 
algorithms can help traders navigate 
today’s difficult markets more effectively. 
And as a tool that enables a single trader to 
manage more positions than ever before, 
algorithms allow firms to accommodate 
increased trading volume without 
increasing headcount, driving efficiency 
and helping contain costs.

There’s little question that 
algorithms are not only here to 
stay, but are becoming more 
and more important to buyside 
firms and their equity trading 
strategies.

Trading by 
the Numbers
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By integrating algos and 
algorithmic trading capabilities 
directly into the OMS, the firm 
achieves a seamless, end-to-end 
trading workflow.
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Today’s most advanced OMSs 
incorporate a wide selection 
of algorithmic strategies from 
multiple providers, which may 
reduce the number of applications 
a trading desk must use to get 
their orders to the market.

Meeting the Challenges of Algos
The growing volume, variety, and 
importance of algos pose some critical 
challenges for buyside traders. The first is 
simply selecting the right algorithms for 
your business. This requires an in-depth 
understanding of different strategies 
and how they actually perform in real 
world market conditions. Another critical 
consideration is understanding which 
liquidity sources an algo touches. This will 
aid trading decisions in utilization as well 
as insuring that the trading desk does not 
compete against itself in the markets. 
Besides studying the algorithms and their 
characteristics, traders should also be 
analyzing post-trade data for indications of 
their effectiveness in specific situations.

The other challenge is technological: 
making sure your trading platform can 
meet not only today’s needs but also the 
expected increase in algo volume, strategy 
alternatives, and strategic complexity. 
Trading technology is evolving rapidly in 
response to the increasing fragmentation 
of the trading environment. Buyside firms 
are seeking to reach as many trading 
destinations as possible without adding 
to the clutter of applications on the 
trader’s desk.

This document compares different options 
for supporting algorithmic trading and sets 
forth some of the key considerations and 
criteria for making an informed decision on 
technology solutions.

OMS or EMS? Or Both?

The issue of algorithmic trading platforms 
often revolves around the differences be-
tween comprehensive order management 
systems and specialized execution manage-
ment systems, or EMSs, designed spe-
cifically for high-volume, high-speed trade 
execution. EMSs arose from the emergence 
of direct market access, which gained broad 
acceptance beginning in the late 1990s. 
These systems provided integrated access 
to a variety of markets, electronic cross-
ing networks (ECNs) and other sources of 
liquidity, and were generally limited to trad-
ing for a single account. The EMS continual-
ly evolved with the rise in algo trading, gain-
ing traction as a singularly focused trading 
tool as a result of the increasing speed, size, 
and complexity of the trading environment. 
The concept of separating the execution 
function from order management caught on 
particularly with hedge fund managers and 
other very active traders.

As algorithmic trading moved into the 
more traditional asset management arena, 
many buyside firms became convinced that 
an execution management system was 
essential. An OMS, the reasoning went, 
was critical for core trade blotter, portfolio 
accounting, and compliance functionality. 
But to handle the escalating transaction 
speed and order-fill volumes generated 
by algos, as well as the increasing 
fragmentation of liquidity in the market, 
the perception was that a firm needed a 
lean and powerful dedicated system whose 
sole raison d’être was getting orders to 
and from the market quickly.

There may have been some truth to 
this perception, at least initially. OMS 
technology, however, has evolved 
significantly in recent years, and the 
leading systems have made quantum 
strides in speed, scalability, and overall 
performance. Today, the OMS continues 
to function as the hub of the trading desk 
while also providing many users with a 
truly robust algorithmic trading platform. 
In fact, today’s most advanced OMSs 
incorporate a wide selection of algorithmic 
strategies from multiple providers.
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The EMS is often provided by 
a broker with a vested interest 
in receiving order flow, which 
essentially locks in the trading 
relationship with that broker and 
the algorithms it provides.

In many cases, the algo capabilities 
integrated into a comprehensive OMS 
may reduce the number of applications a 
trading desk must use to get their orders 
to the market effectively. Specifically, the 
tight integration of algorithmic strategies 
may allow firms to reevaluate the need for 
an EMS, depending on their trading styles. 
And using the OMS for algorithmic trading 
overcomes the integration, workflow, and 
latency issues that often arise between the 
OMS and EMS.

Whether an OMS can serve as a firm’s 
sole algorithmic trading system depends 
on a number of business and technical 
considerations, including the type of firm 
(traditional or alternative), the trading 
style, the algos the firm needs, the brokers 
with whom it does business, and the 
desired trading venues.

EMS versus OMS: 
Key Differences

Deploying algorithmic trades requires an 
ample amount of processing power that, 
until recently, was beyond the traditional 
capability of an OMS. The standalone EMS 
meets the needs of traders who want 
direct market access (DMA), enabling 
traders to drive trades to any actual or 
virtual floor of their choosing. EMSs also 
accommodate users with a high volume of 
intraday trading into and out of positions, 
as well as technical indicator trading that 
depends on rapid assimilation of real-time 
market data to drive trades.

The OMS, in contrast, serves as the hub 
of a trading operation, allowing a firm 
to centralize operations and bridge the 
gap between the trading process and its 
comprehensive investment workflow. 
On a single, central platform, traders can 
exchange information with the portfolio 
accounting system, receive investment 
decisions from portfolio managers, plot 
and stage orders on the trade blotter, 
access liquidity directly, and communicate 
orders to multiple liquidity destinations 
through industry standard FIX messaging.

Unlike an EMS, which is wholly dedicated 
to execution, the OMS also enables the 
trader to allocate trades among portfolios, 
then efficiently and easily communicate 
post-trade information to the back office 
and settlement systems. Today’s most 
advanced systems also incorporate 
pre- and post-trade rules checking and 
portfolio composition monitoring to 
improve compliance and avoid portfolio 
drift. OMSs are also becoming increasingly 
sophisticated in their portfolio modeling 
and construction capabilities. These are 
features that the EMS lacks, and firms that 
have tried the “EMS-only” approach have 
run up against its limitations.

The delivery of EMS capabilities can be 
problematic as well. The EMS is often 
provided by a broker with a vested interest 
in receiving order flow, which essentially 
locks in the trading relationship with that 
broker and the algorithms it provides. 
Firms that work with multiple brokers 
or want access to different algorithms 
will often need more than one EMS. In 
contrast, an OMS allows access to multiple 
brokers of a firm’s choosing utilizing the 
industry standard FIX protocol. And while 
some broker-dealers have gotten into the 
business of providing OMS capabilities to 
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As algos proliferate, algorithmic 
strategies are becoming increasingly 
sophisticated to handle the more 
complex trading challenges that 
have moved into the mainstream of 
investment management.
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buyside firms, most systems on the market 
are broker neutral.

OMS and EMS Integration
A majority of firms that use an EMS also 
have an OMS, but the integration between 
the two is often a challenge. The lag time 
between trading decision and execution 
can mean lost opportunities in a market 
that moves in milliseconds. In addition, if 
an EMS is not fully synchronized with the 
portfolio accounting system, compliance 
checks, and post-trade processing, it raises 
the risk of disruptions throughout the 
entire investment management process. 
An OMS, as the hub of the trading desk, 
provides a solid platform for ensuring that 
trades are moved effectively through the 
firm’s workflow, reducing the risk of errors 
and delays that impede the process.

These integration issues suggest an 
opportunity for an all-in-one solution that 
combines the comprehensive and flexible 
capabilities of the OMS with the EMS’s 
processing power for complex trading 
strategies, seamlessly integrating portfolio 
construction with algorithmic execution 
and liquidity access. Given the broad scope 
of the OMS, compared to the narrowly 
defined role of the EMS, such a solution 

is more likely to come from the OMS 
side than the EMS. Indeed, today’s most 
advanced OMSs have already made the 
transition.

Five Critical Factors in 
Choosing a Trading System

When comparing an OMS to an EMS—or 
to competing OMSs—for purposes of 
algorithmic trading, there are five key 
criteria to consider from both a business 
and a technical perspective.

1. Unification and Integration
An advanced OMS unifies trading and 
non-trading functions within a firm while 
connecting with the universe of outside 
liquidity and algorithm providers. By 
integrating algos and algorithmic trading 
capabilities directly into the OMS, the 
firm achieves a seamless, end-to-end 
trading workflow. Through a single system, 
portfolio managers and traders have 
access to portfolio-level data and built-in 
modeling capabilities for decision making 
and order generation, combined with the 
ability to move those orders rapidly into 
the marketplace using algo strategies. This 

eliminates latency issues, reduces the risk 
of errors, and positions the firm to respond 
instantly as opportunities occur or market 
conditions warrant.

From a technology perspective, the 
OMS should be able to “talk” directly 
to the portfolio management system, 
whereas the EMS needs a “translator.” 
Direct integration is critical to ensure 
that the trading desk has a full picture 
of not only position information but also 
portfolio-level detail. The consolidation of 
position and portfolio information, which 
is effectively achieved within the OMS, is 
essential to the investment and trading 
process. In addition, robust portfolio 
construction and modeling capabilities—
included in the most advanced OMSs but 
lacking in EMSs—enable the portfolio 
manager to play an integral role in the 
trading process from inception, resulting in 
trade execution that is consistent with the 
investment strategy.

2. Adaptability
An OMS should give a firm the ability 
to use multiple algorithms from several 
vendors in a single platform, without 
the disruption of having to learn a new 
application. By providing access to several 

Today’s leading OMS providers can 
deliver a fully integrated, broker-neutral 
trading platform with built-in algos, 
portfolio modeling capabilities, a flexible 
and scalable architecture, and FIX-based 
connectivity to liquidity sources. 
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Using a fully integrated OMS as 
an algorithmic trading platform 
eliminates time-wasting steps 
and accelerates the process from 
idea to execution, moving orders 
from the portfolio manager to the 
markets on a single platform.

algo strategies, an OMS eliminates the 
need for multiple EMS installations to 
connect with multiple algo providers. The 
broker-neutral stance of many OMSs also 
enables greater flexibility to add new 
algorithmic trading providers as the firm’s 
needs evolve.

The more advanced systems on the market 
today are built on a flexible architecture 
that allows users to customize the manner 
in which they receive or transmit data via 
the FIX connection using “tag mapping”—
the matching of data fields between the 
OMS and the FIX interface. With this 
advancement a firm can adapt its system 
to its needs on the fly, without waiting for 
the vendor to perform an upgrade. The 
flexible architecture within an OMS also 
allows for the addition of new algorithmic 
trading strategies and new destinations 
that plug into existing architecture with 
little effort and immediate availability.

3. Speed
The market moves at unprecedented 
speed today, and firms that can’t keep 
up will quickly fall behind. Using a fully 
integrated OMS as an algorithmic trading 
platform eliminates time-wasting steps 
and accelerates the process from idea 

to execution, moving orders from the 
portfolio manager to the markets on a 
single platform.

The OMS also provides a robust platform 
for managing the resulting fills back 
into the investment process and moving 
transactions quickly through post-trade 
settlement and reconciliation. OMS 
architecture has advanced considerably 
and is no longer the bottleneck to 
speed and volume that it once was. The 
most advanced OMSs provide a high-
speed memory and relational database 
architecture to manage the influx of data 
from trading operations. These systems 
are architected to allow a firm choice 
and control in implementing the best 
hardware to meet its need for speed while 
strengthening the critical backbone of the 
investment process.

Moreover, because the plug-in architecture 
of many OMSs allows for rapid integration 
of new algos or maintenance of existing 
ones by the OMS provider, it eliminates 
the time spent evaluating additional EMS 
vendors for each new algo and allows the 
trading desk quick access to the newest 
strategies available.

4. Scale
Traders today face a widening array of 
choices of destinations for their orders. 
With a broker-neutral algorithmic trading 
platform, traders have no need to limit 
the counterparties with whom they do 
business. They can make any connections 
they want through a single platform, as 
opposed to multiple applications on the 
trading desk.

In today’s advanced OMSs, a relational 
database platform provides the scalability 
to accommodate ever-increasing trade 
volume. As noted earlier, a plug-in 
architecture allows for the ongoing, 
virtually unlimited addition of new 
algo strategies. A single, scalable, 
comprehensive OMS reduces the number 
of systems necessary to support a variety 
of trading tools.

An OMS also streamlines the management 
of the hundreds or even thousands of fills 
that each algorithmic trade can generate. 
The benefit of an algo is that it effectively 
slices up a block order to help manage 
market impact, but a side-effect of this 
process is far more fills than an order 
delivered to a single sell-side destination. 
However, an EMS has to process fills 
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internally and then transmit them to the 
OMS, effectively doubling the processing 
volume. With the OMS serving as the algo 
platform and linked directly to the trading 
venues, that extra step is eliminated.

5. Architecture
An advanced OMS will have a flexible 
architecture that enables firms to 
continually add algorithms, dark pool 
providers, trading destinations, and other 
trading tools as they become critical to 
the trader. With the right architecture, new 
algos can be integrated into an existing 
system from a single provider, without 
having to wait for a new release or acquire 
new systems. And the installation can be 
customized to provide users with only the 
strategies from firms that they choose.

A flexible architecture will also deliver 
benefits that extend beyond the OMS 
and the trading function itself. It allows 
the OMS to work as part of a cohesive 
investment process, integrated seamlessly 
with the other critical functions of the 
firm—portfolio accounting, compliance, 
and post-trade reconciliation.

New Developments 
on the Horizon

As algos proliferate, algorithmic strategies 
are becoming increasingly sophisticated to 
handle some of the more complex trading 
challenges that have moved into the 
mainstream of investment management. 
Current noteworthy development efforts 
include:

> Cross-border strategies. With global 
investing accelerating, there’s a 
growing demand for strategies that 
support trading in foreign instruments, 
currencies, and trading venues.

> Cross-asset-class strategies. 
Algorithmic trading has already 
evolved from equities to fixed income, 
derivatives, and foreign exchange. 
The next logical step is algos that 
support multiple asset class investment 
strategies.

> Liquidity aggregations. Vendors 
continue to develop more sophisticated 
strategies as well as add new 
destinations to critical liquidity-seeking 
algorithms.

Thus, technology development must 
take into account not only the growing 
number of strategies and the growing 
volume of algo trades, but also the growing 
sophistication and complexity of algo 
strategies.

Technology development must take 
into account not only the growing 
number of strategies and the growing 
volume of algo trades, but also 
the growing sophistication of algo 
strategies.
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An Integrated, Broker-Neutral, 
Single-Platform Solution

Algorithmic trading is growing in every 
way—in the sheer number of strategies 
and vendors, in the volume of trading, and 
in the breadth of strategic capabilities. 
Firms need to be prepared for this growth 
and be sure they have a technology 
platform that can accommodate it. The 
EMS serves a vital role for very active 
traders pursuing complex strategies, 
notably hedge fund managers and traders 
engaged in arbitrage and quantitative 
strategies. Most traditional asset 
management firms, however, should take 
a close look at the algorithmic trading 
capabilities of today’s OMSs relative 
to their workflow needs, and carefully 
consider whether they need an EMS.

Beyond looking at the various OMSs on the 
market, firms should also take a close look 
at the providers. 

> Does the company behind the OMS 
have a track record of technological 
innovation? 

> Does it have a clear understanding of 
the firm’s operational needs and trading 
workflow? 

> Does it have the resources and expertise 
to provide ongoing support? 

> Does it have a clear roadmap for the 
future of its OMS? 

And will it be willing and able to reinvest 
continually in trading workflow and system 
enhancements to keep pace with a fast-
changing trading environment?

Today’s leading OMS providers can 
deliver a fully integrated, broker-neutral 
trading platform with built-in algos, 
portfolio modeling capabilities, a flexible 
and scalable architecture, and FIX-based 
connectivity to critical liquidity sources, 
from sellside desks to dark pools. For 
many firms seeking to reduce the clutter 
of tools on their trading desks without 
compromising their trading capability, that 
may be just the algorithmic ticket.

About Advent’s Moxy® Trade 
Order Management System

With some 850 client firms, Advent’s 
Moxy is the most widely used third-party 
OMS on the market. Moxy integrates and 
streamlines all aspects of the investment 
management process, from portfolio 
construction through settlement. With FIX 
connectivity to multiple custodians and 
trading venues, including major algorithmic 
trading partners and dark pools, Moxy 
provides a stable, centralized location for 
making and executing trading decisions 
quickly in today’s demanding marketplace.

Putting it all 
together
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Who We Are

Over the last 30 years of industry change, our core mission to help our clients 
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