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Big Tech



Data is the new… 
<insert your favourite precious resource>



Which other sector has this kind 
of dominance?



Who are the FAANG of Finance?



Asset Managers?





Intermediaries?







What is Financial Data?
• Tickers (Real-time Market Data)

• Transaction Data (Historical Price & Volume)

• Equities, Fixed Income, Currency, Commodities, Interest Rates


• Indices & Portfolio Analytics

• Credit Ratings / Credit Scores

• Company Data (Regulatory Filings & Operating Metrics)

• Sectoral Data (Market & Supply Chain)

• News & Social Media









Who are the Data Users?
• Banks & Asset Managers

• Sell Side

• Independent Research Analysts (MiFID 2)

• Investment Bankers

• Governments

• Corporate

• Treasury

• Wealth Management & Advisory

• Individual Investors



Before that… 
How big can an intermediary be?



Market Size
How big is the market for Financial Data & Analysis?

• Exchanges  
+ Ratings  
+ Payment Processing  
+ Index Providers 
+ Data Aggregators  
= ~ $110 - $120 Bn / per year


• Transactions + Subscriptions



Performance
Is this activity profitable?

• Lowest RoCE (%) ~ 20%


• Lowest Net Margin (%) ~ 15%


• Capital Efficiency


• Some companies have negative net worth?









Source: Johannes Petry Paper from Taylor & Francis Online, July 2020

1980’s

2020



On the Exchange Business

• Scale


• Penetration


• Market Value

The Economist



Source: Johannes Petry Paper from Taylor & Francis Online, July 2020



Source: Johannes Petry Paper from Taylor & Francis Online, July 2020



Source: Johannes Petry Paper from Taylor & Francis Online, July 2020



Darkness by Design
Walter Mattli



Source: Darkness by Design by Walter Mattli





The Rise of Passive Funds
How do ETF’s & Passive Funds drive Financial Data Usage?

• Index Construction & Licensing

• Rules / Formula driven portfolio


• Sectoral / Thematic Indices

• Create Flavours based on Trends

• Low cost alternative for Diversification

• Exclusivity & Brand



NSE Segments & Customers

Source: NSE FY2020 Annual Report



It’s not a straight line
Murphy’s Law

• Business combinations


• Anti-trust


• Freak Market Activity / Algo Glitches


• Information Security & Hacking


• Conflicts of Interest



Flash Crash
Liam Vaughan





Ratings
Validation & Justification as a Service

• Company / Person


• Find correlation in different data sets


• Tracking Behaviour


• Prediction Accuracy


• Transaction Oriented


• Global Scale





Data Provider by Design
Natural extension of Services

• Company financial data in one place


• Public & Private Company Database


• Corporate Filings


• Integrated Data from Different Sources


• Multi Asset Class Index Services


• Analytics & Advisory


• A Flashlight in a Dark Room



Source: S&P’s Panjiva











Tailwinds & Headwinds
Sometimes it works & Sometimes it doesn’t

• Ratings fraud / Wilful Blindness


• Fines & Settlements


• Filter Bubble


• Transactional Tracking & Blindspots


• Customers Duplicate the Effort


• Acquisitions improve ability to track data



Wilful Blindness
Margaret Heffernan











Source: LSE + Refinitiv Deal Announcement Slide Deck



Data Aggregators
How big are they?

• Bloomberg ~ $10 bn Revenue


• Refinitiv ~ $ 6 bn


• Factset ~ $1.5 bn


• Morningstar


• & more…



Bloomberg Envy
Bundling & Unbundling 

• Bloomberg Like & Bloomberg Lite


• Combine Data Sources into Simplified Services 


• AceEquity, Capitaline, TIKR, Koyfin, Ratestar, Trendlyne, Screener, many more.


• OMS + EMS (Order Management & Trade Execution)


• Portfolio Tracking & Analytics


• Specialised Services > Bundled Mediocrity


• $ > $$$ 



Wilfully Ignored
Interesting but challenging…

• Payment Processing


• Transactional Data


• Sectoral spending trends


• Behaviour Prediction


• Capacity to Borrow


• Peer-to-Peer payment & Fintech disruption



In conclusion
Long Live Data

• Interesting to track


• Data Generation (Natural Language Processing?)


• Data Tracking


• Data bundling


• Clear Separation between Data Provider & Customer


• The ground keeps shifting…



Sources
For further reading

• Company Filings were enormously useful


• Research Papers


• Taylor & Francis


• SSRN


• Marc Rubenstein’s Substack - Net Interest


• Regulatory Actions


• ETF Market Trends



Thank you


