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Abstract
Increased high-frequency trading, market fragmentation and competition for liquidity, as well as a decrease in the availability of natural liquidity, have impacted the buy-side trader’s ability to minimize execution costs and, ultimately, the portfolio manager’s returns. Algorithmic technology developed by the industry to date has addressed some of these issues by routing orders to venues based on how the orders are moving through the marketplace. “Order awareness” technology improves upon existing algorithms by gathering feedback not only on the order in question but also on how other orders are responding to market conditions in real time. Key to the effectiveness of order awareness is the liquidity resident within the algorithmic provider, increasing the ability to find the contra-side of the trade. Ultimately, order awareness provides additional opportunities for price improvement and reduced market impact.
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