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Despite its liquid currencies, well-
resourced banks and proven 
commitment to electronic trading 
and innovation, the Nordic region 
has historically lagged behind 
other jurisdictions in the adoption 
of algorithmic execution tools for 
FX. A clutch of buy-side firms and 
corporates have experimented with 
algos, but their use has not yet 
become mainstream.

That may well be about to change, 
however, as Nordic banks have made 

greater investment to compete 
with large international firms in 
the development and provision of 
FX algo strategies. With the second 
Markets in Financial Instruments 
Directive (MiFID II) raising the bar 
on best execution and demanding 
higher standards, firms in Stockholm 
and other Nordic centres may be 
on the cusp of a new wave of algo 
trading.

“Adoption of algos in our markets 
has been slower than expected, but 

with the scrutiny of new regulation 
and liquidity now being much more 
scarce and fragmented, execution 
algos are becoming more relevant 
as a means of achieving optimal 
execution at minimum cost,” says 
Kasper Folke, head of e-FX and the 
algo quant team at Nordea.

Sluggish adoption of algos in the 
region has not been due to lack of 
awareness, however. As far back 
as 2013, a paper published in the 
Sveriges Riksbank Economic Review 

The Nordics: 
A fertile algo FX 

trading ground
Adoption of FX algos in the Nordic region has been slower than anticipated, but that could 
change as regional banks develop algo offerings and the buy side seeks new technology in 
pursuit of best execution. Joel Clark reports
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delved into algorithmic trading 
practices in the FX industry. In the 
Swedish krone market, the paper 
found, algo trading leads to greater 
competition and efficiency, though 
it can also introduce increased 
operational and liquidity risk.

MODEST ALGO UPTAKE
In isolation, the Riksbank paper 
shows only that the Swedish central 
bank has been attuned to the 
benefits and risks associated with 
algo execution for more than five 
years, but it also set an expectation 
among some market participants 
that algos might come to be more 
rapidly adopted in the future. Some 
large corporates in the region have 
significantly enhanced their FX 
execution through algo trading, but 
this is not yet widespread.  

“The key consideration for 
corporates is market impact,” says 
Mattias Lavefjord, senior FX trader 
at Telia Company, a Stockholm-based 
telecoms firm. “If we can use algos 
to transact large sizes under the 
radar, that is really beneficial. We are 
fortunate in that we don’t usually 
need to trade quickly, so would 

prefer an enhanced TWAP algo that 
would work the market for an hour 
or more if the market impact will be 
less.”

He adds: “It is not clear why Nordic 
firms have been slower to adopt 
algos than in other countries, 
because they absolutely serve their 
purpose as far as we are concerned. 
Not many corporates are using 
them systematically at this stage, 
so the region is certainly a fertile 
breeding ground for algo providers. 
On the institutional side there is 
added impetus with MiFID II as it is 
impossible to prove best execution 
without electronic or algorithmic 
tools.”

Like Telia Company, Swedish mobile 
phone giant Ericsson was also 
an early adopter of algos, as its 
treasury department experimented 
with the tools offered by the 
global banks well before their 
local counterparties had started 
to develop algos. However as 
technology has matured across the 
FX market, the company has found 
it can often achieve similar results 
through a multibank platform.

“We started using algos around 
eight years ago and were one of 
the first large corporates in the 
region to do so. These days we are 
using less bank algos and are more 
inclined to use the TWAP features 
offered by FXall, our main multibank 
platform. Our goal is to slice up 
bigger tickets, capture bid-offer 
spread and reduce market impact,” 
says Marcus Samuelsson, FX portfolio 
manager at Ericsson.

But while companies such as Telia 
and Ericsson may have been among 
the first to try out algo execution 
as a means of optimising their FX 
activities and achieving greater 
efficiencies, some institutions in 
the region have been much more 
reticent. Danish pension fund 
manager Sampension, for example, 
has elected not to use algos as it 
doesn’t believe they would add 
value to its FX business.

“In our opinion, algos are mainly 
suitable for spot trading, but 99% 
of our volume in FX is in swaps 
and outrights. The spot trading we 
do is mainly in Danish krone, but 
we believe algos work best only 
for major currencies,” says Kim 

Majker, fixed income and currencies 
portfolio manager at Sampension.

NORDIC BANKS HONE IN ON FX ALGOS
Given the still lukewarm appetite 
for algos across the Nordic buy side, 
banks and technology providers 
clearly have their work cut out to 
further develop their algo offerings 
and educate firms about the specific 
benefits they might glean through 
the use of such execution strategies.

To some extent, Nordic market 
participants should be in a good 
position to do this, given the region’s 
long history of innovation and early 
adoption of electronic trading. 
Technologists believe that while algo 
adoption might have been slower 
than expected in the years that have 
passed since the Riksbank report, the 
time is now right to try again.

“Banks and buy-side firms are 
becoming much more multi-asset 
class oriented, so instead of having 
a single system per asset class, they 
want a platform that can leverage 
new technology across asset classes. 
MiFID II also increases the need for 
execution quality and transparency, 
regardless of asset class, and the 
best way to achieve this is through 
automation and algos,” says Jens 
Persson, senior product manager, 
multi-asset class solutions at Swedish 
technology company Itiviti.

“We have been working with major banks in the 
region to enhance their FX offering, often through 
algos,” he adds. “Many are increasingly now offering 
their algos externally as well as internally, and they 
are building transaction cost analysis (TCA) on the 
back of that so that algo execution can be properly 
evaluated and optimised. TCA is no longer a nice-to-
have but is a statutory requirement for any bank or 
buy-side firm needing to achieve best execution.”

Nordea is one major Nordic bank that has up until 
now had held off from offering algo execution in 
FX, but that will change in the coming months as 
it prepares to launch a suite of six algos, which will 
range from passive to aggressive and will allow 
clients to take advantage of its own internal liquidity 
as well as broader market liquidity.

For firms such as Telia and Ericsson, which have 
up until now relied largely on the global banks to 
deliver their algos, this could be a major market 
development as they will be able to source algos 
locally. Nordea believes it can add value over 
some of its larger global competitors by being 
more transparent with clients about how different 
strategies operate.  

“As the largest 
Nordic bank, 
we have a 
diverse customer 
franchise and 
believe this algo 
offering will 
significantly 
reduce market 
impact,” says 
Nordea’s Folke. 
“Some banks 
have sought 
to disclose as 
little as possible 
about how their 
algos actually 
work, but we 
believe our value 
proposition is in 
being much more 
transparent, 
helping our 
clients to 
understand 
the different 

parameters and ensure they operate in the most 
optimal way.”

CUSTOMISATION REQUIRED
The key question for Nordea, as much as any algo 
execution provider, has been how to tailor its nascent 
offering to meet the diverse needs of institutional 
buy-side firms and corporates in the region. While 
out-of-the-box algos that can be immediately 
deployed to perform a marketed function add clear 
value, there is growing recognition that some degree 
of customisation is also important for users.

“I do believe we are at 
a turning point in algo 

execution as the largest 
Scandi banks are starting 
to offer algos, liquidity 
is more fragmented and 
regulation is driving the 

buy side to become much 
more educated on how 
best execution can be 

achieved.”

Kasper Folke

“The key consideration 
for corporates is market 

impact. If we can use algos 
to transact large sizes 
under the radar, that is 

really beneficial.”

Mattias Lavefjord

“We realised early on 
that algos were going 

to be an important part 
of the market, so we 
sought to understand 
how they work and 

what value they add to 
the trading toolkit.”

Marcus Samuelsson
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As the biggest Nordic bank – we 
have the solutions you need to 

interact with Scandi Liquidity. Our 
Execution Advisory Specialists 
let you manage your FX trades 

efficiently while minimising market 
impact and transaction cost.

Call us 
+46 8 407 9000

nordeamarkets.com/fxalgo

Transparent 
Scandi

Liquidity 
Nordea FX algo suite

Nordea Markets is the commercial name of the international capital market business of Nordea Bank AB (publ), 
a financial institution authorised by the Swedish Financial Supervisory Authority. This communication does 

not constitute investment advice or an offer to buy or sell, or a solicitation to buy or sell, financial instruments 
or enter into financial transactions in any jurisdiction in which such offer or solicitation would be illegal.
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The Nordic region has a long history of innovation and early adoption of 
electronic trading. 

NORDEA’S HYBRID MODEL
Nordea’s FX algo offering is built on a hybrid 
model, meaning that clients can use the bank’s 
internal liquidity or go into the market through 
Nordeas liquidity network.  The bank has total 
operating income of €9.5 billion and total assets 
of €581.6 billion, and is present in 17 countries,  
including our four Nordic home markets – 
Denmark, Finland, Norway and Sweden. “We 
are the largest Nordic bank with a very diverse 
client base, so our ability to internalise flow and 
thereby reduce market impact gives us a unique 
position in our algo offering,” Folke said.  The 
future of FX algo development at Nordea is in 
advising clients on getting the most out of our 
execution algos, rather than in introducing new 
algos. The big questions to answer will be on 
how clients can utilise Nordea’s internal liquidity 
to their advantage, when clients should and 
shouldn’t use an algo, and what the pros and 
cons are.  “We believe in transparency of the 
algos’ logic and the advisory of how our clients 
can use them,” Folke said.

“As clients focus on using technology 
to remain competitive and increase 
efficiency, we are seeing less and less 
demand for limited, commoditised, 
out-of-the-box solutions,” says 
Persson. “Many firms want to 
extend and improve the off-the-
shelf functionality themselves by 
incorporating their own proprietary 
logic into the algos, but they need a 
strong basic toolset to start from.”

This is a point recognised by 
Ericsson’s Samuelsson, and one 
of the reasons why his group has 
become less reliant on algos in 
recent years as the tools offered 
by the top-tier banks have become 
more and more commoditised. With 
little difference between the TWAP 
and VWAP algos available from 
banks, the firm has referred more 
trades to FXall.

“We don’t typically spend much time 
comparing one algo to another, but 
we look to determine in particular 
market conditions whether a bank 
algo will really have the edge over a 
multibank platform. With advances 
in what we can programme on 
a multibank portal like FXall, 
I increasingly find there is not 
much value a bank algo can add,” 
Samuelsson explains.

Banks such as Nordea and others will 
be hoping they can tempt seasoned 
algo users back into the fold and 
attract new interest through a 
hybrid approach that delivers 
greater transparency on the way 
strategies work, while also offering 
the ability to tweak particular 
functions to meet the specific 
requirements of every institution.

“What we have seen from buy-side 
firms is that they prefer to have 
easy access to a suite of algos, with 
the ability to customise some of the 
parameters, such as aggressiveness, 
rather than having only one 
algo that has to be completely 
customised. We have developed 
three benchmarking algos – TWAP, 
VWAP and percentage of historical 
volume – and three execution 
optimisation algos known as ‘make’, 
‘take’ and ‘sweep’,” says Folke.

ACCESSIBILITY AND EDUCATION
Beyond customisation, the 
accessibility of algos has proven to 
be a particularly important point for 
Nordic market participants. While 
some banks make their algo tools 
available only through their own 
platforms and distribution channels, 
those that are also accessible 
through third party platforms stand 
to be more widely adopted.

“There is clear value in making 
algos easily accessible through third 
party platforms – from a Scandi 
perspective that means they have 
to be available to institutions and 
corporates via Bloomberg and we 
will make sure this is the case and be 
live over the summer,” says Folke.

That will be welcome news for 
corporates that use Bloomberg and 
will therefore be able to experiment 
with Nordea’s new toolset without 
having to connect directly to the 
bank. Both Samuelsson and Lavefjord 
express a preference for these algos 
that they can access more easily.

“We don’t necessarily use algos 
every day, but when we have larger 

orders, they are the weapon of 
choice to avoid market impact. 
We tend to prefer to access algos 
via Bloomberg or other multibank 
platforms, rather than having 
to log in to numerous bank 
platforms. Banks may prefer to use 
their own distribution for more 
customised algos, but we are not so 
sophisticated that we would need 
customisation,” says Lavefjord.

As with any advanced technology, 
much of the success of algo execution 
in the future will depend on 
education. If banks and technology 
providers fail to adequately articulate 
the specific benefits of algos, and 
the way in which they should be 
deployed and monitored, their 
use will remain confined to those 
firms with the necessary in-house 
knowledge and expertise.

“Algo execution is a journey and 
we need to educate the buy side 
on its advantages as an alternative 
to principal risk transfer. We are 
establishing an execution advisory 
desk that will advise customers, 
based on their individual size and 
the nature of their flow, on the best 
possible execution solutions,” says 
Nordea’s Folke.

But the education process depends 
as much on the buy side being 

“Many firms want to 
extend and improve 

the off-the-shelf 
functionality themselves 

by incorporating their 
own proprietary logic into 
the algos, but they need 
a strong basic toolset to 

start from.”

Jens Persson willing to learn as it does on the sell side being ready 
to teach. Samuelsson recognises that while Ericsson’s 
use of bank algos has declined more recently, the firm 
was an early adopter because it actively sought out 
information on how algos might add value to its FX 
operations.

“We realised early on that algos were going to be 
an important part of the market, so we sought to 
understand how they work and what value they add 
to the trading toolkit. As a profit centre for Ericsson, 
we use our own judgement to determine when is 
the best time to trade by voice, electronic platforms 
and algos, and which approach will produce the best 
result,” says Samuelsson.

BRIGHT FUTURE 
Looking forward, the Nordic region clearly remains a 
fertile breeding ground for the further development 
and adoption of FX algos. While many institutional 
asset managers in the UK and continental Europe 
have been ahead of the curve in dealing with the 
best execution requirements associated with MiFID II, 
Nordic firms still have some catching up to do.

As trading desks seek to improve execution practices, 
save costs and address inefficiencies in the months 
and years ahead, they will inevitably be drawn to 
the advantages that can be gleaned from algos. And 
with new tools appearing from Nordea and other 
providers, it seems a good time to begin this journey.

“I do believe we are at a turning point in algo 
execution as the largest Scandi banks are starting to 
offer algos, liquidity is more fragmented and regulation 
is driving the buy side to become much more educated 
on how best execution can be achieved. Firms with 
modest FX flows are still more likely to place principal 
risk with a bank, but we expect larger institutions to 
become more active algo users,” says Folke.
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Is your FX
trading platform
engineered for
today’s trading 
reality?

Itiviti FX empowers trading desks 

with a future-proof, modular, 

app-based architecture that 

enables customized currency 

trading solutions built for dynamic 

markets.
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