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Misys
When US

Bret Bolin, Misys

private equity firm Vista Equity
Partners finally won its battle to
take over Misys on June 1 – merging it with
Turaz, the technology business it bought
from Thomson Reuters in February – it
created a new giant in trading, risk management and core banking systems. Vista had
fended off Misys when bidding for Turaz,
then turned its guns on Misys itself,
retaining the name for its merged business.
The new Misys portfolio includes the
Summit FT derivatives trading and risk
system, the Kondor+ cross-asset trading
system and an accompanying suite of risk
and financial applications. Those products
were designed during more buoyant times,
but Bret Bolin, the chief executive brought in
by Vista to take charge of Misys, believes
while nervous markets and incoming
regulations may be bad news for banks, they
are good news for technology vendors.
“Regulatory changes and uncertainties are
our best friends. Change means new
challenges that need to be addressed and new
capabilities that will be required to achieve
them,” says Bolin.
The most fundamental challenge for many
banks will be hitting profit targets – and
Bolin argues the industry will increasingly
lean on technology to do so. “The industry
has already applied all the traditional levers it
uses in a crisis, such as reduction of discretionary spending, cost cutting, pruning
business portfolios and selling non-core or
unprofitable businesses. But it’s not enough.
Some experts suggest the banking industry
as a whole needs to find another 5% margin
to return to the pre-crisis return-on-equity
levels,” he says.
Banks can do that in a variety of ways, Bolin
claims – making trading infrastructures more
efficient and scalable, improving data
management and developing globally
consistent, scenario-driven valuation frameworks. Banks also need advanced processing
abilities to cope with increasingly large and
complex computations. “We don’t believe there
will be one killer application that solves all of a
bank’s problems. Instead, there is a need for a
consistent drive towards better performance
across multiple dimensions,” says Bolin.

technology

Credit value adjustment (CVA) is one
example of the extra processing capabilities
banks need. “New technologies and mathematical approaches are enabling near
real-time calculation of CVA on commodity
hardware that costs less than $50,000,” says
Bolin. Misys has been applying vector
computing – a form of high-performance
parallel processing – to CVA, and Bolin claims
the results have been “extremely encouraging”.
The company is ploughing its research and
development (R&D) resources into a number
of other areas: more interactive user interfaces with more functionality (so-called rich
internet applications), workflow processes
that can cross boundaries between individual
applications or even institutions, supporting
more flexible and collaborative business
models, and the flexibility for users to select
at run-time exactly what they want to price,
with what market data and for what type of
scenario. Another research area is cloud
computing. “Cloud is absolutely key to
achieving the levels of scalability and
cost-per-trade economics the industry is
heading for,” says Bolin.
The current high price of trading and risk
technology is a legacy of the pre-crisis era,
says Bolin – when profits were higher and
systems costs were less of an object. The
performance of systems from this era is
“stellar”, as far as quants and traders are
concerned, he says, but the same is true of
the prices. “There is growing pressure for the
industrialisation of derivatives trading and
risk management technologies, and it is starting to happen,” he says.
This does not mean the technologies will
be utility-like. “Despite the troubles the
industry has been through, it still attracts
some of the smartest and most motivated
university graduates in the world. There is a
huge degree of innovation going on – and
the rate is not abating, but increasing,” says
Bolin. The development of the next generation of lower-cost, industrialised trading and
risk management applications will require
even more engineering talent and large scale
R&D. As a result, vendors will need added
heft to succeed, he predicts. “The consolidation of this industry has just started.” ■
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