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IntroductIon

Prospering in Today’s Financial services 
industry is about More Than Just speed

It’s about managing complexity — and change. As the OTC market accelerates, 
data volumes will increase — and will add to the number of end points. The 
increasing number of end points results from a proliferation of competing venues, 
as well as competition among central clearing providers (CCPs), specialized trade 
processing providers, and platform providers.

All the requirements to manage, process, and store this data means a much more 
extensive and complex ecosystem. By locating key infrastructure in strategic 
hubs with rich ecosystems, connections are made quickly and efficiently, thereby 
removing friction and risk and offering the potential for greater rewards.

Equinix has the strategic hubs that provide agility to address the complexity 
required for OTC, along with a growing ecosystem that helps bridge connections.

“ Big data. 3.2 million messages in one second 

from 21 live feeds in one equinix colocation 

facility in new York.”
- marketdatapeaks.com, 9:51 AM, June 25, 2014
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why otc global strategIc hubs?

over 80% of swap
executIon facIlItIes

The strategic hub helps Transmit, 
Process, and store data More efficiently

3  Global Primary Swap 
Data Repositories

50% of OTC Access Nodes 
in EMEA and Asia

More than 50% of Estimated 
OTC Solution Providers

100% of Registered US CCPs

3 Designated Contract Markets 
(Swap Futures)
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MarkeT uPdaTe:
a Changing indusTrY
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Market update: a changIng Industry

impact of regulation

Electronic trading, specifically the over-the-counter (OTC) derivatives market,  
is seeing a massive shift as it goes through a level of global regulatory 
restructuring. This, in turn, is leading to increased complexity and a growing 
number of end points. G-20 reforms have devolved into regional regulatory 
efforts, resulting in regionalization of formerly global markets. As a consequence, 
electronic markets, CCPs, and platforms that might have been created in global 
efforts must greatly multiply for each region or country — this magnifies the new 
electronic OTC derivatives infrastructure burden.

The major aims of this endeavor are to increase transparency, reduce systemic 
risk, and strengthen financial stability. While the details of these reforms tend to 
differ between jurisdictions, broadly speaking, the changes involve mandating 
electronic trading and central clearing for all regulated products. These reforms 
also mean applying rigorous reporting obligations and enacting strict standards  
to govern capital and margin requirements.

OTC derivatives markets, CCPs, and general infrastructure are highly fragmented 
and limited in their ability to leverage pre-existing listed cash and derivatives 
infrastructure. This proliferation of networked endpoints is fueling a rapid evolution 
in OTC markets that requires a flexible architecture in order to compete effectively 
and efficiently.

New regulations make it that 
much more important to work 

with a company that is truly 
interconnected and doing business 

in an ecosystem environment.
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regulaTiOn
drives COMPlexiTY
in The OTC derivaTives eCOsYsTeM
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regulatIon drIves coMplexIty In otc ecosysteM

it’s Time to run Your Business 
in a different way

Regulatory advances in financial markets have always meant market infrastructure 
changes that are consistent with market structure changes. New regulations, 
such as the U.S. Dodd-Frank Wall Street Reform, European Market Infrastructure 
Regulation (EMIR), and equivalent regulations in numerous other markets, are 
causing a seismic shift in the global competitive landscape.

In terms of OTC derivatives, the current shift is significant in two ways: one, in the 
global market regulatory change is happening asynchronously through regional 
regulatory authorities; and two, there is an industry shift underway from a manual 
voice-driven market to an electronic one.

Consequently, the OTC derivatives market is seeing a massive regulatory 
implementation in terms of trade reporting, clearing, and execution — this is the 
opposite workflow we’ve seen as other financial markets evolve. This has made it 
more difficult to use prior regulatory-driven infrastructure changes in listed markets 
as a template for OTC derivatives.

To succeed in this changing market requires taking a strategic approach to your 
data centers. It’s no longer an option to house data centers in local buildings that 
could pose security threats. Instead, it makes sense to move to a secure global 
platform at the center of the world’s markets.

The Dodd-Frank Act guidelines 
state that sufficiently liquid 

and standardized derivatives 
transactions are subject to 

central clearing requirements. 
Derivatives that were previously 

traded over the phone or in 
bilateral agreements must now 
be executed on new electronic 

trading platforms known as Swap 
Execution Facilities (SEFs) or 

Organized Trading Facilities 
(OTFs) or European  

equivalent designation.



9

regulatIon drIves coMplexIty In otc ecosysteM

Clearing and Compliance are key drivers 
of ecosystem Complexity

The trading process itself happens over the course of a few steps and passes 
through several facilities. Prior to trading, credit checks are completed at the swap 
execution facility or at credit hubs. Once credit checks are confirmed and the trade 
is executed, the transaction is reported to the trade repository. The counterparties 
and their clearing firms are involved in the whole process with the Central Clearing 
Parties (CCPs) providing the ultimate counterparty clearing management and the 
trade repositories providing the ultimate books-and-records.

This creates more complexity, but also more transparency, because the trades are 
now cleared via central counterparties. Clearing becomes very important, as do 
risk management, collateral management, and various monitoring and audit trails. 

As systems become more tightly coupled, companies gain huge benefits in speed 
and agility (and de-risk entry) from endpoints housed in the same ecosystem. 
Through Equinix data centers, customers can quickly and economically respond 
to regulatory changes, test functionality, and access new liquidity centers in the 
Equinix ecosystem.

The value of the location is 
directly proportional  

to the number of critical 
endpoints available inside 

the colocation facility.
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“ The whole ecosystem of the 

cleared swaps world continues 

to evolve. it offers efficient 

connectivity for people who already 

have infrastructure in the Chicagoland 

area — both for trading eris market 

and for trading other markets against 

the eris market.”
- Michael Riddle, Chief Operating Officer, ERIS Exchange
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lOwer risk
in YOur OTC inFrasTruCTure
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lower rIsk In your otc Infrastructure

success in the OTC Market depends  
on Managing Change and reducing risk

The first-movers in the evolving electronic OTC ecosystem are leveraging  
the backbone of the existing electronic trading infrastructure developed around 
equities, foreign exchange, fixed-income, and other asset classes. The density of 
competing trading venues, market participants, market data providers, and other 
service providers offers an out-of-the-box set of customers and digital supply  
chain participants that can be accessed directly inside the data center within 
a matter of hours.

By locating inside these critical centers, OTC-related companies gain an optimal 
Wide Area Network (WAN) hub, along with the increased agility and other benefits 
offered by the rich local area ecosystem of critical endpoints. Direct access to new 
endpoints — such as SEFs, CCPs, brokers, and other key ecosystem components 
— quickly, efficiently, and dramatically reduces the technology risks associated 
with deploying critical systems in an isolated, company-owned or other data center 
where new connections can take weeks, or even months, to go live.
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lower rIsk In your otc Infrastructure

Exchanges
Broker
Dealers

Fix Network 
Providers

IaaS

Data
Analytics

Asset
Managers

News 
Feeds

Financial 
Extranets

Carriers

SaaS

Clearing
Firms

Market Data 
Vendors

ElEctronic ForMat
Connect to brokers, venues, ecosystem

ElEctronic VEnuEs
Fragmentation causes complexity, higher costs  
(which drives innovation in services that connect  
and consolidate venues)

clEaring sErVicEs
Fragmentation causes complexity, higher costs  
(which drives innovation in services that connect  
and consolidate clearing and reporting)

standarization oF contracts
Drives for order management and execution systems and 
algorithms, resulting in smaller sizes and higher volumes

FastEr sErVicEs
Drives innovation in faster networking services, such as 
fiber, microwave, FPGA cards, etc.

cross-assEt trading
Drives further innovation in order management  
and execution systems

as global markets grow and become increasingly 

complex, no company is as connected as equinix.

Distributed Ecosystem

Centralized Ecosystem

Trading ecosystem evolution:
regulation and Technology drive innovation



14

lower rIsk In your otc Infrastructure

Metro-hub ecosystems solve  
for Complexities

largest ccp ecosystem
to connect with Inter-Dealer 

Brokers (IDBs), banks, and SEFs

speed connection
between SEFs, credit hubs,
and clients for low-latency  

credit checking

Minimize risk
and exposure to counterparties 
unable to adjust to Dodd-Frank  

and swap regulations

accelerate  
on-boarding

for SEFs, CCPs, IDBs,  
buy sides, and SDRs/TRs

Increase efficiencies
leading to faster risk checks  
and pre-trade credit checks

provide agility
in an evolving Eco-Structure  
for swaps
•  Minimize time-to-market 

for new venues or new 
clients (24-48 hours  
to install)

•  Minimize financial outlay 
risk for venues or clients 
who may not survive

•  Quick on-ramp for 
globalization of  
swaps regulation

This key infrastructure 
entails global access 

nodes and/or localized 
matching engines. In 
this market, client on-

boarding, pre-trade 
credit checking, trade 

execution, and reporting 
are sensitive to optimizing 

speed and latency —  
so being economically 

agile is everything.
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COnClusiOn



16

conclusIon

Move to the Center

In this era of exponential data growth and increased network traffic, 
success means leaving behind the laggards and choosing the right  
local area ecosystem of endpoints. Equinix provides you with the 
insight, IT agility, and industry connections you need to stay competitive.

Prosper with Equinix.

the world’s top fInancIal InstItutIons  
turn to equInIx for theIr otc Infrastructure
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otc derivative 
Securities that trade outside of formal exchanges

otc swap 
Derivative in which two counterparties exchange cash flows of a private party’s 
financial instrument for those of the other party’s financial instrument

credit default swap (cds) 
A CDS financial swap agreement happens when the seller of the CDS will 
compensate the buyer in the event of a loan default or other credit event

Interest rate swap (Irs) 
A financial derivative swap whereby two parties agree to exchange interest rate 
cash flows, based on a specified amount, from a fixed rate to a floating rate (or 
vice versa) or from one floating rate to another

glossary

important Terms
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glossary

important Terms
(cont.)

currency swaps
The exchanging of principal and fixed rate interest payments on a loan in  
one currency for principal and fixed rate interest payments on an equal loan  
in another currency

commodity swaps
An agreement whereby a floating, or market, or spot, price is exchanged for  
a fixed price over a specified period (the vast majority of commodity swaps  
involve crude oil)

equity swap
A financial derivative contract (a swap) is a set of future cash flows agreed  
to be exchanged between two counterparties at set future dates

other 
There are a number of other variations of swap structures, including (but not 
limited to) subordinated swaps, zero coupon swaps, deferred rate swaps, 
accrediting swaps, and forward swaps



Equinix is consistently recognized  
as a best-in-class data center provider. 
We focus on providing the operational 
expertise, standards compliance, 
world-class physical security,  
and high-performance ecosystems  
so you can focus on your business.

To learn more about the  
Financial Ecosystem in New York  
or in markets around the world,  
email us at financial@equinix.com  
and visit www.equinix.com.

COnTaCT inFOrMaTiOn

corporate hq
Equinix, inc.
One Lagoon Drive
4th Floor
Redwood City, CA 94065

Main: +1.650.598.6000
Fax: +1.650.598.6900
Email: info@equinix.com

eMea
Equinix (EMEa) BV
Luttenbergweg 4
1101 EC Amsterdam Zuidoost
Netherlands

Main: +31.20.753.7950
Fax: +31.20.753.7951
Email: info@eu.equinix.com

asia-pacific
Equinix Hong Kong limited
Suite 6504-07
65/F Central Plaza
18 Harbour Road
Wanchai, Hong Kong

Main: +852.2970.7788
Fax: +852.2511.3309
Email: info@ap.equinix.com

Equinix, Inc. (Nasdaq: EQIX), connects more than 4,400 companies directly to their customers and partners inside the world’s most networked data centers.  
Today, enterprise, cloud, networking, digital media and financial services companies leverage the Equinix interconnection platform in 31 strategic markets across  
the Americas, EMEA, and Asia-Pacific. By connecting directly to their strategic partners and end users, customers are forming dynamic ecosystems inside Equinix.  
These interconnected ecosystems enable companies to optimize the performance of their content and applications and protect their vital digital assets.

www.equinix.com© 2014 equinix, inc.


