
strategies have entered the wholesaling business, forcing tradi-
tional players such as ATD to rework their trading strategies, re-
duce their latency and spend more on price improvement.

“It’s a big change,” Martin said of the new entrants in the busi-
ness. “It makes it tougher for us obviously.”

As a wholesaler, ATD solicits order flow from retail brokers, 
making a market in about half or two-thirds of the flow. The rest 
of the orders it routes away to the public markets or dark pools. 
Some is matched up against flow from Lava’s or Citi’s institu-
tional customers.

To win that flow and appeal to brokers who might otherwise 
route to HFT players, Citi has had to spend more on price im-
provement. Assuming a quote of $10.00 bid to $10.01 offer, Citi 
might buy stock at $10.00 and sell it to a customer at $10.007. 
That improves the price the customer receives but reduces ATD’s 
spread.

“You can say that three-tenths of a cent is not that much, but if 
you multiply that by the billions of shares we trade every month, 

then those numbers become quite substantial,” Martin explained. 
He added that Citi spends between $5 million and $6 million per 
month on price improvement.

In addition, if ATD can’t fill the order internally, it will route 
it away to the market, absorbing any routing charges. “We work 

as partners with our clients,” 
Martin said.

High-frequency shops, 
on the other hand, don’t 
work this way, he noted. 
These players accept imme-
diate-or-cancel orders only. 
If they can fill the order with 
their capital, they will. If 
not, the order is kicked back 
to the client.

Higher levels of price im-
provement are not the only 
costs that firms using high-
frequency trading strategies 
have imposed on ATD. The 
drive by HFTs to wring ev-
ery microsecond out of their 
trading processes has forced 
ATD to spend substantial 
sums to reduce its latency as 
well, Martin said.

“It’s a microsecond game,” 
Martin said. “We have to continually improve and rework our sys-
tems to be able to respond to orders faster. If there are 500 shares 
available in the market, my job is to get that 500 shares before it 
disappears. You better be fast or you’re going to miss it.” 

In the best-case scenario, of course, ATD wouldn’t have to turn 
to the public markets to get its customer filled. It would find a 
trade inside Citi Match. That’s the goal, anyway. 

“Our algorithms have been completely revamped,” Keegan 
said. “And we have optimized all that flow such that pieces of 
every one of those orders sit inside Citi Match. At the end of 
the day, we want to prove that owning and optimizing order 
flow will provide the customer with a superior execution experi-
ence.”  TM

March of Time
Evolution of Citi’s Electronic Trading Effort

Jan. 2004 Citi forms Alternative Execution Services, its first electronic trading group; headed by Will Geyer
Aug. 2004 Citi acquires Lava Trading
April 2005 Citi in process of building wholesaler operation; Tom Richardson in charge
March 2006 Dan Keegan joins ATD to build out institutional business
Dec. 2006 Will Geyer leaves Citi after 5 1/2 years
Feb. 2007 LavaFlow ECN launches
April 2007 Young Kang joins Citi from SAC Capital
July 2007 Citi promotes Richard Evans as global head, electronic trading
Aug. 2007 Lava launches GOTO order routing business
Oct. 2007 Citi acquires wholesaler ATD for $680 million
Nov. 2008 Richard Evans leaves Citi
June 2009 Citi reorganizes electronic trading; Steve Swanson becomes head of department.
May 2010 Steve Swanson leaves Citi; Dan Keegan becomes head of group
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