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financial institutions.
These businesses are
eager to benefit from
the growing retail FX
market, which has
recently seen
tremendous growth.

Yet, getting into this
, specialist area using in-
By Heather McLean house technology and
knowledge is not as
Retail FX is proving to  easy as many first
be a massive draw for  thought; the answer for
banks, brokers and many is White Labelling.

Turning heads

Tom Levine, vice president for institutional sales at GAIN
Capital Group, states that retail FX firms have turned the
head of everyone else in the market. He comments:
“Quite frankly, it’s difficult to ignore the success of the
retail FX firms. Most if not all of the top FX banks are
liquidity providers to retail aggregators, so they've
witnessed at first hand the exponential growth of these
firms over the last several years. Some are now looking to
directly capitalise on the trend of retail FX. Broker-dealers
and other financial institutions are always looking at new
business lines and ways to expand their product offering
and increase their share of wallet. With FX more widely
accepted among retail investors around the globe, it makes
sense they are now seriously considering how best to offer
it to their customers.
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“And, in the absence of domain expertise in FX or
experience servicing self directed retail investors, it makes
sense that these institutions are looking to existing FX
providers for a turnkey, White Label retail FX solution,”
Levine continues.

The dramatic increase in retail spot trading is driving
demand for White Labeled solutions, claims Jeff Tonkel,
vice president of marketing at Integral. “Private investors
are seeking to diversify their portfolios, and in some cases
utilise FX as a hedge away from equities. This rise of
foreign exchange as its own important asset class has
increased demand among private investors for FX margin
trading. The increasing availability of low cost electronic
trading mechanisms has enabled FX spot trading to
become more accessible to the private investor. Banks,
brokers and financial institutions are using whitelabled
solutions to satisfy this demand from their private investor
client base for FX margin trading,” Tonkel explains.

Retail FX systems are complex applications with a wide
range of features that are significantly different from
institutional trading systems, hence the need to take up
third party systems and applications rather than bear the
expense of inhouse development, says Tonkel.
“Institutions wishing to enter the retail FX market in the
near future, without investing significantly in
development and testing, find White Label systems very
appealing. Brokers entering the market highly value time
to market and would rather use their assets for customer
acquisition and support, rather than on IT,” he adds.

Alex Mackinnon, global head of FX at ODL Securities,
backs up the viewpoint that speed is of the essence:
“White Labelling is the fastest and most efficient way to
participate in retail FX, as the cost of developing and
maintaining a retail platform, along with the risk
management and back office, can be very costly and delay
launching a retail offering.”

The retail FX market is growing, therefore bankers and
financial institutions would like to leverage off this
growth, agrees Saxo’s head of White Label partnerships,
Stephan Martinussen. He says a White Label solution
offers a relatively speedy, inexpensive method for banks,
brokers and financial institutions to benefit from this
growth, without having to invest a considerable amount
of time, money and effort into developing their own
solution.
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