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include all risk factors or other matters that may be material; does not take into account your investment objectives, financial conditions, or needs; and IS 
NOT A PERSONAL RECOMMENDATION OR INVESTMENT ADVICE or a basis to consider MS to be a fiduciary or municipal or other type of advisor. It 
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Agenda

• TCA overview 

• Role TCA plays in the execution lifecycle 

• Benchmark overview 

• Benchmark developments
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FX TCA Overview

• Why is use increasing in FX ?

− Investor pressure responding to market developments e.g. WMR 

− Aggregation of central dealing desks, often managed by Heads of 
Trading with equity backgrounds

− Pressure on returns

− Response to potential regulatory developments

• What is available in the market ?

− 3rd party independent providers, e.g. ITG, FX Transparency, New Change 
FX

− Platform providers, e.g. Bloomberg, Trading Screen

− Bank services

• N.B. main focus is on post-trade TCA, limited availability of pre-trade analytics
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Role of TCA in Execution Lifecycle

Individual Transaction
Pre-Trade

Execution 
Real-time monitoring

Individual Transaction
Immediate Post-Trade

Tactical

Multiple Transactions
Historical Analysis

Post-Trade
Strategic

Feedback to improved 
pre-trade analysis, 
changing execution 
approach and more 

informed decision making

Source: Morgan Stanley QSI



M O R G A N  S T A N L E Y

Quantitative Solutions and Innovations (QSI)

Fixed Income Sales & Trading

Quantitative Solutions and Innovations (QSI)
Please see additional important information and qualifications at the end of this material.

5

Benchmark Overview

1. Theoretical

• Fair value risk transfer 

2. Observed

• Interval based, e.g.

• TWAP

• VWAP

• Point in time, e.g

• WMR

• Arrival Price

3. Experience based

• Peer group analysis

• Issues:

− Data source

− Underlying trade objective

− Representative

− Independence

− Revaluation point vs execution benchmark

Source: Morgan Stanley QSI
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Benchmark Developments

• Key to align benchmark with trading objective

• No one size fits all solution, multiple benchmarks required

• Clients broadly segmented as follows:

1) WMR with limited or no discretion (i.e. passive managers who are tracking 
indices such as MSCI which use WMR)

2) Asset managers trading FX as a utility to buy/sell international securities, 
increasingly moving towards benchmarks such as TWAP/VWAP where the 
interval approximately matches the trading period of the underlying security

3) Asset managers trading FX as an asset class, increasingly using Arrival 
Price as key benchmark
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Disclosures

The information in this material was prepared by sales, trading, or other non-research personnel of Morgan Stanley for institutional investors. This is not a research report, and unless otherwise indicated, the 
views herein (if any) are the author’s and may differ from those of our Research Department or others in the Firm. This material is not independent of the interests of our trading and other activities, which may 
conflict with your interests. We may deal in any of the markets, issuers, or instruments mentioned herein before or after providing this information, as principal, market maker, or liquidity provider and may also 
seek to advise issuers or other market participants. 
Where you provide us with information relating to an order, inquiry, or potential transaction, we may use that information to facilitate execution and in managing our market making and hedging activities. 
This material does not provide investment advice or offer tax, regulatory, accounting, or legal advice. By submitting this document to you, Morgan Stanley is not your fiduciary, municipal, or any other type of 
advisor. 
This material is not based on a consideration of any individual client circumstances and thus should not be considered a recommendation to any recipient or group of recipients. This material is an invitation to 
consider entering into derivatives transactions under CFTC Rules 1.71 and 23.605 (where applicable) but is not a binding offer to buy or sell any instrument or enter into any transaction.
Unless otherwise specifically indicated, all information in these materials with respect to any third party entity not affiliated with Morgan Stanley has been provided by, and is the sole responsibility of, such third 
party and has not been independently verified by Morgan Stanley, our affiliates or any other independent third party.  We make no express or implied representation or warranty with respect to the accuracy or 
completeness of this material, nor will we undertake to provide updated information or notify recipients when information contained herein becomes stale.
Any prices contained herein are indicative only and should not be relied upon for valuation or for any use with third parties.
All financial information is taken from company disclosures and presentations (including 10Q, 10K and 8K filings and other public announcements), unless otherwise noted. Any securities referred to in this 
material may not have been registered under the U.S. Securities Act of 1933, as amended and, if not, may not be offered or sold absent an exemption therefrom. In relation to any member state of the 
European Economic Area, a prospectus may not have been published pursuant to measures implementing the Prospectus Directive (2003/71/EC) and any securities referred to herein may not be offered in 
circumstances that would require such publication. Recipients are required to comply with any legal or contractual restrictions on their purchase, holding, sale, exercise of rights, or performance of obligations 
under any instrument or otherwise applicable to any transaction. In addition, a secondary market may not exist for certain of the instruments referenced herein.
The value of and income from investments may vary because of, among other things, changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities, prices of instruments or 
securities, market indexes, operational, or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in instruments (or related derivatives) 
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Actual events may differ from those 
assumed, and changes to any assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect any projections or 
estimates. Certain assumptions may have been made for modeling purposes only to simplify the presentation or calculation of any projections or estimates, and Morgan Stanley does not represent that any 
such assumptions will reflect actual future events or that all assumptions have been considered or stated. Accordingly, there can be no assurance that any hypothetical estimated returns or projections will be 
realized or that actual returns or performance results will not materially differ. Some of the information contained in this document may be aggregated data of transactions executed by Morgan Stanley that has 
been compiled so as not to identify the underlying transactions of any particular customer.
This information is not intended to be provided to and may not be used by any person or entity in any jurisdiction where the provision or use thereof would be contrary to applicable laws, rules, or regulations.
This communication is directed to and meant for sophisticated investors, including specifically, institutional investors in the U.S and/or those persons who are eligible counterparties or professional clients in the 
European Economic Area. It must not be re-distributed to or relied upon by retail clients. 
This information is being disseminated in Hong Kong by Morgan Stanley Asia Limited and is intended for professional investors (as defined in the Securities and Futures Ordinance) and is not directed at the 
public of Hong Kong. This information is being disseminated in Singapore by Morgan Stanley Asia (Singapore) Pte. This information has not been registered as a prospectus with the Monetary Authority of 
Singapore. Accordingly, this information and any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of this security may not be circulated or distributed, 
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