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While the word “unprecedented” gets thrown around quite freely, it is fair to say that the logistics and
conditions around U.S. fixed-income trading over the past six weeks have been new to everyone regardless of
experience.

Greenwich Associates gathered feedback from over 75 buy-side fixed-income investors in the Americas to
learn more about the impact COVID-19 has had on markets, how dealers have responded and what the future
holds.

Different Products, Different Levels of Partnership

Given the sheer magnitude of the disruptions to individuals, the real economy and the financial markets in
March, no one was immune from the impact of COVID-19.

When we asked investors on an open-ended basis to name dealers that stood by them the most during the
first several weeks of the crisis, it was striking that virtually all rates investors had at least three
counterparties to highlight, while the response in flow credit was all over the map.
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Dealers Response to Clients During the Crisis

When asked what actions in particular have been most helpful to buy-side firms, we were surprised by the
feedback. Given the level of market volatility, we had expected that most would put dealers standing firm on
their bids and offers at the top of the list. It certainly ranked high (particularly for rates investors), but not
meaningfully ahead of a number of other factors, with just over 1 in 3 investors overall saying that standing
by bids and offers is particularly helpful.

But perhaps in a sign that, despite advances in technology, fixed-income trading still requires significant
human interaction, 42% felt that additional contact from their sell-side sales reps was most helpful.

MOST HELPFUL ACTIONS DEALERS HAVE TAKEN

Stood by bids and offers [ 36%
More trading contact [ 32%
COVID research/analysis _ 29%
Execution advice _ 25%
More research contact _ 21%

Additional backup coverage [ 4%

Mote: Based on 76 respondents.
source; Gresnwich Associates COVID-19 Fixed-Income Investors Flash Study, April 2020

Staying in Touch with Clients

In times of market disruptions, the impact of a decade or more of significant technology investments has
certainly become clear. In the course of a few days, most financial services firms saw 90%+ of their workforce
working from different locations, which would not be possible without the massive investments by firms
across the industry.

However, those firms that have salespeople dedicating extra time to speaking with clients are those viewed
most favorably. And, if you move beyond just additional sales contact, investors feel that additional contact
from traders (32%) and research analysts (21%) is helpful as the buy side adjusts to the “new normal.” All
told, two-thirds feel that hearing more from the sell side has been beneficial.

Anecdotally, we have also heard from the sell side that their salespeople have become that much more
important to their trading desks during this period of volatility, helping to provide them better connectivity to
clients when so many people are trading from home.



What Risks Are Investors Most Worried About?

As the worst of the market disruption appears to be behind us, we wanted to understand what risks are still
keeping the buy side up at night. With the amount of balance sheet dedicated to fixed income narrowing and
the volume of trading increasing, liquidity risk is a top concern.

However, just as important on the minds of investors is credit/default risk. With the effects of the crisis
rippling through the real economy, causing significant unemployment and GDP projections seemingly
decreasing by the day, it is no surprise that investors are concerned about credit events impacting their
portfolio.

TOP PORTFOLIO RISKS BY ASSET CLASS

ASSET CLASS TOP RISK

Rates Liquidity risk
Credit
Securitized products Credit/default and liguidity risk

t/default risk

Emerging Markets

Municipal bonds Liquidity risk

Mote: Based an 76 respondents.
Source: Greenwich Associates COVID-19 Fixed-Income Investors Flash Study, April 2020

In thinking about the impact of COVID-19, we wanted to put it into the context of what concerned investors
coming out of another marketwide event... the 2008 financial crisis. When we surveyed fixed-income
investors about 10 years ago, liquidity and default risk were paramount. However, over half of investors were
also concerned about systemic risk.

Given the regulatory and market structure changes that have taken place since the crisis, relatively few buy-
siders are concerned that the impact of COVID-19 will negatively affect the functioning of the markets. At the
same time, the concern that the current crisis will create counterparty risk is also far from the minds of
investors, unlike in 2008, when 1 in 4 noted that they were still concerned about counterparty risk even three
months after the fall of Lehman Brothers.



INVESTORS® TOP CONCERNS: COVID-19 VS, 2008 CRISIS

86%

Credit/ Liguidity Systemic/ Interest- Counterparty Portfolio
default risk risk market rate risk allocation
(of the asset) risk volatility risk

B COVID-19 crisis [ 2008 financial crisis
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The Role of E-Trading: Helping or Harming Liquidity?

Even as many investors felt more comfortable speaking to a human during the peak of the market volatility in
March, e-trading volume (as a proportion of total market activity), while down a bit, remained robust
(Greenwich Associates tracks electronic trading trends as part of its Greenwich MarketView subscription).

By a nearly 2 to 1 margin in most asset classes, the buy side feels that e-trading has been a net positive to
overall liquidity in the market; the one exception is emerging markets, where the majority believes that
electronic trading negatively impacted overall liquidity in the market in March.

NET IMPACT OF E-TRADING ON LIQUIDITY

Municipal bonds 34%
Rates 34%
Credit 24%
Securitized products 20%

Emerging Markets -52%

Mote: Based on 76 respondents.
Source: Greenwich Associates COVID-19 Fixed-Income Investors Flash Study, April 2020
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Looking Forward

As governments in the United States and around the globe shift their focus from solely containing the
outbreak to identifying strategies for re-opening their economies, investors can slowly begin to exhale that
the worst of the market volatility is behind them. When we look back on March 2020, it is clear that
investments and market structure changes implemented over the past decade made a meaningful difference.

We expect that dealers who were and continue to be in front of clients, looking for ways to partner with them
during the market turmoil, to reap the rewards and see more client flow over the coming quarters.

Navigating Turbulent Markets

COVID-19 Impact on FICC Markets

COVID-19 Impact on Equity Markets

Recognizing Standout Dealers Amid Crisis
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Coalition Greenwich, a division of CRISIL, an S&P Global Company, is a leading global provider of strategic
benchmarking, analytics and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their
business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.

For more information, visit www.crisil.com
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Disclaimer and Copyright

This Document is prepared by Coalition Greenwich, which is a part of CRISIL Ltd, an S&P Global company. All
rights reserved. This Document may contain analysis of commercial data relating to revenues, productivity
and headcount of financial services organisations (together with any other commercial information set out in
the Document). The Document may also include statements, estimates and projections with respect to the
anticipated future performance of certain companies and as to the market for those companies’ products and
services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or
future activities of the businesses or companies considered in it but rather is designed to only highlight the
trends. This Document is not (and does not purport to be) a comprehensive Document on the financial state
of any business or company. The Document represents the views of Coalition Greenwich as on the date of the
Document and Coalition Greenwich has no obligation to update or change it in the light of new or additional
information or changed circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not
form basis of any lending, investment or credit decision. This Document does not constitute nor form part of
an offer or invitation to subscribe for, underwrite or purchase securities in any company. Nor should this
Document, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities. The Document is not an investment analysis or research and is not subject to
regulatory or legal obligations on the production of, or content of, investment analysis or research.

The data in this Document may reflect the views reported to Coalition Greenwich by the research participants.
Interviewees may be asked about their use of and demand for financial products and services and about
investment practices in relevant financial markets. Coalition Greenwich compiles the data received, conducts
statistical analysis and reviews for presentation purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES COALITION GREENWICH BELIEVES TO BE RELIABLE. COALITION
GREENWICH DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED, WITH RESPECT TO
THIS DOCUMENT, INCLUDING AS TO THE VALIDITY, ACCURACY, REASONABLENESS OR COMPLETENESS OF THE
INFORMATION, STATEMENTS, ASSESSMENTS, ESTIMATES AND PROJECTIONS, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT OF THE USE OF ALL OR ANY OF
THIS DOCUMENT. COALITION GREENWICH ACCEPTS NO LIABILITY WHATSOEVER FOR ANY DIRECT, INDIRECT
OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY KIND ARISING OUT OF THE USE OF ALL OR ANY OF THIS
DOCUMENT.

Coalition Greenwich is a part of CRISIL Ltd, an S&P Global company. ©2024 CRISIL Ltd. All rights reserved.



