
 
 
 
 

 

 
 

 

 
 

 

 


 
 
 MEMORANDUM
 

TO: File No. 4-610 

FROM: Alicia F. Goldin, Division of Trading and Markets 

DATE: November 4, 2011 

RE: Meeting with Representatives of Knight BondPoint (“Knight”) 

On October 12, 2011, Marshall Nicholson, Managing Director and Head of Knight and 
Len Amoruso, General Counsel of Knight Capital Group, met with Commissioner Elisse B. Walter; 
Cyndi Rodriguez and Lesli Sheppard from the Office of Commissioner Walter; John McWilliams, 
David Dimitrious, Tom Eady, Brian O’Neill, Michael Gaw and Alicia Goldin from the Division of 
Trading and Markets; Will Hines from the Division of Corporation Finance; Suzy McGovern and 
Mshyka Davis-Smith from the Office of Compliance, Inspections and Examinations; and Jon 
Wilcox from the Division of Enforcement to discuss issues related to the municipal securities 
market. Knight provided the attached presentation.   
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Knight BondPoint Timeline .. 
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ValuBond, Inc. founded as Reg. ATS cross matching system for municipal 
bond trading and primary distribution 

ValuBond closed on $12mm Series A funding 

Launch of ValuBond Trading Platform and first municipal trades crossed 

Completed acquisition of Bond Express from Morgan Stanley (Barra, Inc) 

ValuBond closed on $1Smm Series B Funding 

Launched secondary Corporate, Agency and Treasury trading 

Launched primary and secondary Certificates Deposit trading 

Bloomberg TOMs Direct connect Integration completed for real-time price position updates 
intoATS 

Knight Capital Group, Inc., acquired ValuBond 

ValuBond re-Iaunched as Knight BondPoint, Inc. 

Completed all major back office integrations to support STP including NFS, Pershing, 
Broadridge and Thomson Beta 

Knight BondPoint, Inc. was merged with two of its affiliates and now operates as a division 
within Knight Execution & Clearing Services LLC 



Knight SandPoint Capabilities 

Knight SondPoint ® provides electronic fixed income trading solutions that offer access to 
centralized liquidity and automated, cost-efficient trade execution services. 

Knight BondPoint ECN 
• 	 Centralized, electronic trading platform 
• 	 Connects more than 300 broker-dealers 

Access to more than 110,000 live and executable bids/offers 
with over 504 unique partners executing a trade in 2010 

• 	 Accessible via our proprietary API, a FIX connection or 
through Knight SondPoint's proprietary application suite 

Knight BondPoint Broker Workstation 
Customizable front-end application for financial advisors and 
brokers 

• 	 Easily search, analyze and execute trades for municipals, 
corporates, agencies, treasuries, and certificates of deposit 

• 	 Access new issues, news, commentary and fixed income 
tools 

Knight BondPoint Trader Workstation 
• 	 Web-based trading application 
• 	 Provides trading professionals with advanced fixed income 

trading capabilities 
• 	 Direct market access to live trading on the 

Knight SondPoint ECN 

Knight BondPoint 

Corporate Bond Detail «Back to Search Results 
Is....n GMAC LLC 
Spttdar Redemption l1Iaturu 

.~.. 
CUSIP: 

Industryl 

Ratings, 
Exchange, 

Payment Months: 

37042:5RP7 

Rnandal 

~/ccc/cc 

None 

Jon 

Bond Form: 

Dated Detell 

First Couponl 

Pav FrequenCYI 

Coupont 1.150 MaturityS 01/19/2010 

Registered Call Sch.dule: ~ 01/19/2000 Sinking Fundi NfA. 

07/19/2000 Put Schedulel I·/Aij 
Semi-Annual Step Schedule: I·/Aij 

Put Featuresf I·/Aij 
ADO BOND'101H15 POIRFOUOI II New Portfolio 21 

!100.400 16.407 to 01/19/2010 16.407 ! 

!100.400 16.407 to 01/19/201016.4071 

Firm! 100 J 11 1100.7.50 I5.330 to 01/19/2010 1'.330 I 
Firm I 1221 11 11 11101.00014.:566 to 01/19/2010 14.:5661 

Subject I 1831 11 1 99.7.5019.426 to 01/19/2010 18.4261 

Firm I .50 I 2:51 1102.000 11.:s44 to 01/19/2010 11.5441 

Subject I 'O! 2:51 1100.000 11.646 to 01/19/201011.6461 

Subjact 1 1761 11 1100.00017.646 to 01/19/2010 !7.646 1 

Subject 1 90 I !i I 1 99.75018.426 to 01/19/2010 !8.426 1 

Auto Execute I 100 I 1 1 1 99.25019.997 to 01/19/2010 19.9971 

II Datel 01/19/2010

ro:oo­
7.646 
1.7150 

1.,221200. 
1,000.00 

13.57 
1,013. .57 

CU.tolmln 
IPtlnClpah 1,000.00 

Nedl 13.:17

ro:oo-. 
1-"-· ,--:-'---" II dOuration, g:~~~ I/Totals 1,013.57 

. cAa.an.ATED i :I~ ; REFREsI(itAIucuPs Chl!Ck box" Indiat. the field Is locked for calculation purpo .... 

Pllliiri~""iuLI ~ I timal 
P" Customer Detail 

r Trader Detail 



Benefits of Knight BondPoint 
More efficient trading and fixed income market access for financial services firms 

• 	 Knight SondPoint's electronic fixed income trading solutions provide retail brokerage firms with access to centralized 
liquidity and automated, cost-efficient trade execution services. 

• 	 Knight SondPoint's product suite easily integrates with existing systems, from inventory and order management to 
back office and legacy. Fully automated and STP-enabled, it allows systems to connect across the trade cycle to 
streamline processes and regulatory reporting. 

Available Asset Classes 

Agencies 	 ~ V -V 
.--.1Corporates -.J -V 

Municipals ~ -V -.J 
Treasuries ...J -V -.J 
Certificates of Deposit ~ -V -.J 

Certificates of Deposit 	 V 
MTNs 	 -V 

Structured Products " 






[ndustryl Fin;;mcial 
DiII~d Datel 12-20-2004 

Ratings: Bal/BBB­ O.llv.ryl Book Entry 
·Cii'derJiifOriiiiitIOii':~r··'''··~:~~·.. ' '.' ........ '..... ' 
'~ff.rQuiln~~; ~o~'- R.p'Num~r: 'I~EP123' 
Order Quantltyl 100 I 100 Rep Namel p:;;-­
GSC Dollara: $500.00 Phone Number: I 
[~.~~·;i;· 

1~;:iA:,~<·"~:·:.":·;:~~~~··~::. -·:·~'i::~:"~~~:-.:~:;~~._;~~. 
Accou..t: Na,.. o ..d...Qty btaJI Prb 

i J100 85.997 

Accoultt Namber GSC Points CUl'I"8nt Yield 

,:l;~f~$'~ 

I 0.:500 4.651 

Accaunt type)"l ::--C~5.h~ 

• "- ...._ .._1_,­ _ ""..-"_ 

... ~ 
Knight 

BondPoint ECN ... ~ 

Knight BondPoint Broker Workstation 
Features and Benefits 

Provides access to live 
secondary market trading, new 
issues, reports, analytics, 
portfolio tools and news through 
seamless integration with front 
and back office systems. 

Customizable and configurable 
to support evolving trading and 
business processes. 

Includes customizable 
commission and compliance 
management tools. 

• 	 Allows users to conduct self­
directed searches and price 
discovery from a universe of 
over 110,000 competitively 
priced primary and secondary 
bids/offers 

Eliminates duplicative 
 

processes and increases 
 

operational efficiency 
 


• 	 Access to analytics and tools 
that enable users to create 
tailored investment strategies 
and strengthen client 

[ ... . Rep I (RIA I §!~;pondent I ( Retail Onli~~]
I 	 .. '1'· 1
t r 

l 

Fully customized front-end including product pricing and filters 

Nome 0' Rep 0' Ro<om C"IT.-:- .o!ldted r unSo!l"'ed r..- ­
order Accepted bV Rep "'" ~ O.te Accepted ~ Time Acceptctd ~ 

Coupon I 4.000 

M.a~.~to.:l ..~1:1~.~_~_O~~. 

Pay FrequenCYI Semi-Annual 
Find: Couponl 01-1!'-2005 
call Sch.dul.: Non Call.bl. 

..- ".-

Ordar StAtus, Okay 

Settlement Oat.r 01-05-2010 

" 	 .: . ::~ .""~ ..-'""~: .~.~. "_ ,." .. 
YIItIcI to Maturity PrIncipal 

578.145 $95,997.00 

YiHt to Worst Ikcrued Int. 

N/A .51,888.89 

TobIDo"", 
$97,885.89 

relationships 

http:97,885.89
http:95,997.00











Knight SondPoint Trader Workstation 
Features and Benefits 

One of the largest electronically 
executable fixed income liquidity 
pools, consisting of 110,000+ 
bids/offers from 225+ liquidity 
providers with over 504 unique 
partners executing a trade in 
2010 

Continuously updating dealer 
pricing and market depth 

Build ladders, offering sheets 
and portfolio reports, for sales 
presentations and proposals 

Security analytics, including 
market depth, price calculations, 
bond ratings, call schedules, etc. 

View TRACE and MSRB trade 
information1 

Allocate trades among multiple 
accounts 

Access Trade Blotter for detailed 
current and historical activity 

Comprehensive order 
management, including access 
to audit trails and execution 
reports. Customized order 

The Trader Workstation has advanced functionality specifically designed to 
provide price discovery and fast and efficient electronic execution services to 
trading desks via the Knight SondPoint ECN. 
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Knight SandPoint Distribution 

Numbers as of December 2010 



Knight SandPoint Select Platform Statistics 
 


TO~ 40,802 

Average Daily Offerings and Average Daily Unique CUSIPs are based on Liquidity Providers priced 
offerings made available through Knight BondPoint for September 2011 



Knight SandPoint Select Platform Statistics 

Month - 2011 
YTD - 3rd Qtr 

January 

February 

March 

April 

May 

June 

July 

August 

September 

Fill Rates 

96.80% 

96.92% 

97.42%. 

96.590/0 

97.070/0 

96.97% 

96.01% 

96.28% 

97.650/0 

Month - 2011 
YTD - 3rd Qtr 

January 

February 

March· 

April 

May 

June 

July 

August 

September 

Fill Times* 

27.78 

23.70 

22.21 

24.35 

23.31 

21.10 

23.03 

21.31 

19.03 



Knight SandPoint Growth in ECN Liquidity 
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Knight BondPoint Trades - Buys vs. Sells 

100.00% ,------------------------------------------------­
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Chart represents percentage of liquidity taker trades executed on Knight BondPoint 

Source: FINRA TRACE 



Search Results 

more details, dick on the Issue Description 

r 

_ 80 Aa2/-/ NY HAyeRSIRAWSTONYPOINTNYCENSCHDISISERB 

r 80 SYNCORA PRIM/SECNDRY ED ULT G.O. ALL BONDS Ser 2005, Cont Callable, 
-/-/­ CUSIP: 419578LY3 II 

ID 230 -/AA{AA NY 
r 100 STR/HWYS REV ALL BONDS Ser 2001 Click on icon 

--{-{-­ CUSIP: 6500141TS 1ft to access 

~ CUSIP specific _ 35 Aa3fAA+/WD NY HANCOCKNYCENTscHDlSTSCH __ 
5 FSA ~-.~~-.-~.. .._- ~ ... MumPomts 

r -1-/­

ID 35 Aa3/AA+/WD NY HANCOCK N Y CENT SCH DlST SCH DIST BDS 

r 5 FSA PRIM/SECNDRY ED ULT G.O. ALL BONDS Ser 2009, Non Canable, 
-/-{-­ CUSIP: 4102138El II 

ID 120 -/AA+/ NY SCHOOACKNYCENTSCHDISIFQRSCHD!STBOS 
r 25 AGe PRIM/SECNDRYED ULTG.O. ALLBONDSSer 2008, NonCaHable 

-/-/­ CUSIP: 806891GSO II 
ID 120 -{AA+{ NY SCHODACK N Y CENT SCH DlST FOR SCH DIST 80S 

r 25 AGC PRIM{SECNDRYED ULTG.O. ALL BONDS Ser 2008, Non Callable 
--{--{­ CUSIP: 806891GSO II 

DPCDATA: 

MuniPOINTS' 
C\jekfl."hl 

"'.Ql;lbIe~!,_ 
M~~iOOCS·O"~1M . 

:e'maI'ln><f<'PC1I1 ~DornlNd"CF 

t'.rt~1 D~:e; OS/lSI09 
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Municipal Bond Detail 

Sf DEPT wm RES PWR WTR RES PWR SUPPLY Coupon: 6.000 

&PUB PWR REV AlL BONDS Ser 2002 A, Pre-Refunded 05-01-2012@ 101.000 Maturity: 05-01-2015II 

or y;eld calcul..tion for Pre-Refunded bond" ......umes a workout date of the refunding date if the caD schedule h .... been defeased. calls prior to maturity are considered in the cakulation of price or yield if 
or has not been addressed. 

Type: 

Delivery: 
Dated Date: 
First Coupon: 
Payment Months: 

Price 
104.306 
104.306 

Depth of 
Market 

GSC 
0.000 
0.000 

Pay Frequency: 

Tax Status: 
Call Schedule: 

Find SimUar Bonds 

Y1W 

0.186 
0.186 

Semi-Annual 

Tax Exempt 
NonCallable 

TimeYTM 
0.186 
0.186 

OrderQty: ~ Settlement Date: 110-:06-2011 

Yield To Mat*: 0.186 

Yield To Worst: N{A 

5.752 

Prlndpal: $99,090.70 

Accrued Interest: $2.454.17 

Total Dollars: 5101,544.87 

Material 
Events 

1:I!1211lt£1{lfeJlitD 

Retum_to_SeaLd'!.Re:.ults 

~r---------' 

MSRB 
Trade 

History 


http:5101,544.87
http:2.454.17
http:99,090.70


Municipal Bond Order - Preview 

ICAlIFORNIA ST DEPT WTR RES WTR WTR SYS REV 80S 
Proj CENTRAL VY PROJ Ser SER AD. OlD: 99.563. Non Callabte 

~ 

CA 
Aa1/AM/­

Type: 
Delivery: 
Dated Date: 

FSA First Coupon: 
-/­ Payment Months: 

10lHER MAlERIAL EVENT. POSSmLE REFUNDING OF BONDS. 09/09/2IJ1l :::J 

Rep Number: 

Rep Name: 

$0.00 PI10ne Number: 

Revenue 
Book Entry 
07-tJ7-2005 
12-01-2005 

Coupon: 
Matu1ty: 

Pay Frequency: 
T8XStabJs: 
Cal Schedule: 

, 
CUSIP Blocker 

User Editor 

12-91-2013 

Semi-Annu!!Il 
Tax Exempt 
Non catlable 

order Status: Okay 

settlement Date: 

Point of Sales ­
Allows client 
specified 
questions 
lanswers to be 
captured with 
order details 



MSRB Fact Book Interesting Data Points 

Trade Type and Size, 2006-2010 
Average daily number of trades 

2006 2007 2008 2009 2010 

All TradlS 
Total 33,737 36,437 43.387 41.110 41,643 41,811 41.702 40.056 43.013 

21,023 21,119 19,973 22,241 

7,974 7,981 7,569 7,950 

1,646 1,639 1,639 1,678 

3,402 3,331 3,221 3,321 

5,043 4,923 5,026 5,091 

1,015 972 991 1,002 

600 604 584 618 

1,108 1,134 1,053 1,111 

0-$25,000 13,143 13,925 18,482 20,344 21,090 

$25,001-$50,000 5,815 6,326 8,261 7,901 7,867 

$50,001-$15,000 1,352 1,498 1.119 1,608 1,651 

$75,001-$100,000 3,287 3,668 4,332 3,451 3,318 

$100,001-$500,000 5,622 6,200 6,557 5,047 5,021 

$500,001-$1,000,000 1,414 1,519 1,402 1,046 995 

$1,000,001-$2,000,000 1,001 1,062 879 617 602 

More than S2,000,OOO 2,103 2,239 1,695 1,095 1,101 

Source: MSRB Fact Book 2010 



MSRB Fact Book Interesting Data Points 

Distribution of Customer Trades 
By number of dealers based on number of trades 

40+ Dealers 20.00/0 

21-40 Dealers 9.1% 1-5 Dealers 43.9% 

1t-20 Dealers 11.2% 

6-10 Dealers 15.2% 

2010 

• 

Source: MSRB Fact Book 2010 



MSRB Fact Book Interesting Data Points 

Number of Trades by Months After Sale Date" 2010 

2,500,000 ,------------------------------------, 

2,000,000 
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'0 .. 
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Source: MSRB Fact Book 2010 
 



~ THE SCIENCE OF TRADING 
 

~ THE STANDARD OF TRUST 
 


