i

6

The Hive Mind Guide To:
Al In Fixed Income Trading

In collaboration with

LT

By Liam Heraty
Director of Product, The Finance Hive

Drawing together cutting-edge insights from The Finance Hive
Community, with a dash of benchmarking and a healthy dose
of practical tips to help you elevate your brand story
through customer-led content.



The Problem

Al has become one of the most significant forces shaping trading workflows
today. For fixed income desks, the challenge is no longer whether Al has
potential, it is how to integrate it in ways that deliver measurable impact
without disrupting workflows.

The fixed income market's complexity and fragmentation mean traditional
electronic solutions often fall short. Liquidity is uneven across asset classes: US
Treasuries are data-rich and increasingly electronic, while high yield, munis,
and emerging markets remain voice driven and opaque. Al offers the
opportunity to bridge these gaps by assessing liquidity and refining execution
strategies before the trade, routing intelligently during the trade, and
evaluating performance after the trade through smarter analytics.

Yet this transformation is not straightforward. Difficulty accessing data easily
means Al adoption requires more than just technology. It is not a quick fix, it
requires a clear strategy, ongoing investment, and cross functional buy-in to
deliver results.

Community Insight: “We see Al as
a fundamental transformation, not

a passing trend, but progress
depends on data and integration.”
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Challenges

Data Gaps and Quality

Al thrives on large, high quality datasets. For
fixed income, this is a stumbling block. llliquid
bonds may trade once or twice a year, making
reliable training data scarce. Even in more
liquid products, data is fragmented across
venues, RFQ platforms, and chats. Without
consistent, standardised datasets, models risk
being biased or irrelevant.

Workflow Integration

Al initiatives risk becoming disconnected
pilots if not embedded into front to back
workflows. Legacy OMS and compliance
systems create barriers. Traders want tools
that integrate seamlessly into existing EMS or
chat systems, providing actionable insights
without forcing workflow disruption.

Internal Buy In

Even the most sophisticated models fail if
traders and decision-makers don't trust them.
Building confidence requires education,
transparency, and early involvement of
trading desks in model design. Without this,
Al will be perceived as a black box
experiment, not a desk-enhancing tool.

Explainability and Regulation
Regulators and compliance teams demand
clear audit trails. Al models that cannot
explain their decision making process will stall
adoption. With Al regulation advancing in the
US, EU, and Asia, firms must prepare for
increased scrutiny over how Al outputs are
created and how they are influencing
execution decisions

Cost versus ROI

The build versus buy debate is acute in fixed
income. Bespoke builds offer control but
come at high cost. Off the shelf solutions can
be faster to deploy but may not capture the
nuances of specific products and workflows.
With budgets under strain, desks want to see
tangible efficiency or liquidity gains before
committing.

Community Insight: “Integration
challenges can be solved through
interoperability layers. Building Al
into workflows, not around them,

Is where adoption succeeds.”




The Al Lifecycle Current \

Trends

Al's role on the trading desk, and the current /
trends of adoption is best dissected across the

lifecycle of a trade itself: before, during, and

after execution.

Before the Trade: Liquidity Discovery and Prediction

Al is increasingly used to anticipate liquidity. Models predict which dealers are
most likely to respond to RFQs, and by applying data science and Al to identify
an optimal subset of dealers for an RFQ, traders can minimise market impact
and execute larger trade sizes more efficiently than by sending the RFQ to a
broad group. Al models can help assess when markets are deep enough to
support large trades, and where pricing confidence is strongest.

* NLP (natural language processing) tools are scanning research, chat data,
and macro news to provide contextual signals.

* Workflow example: An Al assistant highlights three dealers with the highest
fill probability for an EM bond RFQ, pushing suggestions directly into the
trader's EMS.

Community Insight:

Over half of desks across our community are actively
exploring Al for liquidity prediction, but fewer than
one in five have integrated such tools into live
workflows.




During the Trade: Execution Current
Logic and Smart Routing Trends

Execution algorithms are becoming /
more adaptive. Al is being layered on
top of smart order routers to ]
dynamically adjust strategies in real Community Snapshot

time, considering depth, volatility, and only a small minority of firms are

information leakage. currently testing Al driven

adaptive routing, but over 70

. _ . percent identified it as a top three
detects slippage risk mid trade and area of interest for future

automatically re routes part of the investment.
order to a different venue.

* Workflow example: An Al model
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Continuous Improvement
Around two

thirds of desks Al is reshaping post trade workflows. TCA is no longer

are . static reporting, it is evolving into a live feedback loop.
experlmentmg

with Al . : :
enhanced TCA - Firms are using anomaly detection to flag unusual

to improve post slippage patterns or identify missed liquidity.

trade analysis,

but fewer than - Compliance is benefiting from Al enabled audit trails,
a quarter have where decision rationales are documented

yet linked those .
insights back automatically.

into pre trade
decision - Workflow example: A post trade Al system shows

making. that a counterparty consistently underperforms on
pricing. The model updates pre trade dealer rankings
accordingly.




LTX Case Study CASE

The Challenge

A portfolio manager needs to rebalance an investment-grade fund. The target is
clear: add exposure in telecommunications with a five-year bond that yields at
least 4%, is rated BBB or better, trades more than $20mm a week, and is index
eligible. Traditionally, this would mean around forty minutes of screening and
spreadsheet work.

How Al Makes a Difference

Using LTX's BondGPT application, the portfolio manager uses natural
language to ask for a list of bonds that meets their criteria. They get
their answer within seconds in the form of a list of bonds that meet
their criteria with pertinent data such as tenor, rating, coupon, and
yield, complete with similar bonds, relative value insights, and liquidity
context data. The portfolio manager is shown the sources from which
BondGPT derived these results, in this case Broadridge Security
Master data, credit ratings data, TRACE data, and index data.

Alongside the results is a button that says Show Your Work.
Clicking it provides a step-by-step breakdown of how BondGPT arrived
at its answer. In this case, it started with the entire universe of bonds

in the Security Master list, identified bonds in the telecommunications
sector, found current yields and pinpointed bonds yielding 4% or
higher, sorted by tenor to find bonds in the five-year range, looked up
index-eligible parameters and rejected bonds that could not be
included. The final steps were sourcing TRACE data for traded volumes
greater than $20mm weekly average and then sorting by rating.

Confident in the results, the portfolio manager chooses a bond and
passes the trade to the execution trader. The trader reviews the pre-
trade analytics within BondGPT to evaluate liquidity, using patented
similar bond technology to quickly identify an even more liquid,
higher-yielding alternative from the same issuer, helping solidify the
trader’s bond choice. Leveraging the patented Dealer Strength Scores
within BondGPT, which incorporates dealer axes, historical activity,
price quality, and behavioural patterns, the trader pinpoints the
optimal subset of dealers for their RFQ and confirms execution.



LTX Case Study CASE

STUDY

Why it matters

Informed Decision-Making: One of the biggest challenges that
corporate bond market participants face today is that they possess a
huge and rapidly expanding volume of data, but it is nearly impossible
to collect, process, and apply it fast enough to inform real-time trading
decisions. That is a problem tailor-made for Al, which can instantly
analyze the full universe of available data to create detailed profiles for
every bond - both within a portfolio and across the market. Instead of
manually scouring market data terminals for pricing and other bond
data, a trader can use natural language to simply ask the application
about characteristic-based bond discovery, relative value, price and
volume history, counterparties, and available liquidity.

Speed: In a matter of seconds, the portfolio manager and trader
received a response to complex bond-related questions, incorporating
data from many different sources, that would have taken an estimated
40 minutes to obtain manually. Al tools drive productivity and free up
time to focus on generating new opportunities.

Accuracy: In trading, accuracy isn't optional. A single faulty output can
translate into financial loss, compliance breaches, and erosion of client
trust. Traders need Al tools that are not based on curated data, but also
transparent and explainable, so they can see exactly how every result
was derived before acting on it.



Pitfalls

Where do Hive Members see traders coming unstuck in terms of rolling
out Al in Fixed Income trading? They flagged a few key areas where

they’ve seen mistakes being made:

* Over reliance too soon: Al should begin as decision
support, not full automation.

e Poor explainability: Non transparent models risk rejection
by compliance and regulators.

¢ Underestimating change management: Traders must be
trained and engaged, not bypassed.

e Static models: Without retraining, models quickly become
obsolete in shifting markets.

Community
Insight

“The biggest pitfall
is thinking Al is set
and forget.

Without constant
monitoring,
models quickly
lose relevance.”




The Al Adoption Curve in
Fixed Income

Most firms are still in
early phases of Al
adoption. Stage 1

Efficiency Tools

Al assists with workflow
automation such as
summarising chats,

pre trade compliance checks,
and RFP
responses.

Stage 2 Stage 3

Liquidity Prediction and Adaptive Execution
Counterparty Seection

Al begins to dynamically
Models anticipate dealer adjust routing and

responsiveness and execution in flight.
liquidity availability.

Stage 4 Stage 5
Continuous Learning  Autonomous Execution

TCA insights feed directly
back into pre trade models
for a closed loop system.

Al executes low touch
trades in liquid markets
with minimal oversight.

Community Snapshot

The majority of desks are
still in Stage 1 or Stage 2.
Very few are experimenting
beyond Stage 3.




Practical Use Case Scenarios

Scenario 1 (Pre trade)

A trader preparing a large EM bond trade uses Al to
predict the three most responsive counterparties. The
model highlights timing windows where liquidity is
deepest, reducing time wasted on failed RFQs.

Scenario 2 (During trade)

Mid trade, an Al enhanced router identifies slippage risk
and diverts half the order to a different venue. The result
is reduced market impact and improved execution
quality.

Scenario 3 (Post trade)

TCA feedback shows counterparty underperformance.
The Al model updates future dealer rankings and
provides compliance with a clear audit trail.
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Technology and Data Readiness

Check
List

~

Is your EMS capable of consuming Al
signals?

Are your data feeds standardised,
cleaned, and stored centrally?

Do you have sufficient historical
trade data to train models?

Can Al outputs be easily integrated
into OMS/EMS and compliance
systems?

Is compliance engaged in reviewing
and documenting model decisions?

=

The Cultural Dimension

e Trader trust: Al must be introduced gradually
through shadow pilots (Al operating
alongside humans rather than replacing

them, learning in real time) and transparent
reporting.

e New sKills: Traders will increasingly need data
literacy to interrogate model outputs.

e Role evolution: With Al reducing manual

processes, traders can focus on higher value

execution, relationship management, and

strategic allocation.
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ROI and Metrics

Al's impact must be demonstrated through
measurable outcomes:

e  Execution Quality: Spread capture and
slippage reduction. Example: one buy
side firm reported a 30 percent
improvement in hit ratios on RFQs
using Al dealer prediction.

e Efficiency Gains: Hours saved on
compliance checks and dealer
selection.

e Liquidity Access: Improved response
times and broader counterparty
coverage.

e Adoption Rates: Percentage of trades
influenced by Al signals.

e Compliance Confidence: Transparent
audit trails reduce regulatory friction.

Community Snapshot

Efficiency and cost reduction remain the
top cited goals for Al adoption, but desks
are increasingly measuring success in
terms of expanded liquidity access and
improved execution quality.
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What Next for Al on the Desk?

I

Future Horizon

e Convergence of analytics: Pre trade and
post trade data will merge into single Al driven
workflows.

e Al copilots: Traders will use Al assistants that consolidate
chat, pricing, and compliance checks.

e Protocol innovation: Al could accelerate adoption of new
market protocols such as portfolio trading and all to all
liquidity.

e Generative Al: New possibilities in research,
summarisation, and cross asset insights.
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Taking the Next Steps

The path to Al

adoption in fixed
Where to Start income is

e |dentify a narrow workflow pain point such as incremental.
liquidity prediction or post trade analysis. /
e Pilot with a small trader group before expanding.

Who to Involve

e Trading desks, quants, compliance, IT, and data
governance must align early.

How to Pilot

e Run Al tools in parallel to live trades and
benchmark against current workflows.

How to Measure

e Compare fill rates, slippage, compliance overrides,

and time saved on manual tasks.
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About The Finance Hive

Htve The Finance Hive brings buy side heads of trading
together to soundboard, benchmark, and collaborate.
By creating trusted peer environments, we enable
trading leaders to shape workflows, identify solutions,
and share best practices.

x About LTX

LTX is an e-trading platform that helps corporate
bond market participants trade smarter, combining
powerful artificial intelligence with innovative trading
protocols to improve liquidity, efficiency, and
execution. BondGPTSM s L TX's award-winning
generative Al application for corporate bond trading.

Disclaimer: This report has been prepared for informational and educational purposes only and does not
constitute, and should not be construed as, financial, investment, legal, tax, or other professional advice.
Examples of how BondGPT, a data analytics tool, works are provided solely for illustrative discussion. No
representation or warranty, express or implied, is made as to the accuracy, completeness, timeliness,
reliability, or suitability of the information or outputs generated by BondGPT. BondGPT is updated daily
and utilises data from third party providers including ICE Data Pricing & Reference Data, LLC. For more
information visit https:/AMmww.broadridge.com/legal/legal-statements.




