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Electronification is set to grow in MBS markets
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Executive Summary:

The vast majority of TBAs are
traded electronically,

setting the stage for
e-trading growth in other
mortgage products

The U.S. mortgage-backed securities (MBS) market is one of the largest and most liquid in the world. At the
end of Q3 2024, $1.1 trillion MBS securities were issued—a 12.5% increase year over year. To put that figure
in perspective relative to other fixed-income markets, $1.6 trillion in U.S. corporate bonds and $3.5 trillion in
U.S. Treasury securities were also issued over the same period. MBS accounts for roughly 13% of all U.S. bond
issuance.

From a trading vantage point, MBS products represent almost a quarter of the average daily volume of U.S.
fixed-income trading. Although some products within the asset class are notoriously illiquid, and trading
mechanisms are in need of modernization, tides are changing as investment professionals and traders alike
embrace more electronification. This is particularly true in the trading of certain over-the-counter (OTC)
mortgage products, such as specified pools, commercial mortgage-backed securities (CMBS), collateralized
mortgage obligations (CMOs), asset-backed securities (ABS), and other areas where risk transfer has
historically happened over the phone or via chat.

Fixed-income electronic trading has been evolving in dribs and drabs. For instance, only one-third of
investment-grade corporates were traded electronically in 2020 versus about half today. We expect a jump in
MBS electronification in the next few years motivated by similar forces—efficiency, enhanced transparency
and evolving TRACE reporting requirements. Further, trading venues are improving their offerings to enable
portfolio managers (PMs) and traders to create more streamlined workflows and electronify the trading
process. These catalysts, coupled with buy-side demand for electronic liquidity and new liquidity
providers—both bank and nonbank—ensure future progress.

Methodology:

Between September and November 2024, Crisil Coalition Greenwich interviewed a total of 39 U.S. buy-side
mortgage market participants to better understand the drivers of decision-making tied to the electronification
of MBS markets. The majority of responses came from professionals working at asset management firms, with
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experts hailing from hedge funds and insurers making up the balance. Data and insights from Tradeweb, a
multidealer platform, were also analyzed to better understand market liquidity and participation.

Assets under management (AUM) varied across participants. Looking across firm types, the distribution of

roles was tilted toward portfolio managers, with traders and heads of trading accounting for about one-third of
participation.

Respondents
Firm AUM Respondent
type role

B Asset manager B $501-999B B Portfolio manager
Hedge fund $101-5008B Trader
B Insurance B $1-100B B Head trader
W $101-999M I Other front office

Percentage of mortgage product use by product

55% 53%,
47% £5%,

CMBS CMOs ABS Specified TBAs Other
pools mortgage
product

Mote: Based on 39 respondents. Numbers may not total 100% due to rounding.
Source: Coalition Greenwich 2024 Mortgage Electronic Trading Study
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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
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.
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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.
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