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 “We aim to respond  
to private investor 
demand by offering  
a cost-effective, 
transparent and 
efficient mechanism.”
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Order book  
for Retail Bonds

In the current economic climate, investors are  
increasingly looking beyond traditional equity to other 
asset classes as they search for higher yield. And with 
continued uncertainty across the financial markets, the 
security of fixed income instruments, with their regular 
coupon payments providing a steady income stream,  
has proved highly attractive to private investors.

Over recent years, there has been a large surge in retail 
demand for bonds and indications are that the private 
investor appetite for fixed income is significant. The 
Association of Private Client Investment Managers and 
Stockbrokers (APCIMS) have reported that they have seen 
private investor demand for corporate bonds increase 
fivefold since 2008.

With the launch of a new electronic retail bond market, 
London Stock Exchange has responded to private investor 
demand by offering a cost-effective, transparent and 
efficient mechanism for concentrating on-screen liquidity 
and facilitating price discovery in a range of UK corporate 
bonds and gilts.

A wide range of gilts and of ‘retail-size’ corporate bonds and 
supranational bonds (tradable in denominations of £1,000 
or similar) is now available for trading on our electronic  
Order book for Retail Bonds.

Efficiency and transparency in  
trading bonds for private investors

Addressing the 
growing appetite  
for fixed income  “ORB’s launch  

was driven by 
increasing private 
investor focus on 
fixed income and 
strong demand 
for easier access 
to bonds.”
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Investing in  
bonds made easy

Increasingly, private investors are calling for greater access to trading in 
individual bonds and are seeking a market which will provide the liquidity 
and transparency they need to trade in and out of fixed income securities 
as they manage and develop their own investment strategies. 3

factors ensure  
that ORB is 
transparent Overview of the Order book  

for Retail Bonds (ORB)
Developed for the retail market
The ORB offers electronic trading in gilts, supranational 
and ‘retail-size’ UK corporate bonds. Its aim is to help to 
provide corporate issuers with an efficient mechanism for 
distributing bonds to retail investors – helping to stimulate 
new issues of bonds that private investors can invest in  
by providing corporate issuers with an efficient way for 
disseminating bonds to retail investors.

Open and transparent
The new order book brings transparency to the retail  
bond market in three ways: all participants simultaneously 
access executable prices and have equal opportunity to 
trade at the best available price; the price discovery 
process can be seen through our and third-party data 
feeds; and all trading is monitored by our experienced 
market surveillance team and authorities such as the 
Financial Conduct Authority.

Improved liquidity
The centralised trading mechanism concentrates liquidity 
while dedicated market makers provide two-way prices 
throughout the trading day. All other registered member 
participants are also able to enter orders into the book, 
giving traders the opportunity to take or make  
a price in a security.

Simple, efficient and cost effective
Electronic on-book execution and the option to use 
straight-through-processing to the settlement system 
creates efficiencies by publishing trade data automatically, 
instructing settlement in CREST and accruing interest 
payable. And to make it simple, we charge member 
participants a low flat fee per executed order at 90 pence.

Familiar, proven model
Using the familiar SETS model and building on the success 
of London Stock Exchange Group’s MOT market (operated 
by Borsa Italiana) – the most liquid and heavily traded 
retail fixed income market in Europe – we aim to offer the 
benefits of our Italian retail bond market model to private 
investors in the UK.

 “Dedicated market makers provide 
two-way prices throughout the 
trading day.”
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Creating a retail bond  
market in the UK

Many investors currently gain exposure to fixed income markets by buying 
units in managed bond funds, but a growing number of private investors 
are developing increasing knowledge of debt securities and are seeking  
to take a more active role in managing their assets.

The inspiration for a retail bond trading service
A wide range of debt securities have been admitted to our 
markets. In fact there are over 10,000 listed bonds available 
on our systems but up until the introduction of the ORB 
none were traded on our electronic order books. Instead, 
transactions in bonds were typically agreed in the over- 
the-counter (OTC) market between counterparties and  
the details of the trade then reported. This means that  
the secondary market for retail bonds was fragmented and 
private investors found it difficult to access the bonds they 
wanted to include in their investment portfolios.

Accessibility for private investors
The ORB offers electronic trading in gilts, ‘retail-size’ UK 
corporate bonds and supranational bonds, typically 
tradable in denominations of £1,000 or similar. These 
include some of the UK’s most well-known companies  
such as Tesco, Vodafone, GlaxoSmithKline, BT and Marks  
& Spencer.

Under the Prospectus Directive, the regulatory  
regime distinguishes between ‘wholesale’ bonds, which 
are tradable in units of £100,000 or greater and ‘retail’ 
bonds tradable in smaller size, often in denominations 
of £1,000 for example. Currently the vast majority  
of bonds issued in the UK are ‘wholesale’ bonds and 
are therefore not accessible to most private investors 
because of the large size of the denominations in 
which they must be traded. In developing the retail 
bond order book we selected an initial pool of 
‘retail-friendly’ securities from the existing range  
of listed bonds on our markets. Since then, a wide 
range of UK companies have issued retail bonds 
directly onto ORB, widening the offering of retail-
denominated fixed income securities available to 
private investors.

typical trading 
denomination on 
ORB dedicated 
issues

 £100

 3
categories of bonds  
on ORB: gilts, corporates 
and supranationals
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 —  An electronic order-driven model similar to SETS and 
Italy’s successful MOT retail bond market.

 —  Dedicated market makers are committed to quoting 
two-way prices in a range of retail bonds throughout the 
trading day. Additionally, all other registered member 
participants are able to enter orders into the book.

 —  Private investors are able to see prices on-screen and 
trade in bonds in a similar way to how they currently  
do for shares.

 —  The trading day starts with an initial opening auction  
at 8.00am followed by continuous trading until market 
close at 4.30pm.

 —  All market participants are able to use limit orders  
and market orders. Market makers are additionally able 
to enter named, electronically executable quotes.

 —  The minimum price movement for all order book  
bonds is standardised at 0.01 (one penny).

 —  The lot size for each bond in the order book’s UK 
Corporates segment reflects the trading denomination 
specified in the particular bond’s prospectus 
documentation (this typically varies between £100 and 
£10,000).

 1p

minimum  
price movement  
for all order  
book bonds

The order book offers an open  
and transparent market structure  
for trading in retail-size bonds.

 —  All securities in the UK Gilts segment have a  
standard lot size of £1 and can be traded in multiples  
of whole pounds.

 —  Trade data on electronic executions are fed into our 
post-trade router which calculates the accrued interest 
payable and instructs settlement in CREST on behalf  
of the counterparties.

 —  All order book trades are trade reported automatically 
and published immediately.

 —  London Stock Exchange charges its direct participants a 
flat fee of 90 pence per executed order.

Building on established models
The ORB has been designed to replicate the main features 
of our established Italian electronic bond market, MOT, 
operated by Borsa Italiana, whilst reflecting particular 
aspects of the UK market structure. The Borsa Italiana MOT 
market segments comprise the most liquid and heavily 
traded retail fixed income markets in all of Europe. In 2012, 
there were over 6.5 million trades executed on DomesticMOT 
and EuroMOT market segments representing total annual 
turnover of over €326 billion. At the end of 2012, there were 
over 1,100 bonds listed on the Italian electronic market.

 “All market participants are able to 
use limit orders and market orders.”

Key features
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UK retail bond market structure

Trading services Segment code Segment description Sector code Sector name

Order book for  
Retail Bonds

UKGT UK order book Gilts UKG1 UK order book Gilts 1

UKG2 UK order book Gilts 2

UKCP UK order book Corporate 
and other bonds

UKC1 UK order book Corp bonds 1

UKC2 UK order book Corp bonds 2

UKC3 UK order book Corp bonds 3

UKD1 UK order book corp bonds Dirty priced

UKS1 UK order book Supranational bonds

INCP International Corporate 
and other bonds

INC1 ORB International Corporate and other bonds 1

INC2 ORB International Corporate and other bonds 2

INC3 ORB International Corporate and other bonds 3

Our UK retail bond order book comprises three trading 
segments, which are accessible via our trading platform:

 — UKGT – UK Gilts

 — UKCP – UK Corporate and other bonds

 — INCP – International Corporate and other bonds.

Main Market
EU-regulated market

Sterling denominated  
corporate bonds

Order book for Retail Bonds (ORB)
Settlement in CREST

UK government bonds

Listing market

Trading service

Trading platform

Trading segment

 3
trading segments 
accessible via  
our platform

Each of these segments is subdivided into sectors as 
illustrated above. The various sectors reflect the maximum 
spreads allowable and the price monitoring parameters  
in place for each group of securities. Participants are able 
to enter orders to execute electronically against named 
market maker quotes (aggressive execution) or enter their 
own orders onto the order book (passive execution). Market 
maker quotes have maximum spread and minimum 
volume requirements. Minimum volumes are a multiple  
of the lot size set for the security.



Accessing the order book
There are many ways through which a member firm can 
access the liquidity available on the ORB:

 —  Directly through the Exchange’s fully resilient IP 
managed network, Extranex

 —  Indirectly through a Vendor Access Network (VAN)  
or Network Service Provider (NSP)

 —  Within our hosted environment where member firms 
can co-locate their servers within our own data centre.

The service is also available to non-members via:

 —  Member Authorised Connection (MAC), whereby London 
Stock Exchange members provide non-members with 
direct technical connection to our order books

 —  Direct Market Access (DMA), whereby London Stock 
Exchange Members directly submit customer orders  
to the order book via their own systems.

Members wishing to access the ORB’s trading segments 
must submit a static data form to establish settlement 
arrangements for each trader group being used. A list  
of market participants is available on our website.

Settlement
Except for bonds in dedicated dirty price sectors, all order 
book trades are executed on a ‘clean’ basis (i.e. excluding 
accrued interest).

Our post-trade router is available for trade data to be fed 
into X-TRM which calculates the accrued interest payable  
and instructs settlement in CREST on behalf of the 
counterparties. All settlement of order book trades take 
place within CREST unless arrangements are made for 
trades to settle in an alternative venue.

Accrued interest is calculated for all electronic transactions 
on the basis of the following day count conventions:

ACT/ACT

ACT/ACT ISMA

ACT/360 ISMA

30E/360 ISMA European

ACT/365

The standard settlement timetable for securities in the  
UK Corporate and other bonds segment is T+3. In keeping 
with existing arrangements for gilt-edged securities, the 
settlement timetable for securities in the UK Corporate  
and other bonds segment is T+3.
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Access and settlement

 T+3
standard settlement 
timetable for UK 
Corporate and  
other bonds
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Stimulating retail 
bond issuance

The electronic Order book for Retail Bonds has already generated significant interest from  
a wide variety of market participants. While it is dedicated to meeting the fixed income needs  
of private investors, it is the diversity of customer types who see opportunities in this new 
market that offers the key to its success as the electronic order book provides a transparent  
and efficient mechanism for bringing these different customers together.

The benefits of extending transparency and liquidity in 
retail-size fixed income securities have opened up the 
market to private investors who were previously excluded 
from the bond market – facilitating new flow for private 
client brokers and opening up new pools of capital for 
issuers seeking access to large pools of retail liquidity.

 “The development of a liquid, transparent secondary 
market for retail bonds brings into focus the benefits 
of retail issuance programmes as an additional source 
of funding for companies wishing to raise capital  
from a wider pool of investors.”
Pietro Poletto, Head of Fixed Income, 
London Stock Exchange Group

ORB’s experience has been extremely successful in 
stimulating increased retail-size issuance of corporate 
bonds from a wide range of companies, including both 
FTSE 100 and smaller unlisted companies.

In a similar way, the UK electronic order book provides 
exciting new opportunities for corporate issuers wishing  
to offer retail bonds to UK investors in a cost-effective and 
efficient way. A UK company, for example, can issue a bond 
tradable in units of £1,000, or even £100 and private 
investors are able to buy this bond in the electronic market 
as continuous two-way tradable prices would be provided 
by dedicated market makers.

Listing and admission to trading
All securities admitted to trading on the ORB are London-
listed securities admitted to our EU-regulated Main Market. 
This ensures a high level of regulatory oversight and offers 
the benefits of the transparency afforded by the disclosure 
and continuing obligations regimes.

In the UK, listing a bond is completed through  
a two-stage process:

Listing – admission to the UK Official List, managed  
by the UK Listing Authority (UKLA); and

Admission to trading – admission to London Stock 
Exchange’s markets managed via our Admissions team.

Our Admissions team require the following  
documentation before a bond can be admitted  
to trading on the Main Market:

 —  Electronic copy of prospectus/pricing supplement/ 
final terms documentation

 —  Copy of relevant board minutes

 —  Copy of regulated information service, e.g. RNS, 
announcement relating to the admission

 —  Written confirmation of the number of securities  
to be issued

 — Completed Exchange Form 1.

New flow for private 
client brokers, new 
capital for issuers
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Markets and dealing
Market for listing bonds
London Stock Exchange provides two markets for  
listed bonds. The eligibility requirements for both markets 
require that a bond has a minimum value of issue of 
£200,000, that the security is freely transferable and that 
all securities of the same class are to be listed.

The Professional Securities Market is a specialist market 
aimed at issuers wishing to access wholesale investors  
only. It is regulated by London Stock Exchange and offers 
greater flexibility in terms of listing requirements and 
ongoing regulatory obligations. Its bonds are not eligible 
for trading on the electronic Order book for Retail Bonds.

The Main Market is an EU-regulated market, offering the 
highest level of transparency and regulatory oversight.  
It caters for both wholesale and retail bonds. Only 
securities admitted to the Main Market are eligible for 
admission to trading on the ORB. When admitting retail 
bonds to trading on London Stock Exchange, the issuer 
must request that the bonds be admitted to the electronic 
order book as the default location for Main Market bonds  
is a standard trade reporting only market segment.

When Issued dealing
Often called ‘conditional’ dealing, When Issued dealing  
is a period of dealing with deferred settlement, which 
typically takes place in securities that are due to be listed 
or admitted to trading on one of the Exchange’s markets.

Trades during the When Issued period are conditional  
on the security being listed and can only settle once this 
has taken place. In the event the security is not listed, all 
transactions effected during the period of When Issued 
dealing are declared void.

When Issued is often see as a useful way to provide price 
formation ahead of the date of actual listing.

Applicants should note that the Exchange may refuse  
an application for When Issued dealing where the 
documentation is received late or is incomplete.

If you would like to discuss this further please contact  
the Admissions team on +44 (0)20 7797 4310 or email 
admissions@lseg.com

 3
eligibility 
requirements



Useful contacts
Listing
UKLA Global Debt Group
Telephone +44 (0)20 7066 8333 (option 6)
listingapplications@fca.org.uk

Admission to trading
LSE Admissions Team
Telephone +44 (0)20 7797 3921
admissions@lseg.com

Market partners
We are working with a select number of partners to  
support the development of the UK’s retail bond market. 
Retail bond issuers, dedicated market makers and 
specialist private client brokers providing access to  
the electronic order book may display a special  
partner logo. Additionally we publish details of these 
partners on our web site and in our marketing and 
educational material.

Further information
Full details of the new electronic Order book for Retail  
Bonds are available on the London Stock Exchange website 
at www.londonstockexchange.com/retail-bonds

If you would like to know more about this new trading 
service or are interested in becoming a market partner, 
please contact:

Order book for Retail Bonds
Fixed Income
London Stock Exchange
10 Paternoster Square
Telephone +44 (0)20 7797 3921
bonds@lseg.com



London Stock Exchange plc
10 Paternoster Square
London EC4M 7LS
Telephone +44 (0)20 7797 1000
www.lseg.com
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