BIZWORDS OF THE YEAR – 2008

Among recent contributions, from readers of my column in British Airways Business Life and others, have been several contenders for 2008’s Bizword of the Year. Unsurprisingly the language associated with crunch and meltdown (the result of last year’s ninja loans – from ‘no income, no job, no assets’ - and subprime mortgages) features large, like the now familiar shorting and adjectives-of-the-year toxic (assets/debt) and distressed (securities). Friends in the City nominated panic-related terms de-leveraging (or more crudely, paying back what you shouldn’t have borrowed); hedge fund redemptions (more forced paybacks) and sizedowning, their fairly risible attempt to avoid saying downsizing. With the Large Hadron Collider switch-on coinciding with market turbulence, black holes were on everyone’s mind: even pre-turmoil the electronic markets had started talking about the dark side and the light side to distinguish between covert, or transparent, trading practices. Dark pools are platforms that completely bypass the Big Boards - the main exchanges and their displays - in off-market deals, and don’t publish stock quotes either. So-called algorithmic trading, also known as algo, automated, black-box, or robo trading uses computer algorithms rather than human agency to determine key aspects of orders such as timing, price, or even final quantities, while dark algorithms actually disguise the order.
In the wider business world traditionally absurd management-speak hasn’t gone away, as witness nominations ‘Let’s chuck it on the seed tray and see if the budgie bites’, and the macho big dogs - long grass (short for ‘If you want to run with the big dogs, learn to p*** in the long grass.’) A gentler phrase sent in by Nick D. is ‘on a nice-to-know basis’, used when people are copied in not because their input is essential but just because they might be interested.

Other instances of linguistic silliness reported by readers included Nestlé’s problems with sensory profile reproducibility – in plain English they couldn’t get the flavour of the pesto sauce right. Self-confessed cynic Edward Posen noted a well-known supermarket chain’s distinction between ‘aggressive’ and ‘non-aggressive tax-planning’. As a High Court judge riposted, ‘I’m grappling with the notion of passive tax avoidance.’ Andrew Gaines enjoyed another fashionable euphemism, recalibrating, as in Jeremy Clarkson and others’ successful ‘recalibration’ of their already eye-watering salaries. Gatwick Airport inflicted shoe repatriation on us and rail operators substituted low adhesion issues for their usual ‘leaves on the track’ excuse. Paul Robb and Claire Henning were amused by the latest offerings from the male fashion sector: engineered garments which, if so discreet as to pass unnoticed, are said to be stealth-smart.

Long-established buzzwords may re-surface, as with face-time. What exactly does it mean? asked my MBA students at London Business School who had come across two seemingly quite different usages: ‘get some face-time’ refers to face-to-face contact or conversation as opposed to communicating electronically, while ‘put in some face-time’ means just being visibly present even if not actually doing anything.

More seriously Nick Rosen pointed to The Grid, the new name for the next generation Internet, and two related terms that may turn out to be 2008’s most significant: off the grid means living under the (political and corporate) radar, beyond surveillance, eschewing ID and credit cards, while (going) off-grid, the concept of the moment, is unplugging from utilities and becoming self-sufficient.
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More positively,

Dark pools, to put it simply, are essentially trading platforms and exchanges that match block institutional orders, bypassing the main exchanges completely in off-market deals, and don’t publish stock quotes. The geeky jargon in the circuit is primarily because it’s been made possible by increasingly sophisticated technology like algorithmic trading tools. They guarantee absolute anonymity and secrecy to buy-side traders worried about revealing their strategies, accesses available liquidity outside the exchanges, and is only reported to the light side post-trade. It is, of course, all intensely regulated and painstakingly legal — dark pools have taken off in Europe only after the introduction of MiFID, which discourages internalisation of trades, and regulation NMS in the US. A consortium of major banks, including Citigroup, Goldman Sachs, Deutsche Bank, Merrill Lynch, UBS, Morgan Stanley and Credit Suisse, are due to launch Turqoise, a pan-European dark pool trading platform come September.

In electronic financial markets, algorithmic trading, also known as algo, automated, black-box, or robo trading, is the use of computer programs for entering trading orders with the computer algorithm deciding on certain aspects of the order such as the timing, price, or even the final quantity of the order. It is widely used by hedge funds, pension funds, mutual funds, and other institutional traders to divide up a large trade into several smaller trades in order to manage market impact, opportunity cost, and risk. It is also used by hedge funds and similar traders to make the decision to initiate orders based on information that is received electronically, before human traders are even aware of the information. Algorithmic trading, says one study, will account for more than 50% of all shares that change hands in the US by 2010.

Smart order routers, which most traders now use as a given, do exactly what the name suggests, scan multiple options and sources of liquidity and routes your order through to the best price.

Dark algorithms allow disguised orders to be matched electronically without going through the Big Board, or letting any-one else know what you’re up to.
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