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This document aims to provide 

transparency, accountability and 

an insight for clients, their advisers 

and consultants on how Northern 

Trust Global Investments (NTGI) 

conducts its business.
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1. INTRODUCTION

We encourage you to review this document to 

understand our business in a way that demystifies 

asset management practices. You may wish to compare 

our transparency with other asset managers.

This document applies to Northern Trust 

Global Investments Limited (NTGIL), and for the 

avoidance of doubt to transitions management, where 

the contracting party may be Northern Trust Global 

Services Limited and The Northern Trust Company, 

London Branch. This paper contains information 

on NTGI’s approach to best practice for: 

n Order execution policy (monitoring, broker 

review/commissions, research)

n Venues and methods of execution

n Regulatory and IMA disclosures

n Management of conflicts of interest/ inducements

n Corporate governance arrangements

We believe our transparency, execution policies, 

trading policies and disclosure policies are all set to 

very high standards. These practices are integral to 

our core values and of our investment philosophy.

2. INVESTMENT PHIlOSOPHy

Northern Trust was founded more than 120 years 

ago on the principles of service, expertise and integrity, 

values that continue to guide our conservative and 

successful investment philosophy today.

We believe optimal investment management 

requires effective integration of transparency, 

cost, professionalism and risk practices.  This is 

achieved by integrating market experience (buy 

and sell side trading expertise) with technology, a 

global investment platform, a strong risk and 

compliance function and a dedicated client service 

team. This strong combination is the basic 

foundation that enables NTGI to successfully 

manage to bespoke guidelines and deliver on your 

investment goals.  We are confident that these factors 

as well as our commitment to our clients and our 

high level of transparency will continue to 

position NTGI as a long-term market leader.

The following sections illustrate our commitment 

to transparency in all that we do.

3. INVESTMENT PROCESS

Risk management is integral to our investment 

process and forms the foundation from which we 

deliver your investment goals. Underpinning our 

investment process and methodology are six core risk 

mitigation controls that we believe are central to the 

sustainability and transparency of our foundation.

Ultimately, Northern Trust’s objective is to meet 

our clients’ needs and goals. The example below 

demonstrates a number of facets from our investment 

process that are layered on top of our risk mitigation 

measures and control factors.
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4. ORDER ExECUTION POlICy

Purpose

NTGI has put in place arrangements that take all 

reasonable steps to consistently obtain the best 

possible result when executing client orders or 

receiving and transmitting client orders for execution.

To ensure the utmost transparency and 

protection to you, we disclose full details of our 

trading arrangements, monitoring and review 

process in our Order Execution Policy. This 

document is available from your dedicated 

relationship manager on request. 

Scope

The Order Execution Policy has been in place 

since 1 November 2007 for investment-related 

services that NTGI provides to professional clients 

in relation to financial instruments as defined by 

MiFID. The NTGI Order Execution Policy applies 

to all Northern Trust entities in the United Kingdom 

whom may execute orders on your behalf, or any 

affiliate to who it may transmit your order for 

execution, irrespective of that affiliate’s jurisdictional 

location. For avoidance of doubt, the policy includes, 

but is not limited to, equities, fixed income, money 

market transactions, forward foreign exchange (FX), 

derivatives, repos and reverse repos, and security 

loan transactions.

5. ExECUTION FaCTORS

NTGI will manage client executions with regard 

to execution factors including, but not limited to, 

the following:

n Price

n Costs

n Speed of execution

n Likelihood of execution

n Speed of settlement

n Likelihood of settlement

n Size of the order

n Nature of the order

n Any other consideration relating to the 

execution of the order

NTGI will consider the relative importance 

of each factor based on the experience of its 

investment professionals and available market 

information. Price, cost, liquidity and market impact 

will usually merit a high relative importance for all 

instruments being traded. There may, however, be 

circumstances where specific characteristics drive 

the trading methodology and selection of execution 

venue. These include but are not limited to:

n The client’s characteristics

n The characteristics and nature of the order 

placed on your behalf

n The characteristics of the financial instruments 

that are subject of that order

n The execution venues to which the order can 

be directed

6. ExECUTION VENUES aND 
METHODS OF ExECUTION

In selecting the most appropriate execution 

venue or trading method, including instances in 

which an underlying counterparty will determine 

the execution venue for an order, our experienced 

teams will choose venues that we reasonably believe 

will enable us to achieve the best possible execution 

result for your orders. Factors we consider include 

but are not limited to: 

n The venue’s order execution ability

n Liquidity constraints

n Available market information

n Speed of execution

n Cost and counterparty risk
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Due to the complexity of financial instruments and 

diversity of the markets in which we operate, the 

priority we place on execution factors may vary. It is 

largely driven by the instrument being traded and the 

investment objective of the fund or client mandates. 

For example, obtaining the best possible 

execution result in the over-the-counter short 

duration fixed income markets will ordinarily 

depend on available liquidity, followed in importance 

by price. In other markets, high levels of price 

volatility may mean that speed of execution is the 

most appropriate execution factor; where there is 

no or limited liquidity, a successful execution 

may constitute us achieving the best possible 

execution result for your order. 

In order to achieve the best possible execution 

result, we may adopt one or more trading methods 

or execution venues to satisfy the order. As a 

consequence, there may be occasions where we will 

execute your orders outside of a regulated market 

(RM) or multilateral trading facility (MTF).

We will endeavor to exercise the same standards 

and operate under the same processes across the 

different markets and financial instruments in 

which we trade on your behalf.

Methods of Execution

Subject to the prioritisation of execution factors 

and criteria, the following are examples of the trading 

methods that will be utilised as and when appropriate:

n Negotiation with a broker via telephone or 

electronic system or placement of an order on 

an exchange/regulated market or MTF

n Use of appropriate MTF including Tradeweb 

for fixed income and money markets and 

crossing networks such as ITG POSIT for 

equity transactions and Equilend for security 

loan transactions

n Placement with a counterparty with whom we 

have entered into an agreement for the processing 

of orders on an agency basis

n Any crossing opportunity identified which 

benefits both parties to a transaction will be 

crossed externally within the market at a 

mid-market price

NTGI will deal with counterparties in different 

ways; counterparties to a transaction may act as 

agent or principal. The application of agents or 

principals applies to the different instrument types. 

Further details on NTGIL approved counterparties/

execution venues contained within our order 

execution policy is available upon request from 

your relationship manager.

Agency/Principal Trading

In general, a principal broker will charge an 

investor a risk premium in return for a guaranteed 

execution. Although both agency and principal 

brokers have access to similar trading tools and 

liquidity, the risk premium will usually result in the 

principal cost being higher than the expected agency 

cost and NTGI believes that agency trading can 

offer significant savings over principal trading.

NTGI rarely uses broker capital commitment to 

ensure explicit cost is kept to a minimum. The use 

of capital commitment varies but may be used in 

the following circumstances. On all occasions this 

approach will be considered very carefully.

n To facilitate large orders where liquidity within 

the market is thin

n To ensure a minimal leakage of market information

n To facilitate immediate acquisition or disposal 

of a security

Fixed Income – All fixed income trading is 

performed on a principal basis with counterparties.



Foreign Exchange – NTGI engages in various 

FX transactions for a number of underlying purposes, 

including, but not limited to: conversion to a base 

currency to facilitate settlement of a specific 

instrument; currency hedging within active and 

passive strategies and active currency strategies 

where permitted and approved.

In some cases, FX transactions may be effected 

with an affiliate of NTGI. This will occur where the 

rate being offered for currency pairs is competitive 

and the best available quote at the time of execution. 

In limited circumstances NTGI will not actively seek 

rates from brokers, but will take the rate it is given 

by the client’s custodian (which may be an NTGI 

affiliate). Circumstances which may give rise to such 

instances are where a transaction involves a restricted 

currency, or a trade is so small in size that it would 

only cost more to execute through a broker.

Exchange Traded Futures – NTGI’s use of 

derivative type instruments at present is limited 

to exchange traded index futures and is conducted 

in accordance with agreed investment parameters. 

Index futures are frequently used as an equitisation 

strategy to manage cash exposures to market 

movements. All transactions are executed through 

trusted execution venues on regulated exchanges.

On all occasions, NTGI investment professionals 

will use their experience and available information 

to decide the timing and venue of execution. Trading 

agreements are negotiated and agreed with all 

counterparties to ensure they are equally balanced 

and that your interests are appropriately secured.

Placing of Deposits

As part of cash management, NTGI will, where 

appropriate and in accordance with agreed investment 

guidelines, place deposits to implement an investment 

strategy. The value of deposits placed with any single 

counterparty is governed by restrictions agreed to with 

clients, relevant regulatory requirements and limits 

set by the Northern Trust Global Credit Risk 

Committee. Investment is also governed by 

credit ratings.

NTGI minimum accepted rating for any 

counterparty with a short-term rating is A1 or P1. 

Where appropriate, deposits are aggregated to 

achieve economies of scale and deposits placed are 

held as client money for certain funds. Small 

residual balances will be held with the custodian.

7. SPECIFIC ClIENT 
INSTRUCTIONS

If we receive any specific instruction as to how you 

wish your order to be executed, the relevant part of 

the order will be conducted in accordance with the 

instruction. Where this is not possible due to legal, 

regulatory or local market practices, we will inform 

you of this fact. Typically, any direct instruction 

may adversely affect NTGI’s ability to achieve the 

best possible terms for your order. Accordingly, you 

acknowledge that such an instruction may hinder 

the execution result for your order.

8. ORDER HaNDlING

NTGI will execute orders in a prompt, fair and 

expeditious manner. Where there are economies

of scale and it is in your best interests, NTGI may 

aggregate client orders. However, there may be 

occasions where aggregation does not work to the 

advantage of a particular order. In this scenario, 

orders will be executed separately. All initial and 

subsequent re-allocation of orders are recorded 

along with aggregated orders.

9. MONITORING aND REVIEW

NTGI will monitor the effectiveness and efficiency 

of the execution policy and execution arrangements 

to correct any deficiencies which may prohibit us 

from providing you with the best possible results 

for your orders.
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A formal review will be conducted annually, as a 

minimum. Where orders are transmitted to other 

entities, we will monitor their execution quality to 

ensure that their arrangements are sufficient to meet 

the best execution requirements. Any deficiencies will 

be communicated and corrective action will be taken. 

Any material change to both the execution policy and 

our execution arrangements will be communicated 

through an update to this document.

10. BROkER SElECTION 
aND REVIEW

NTGI understands the importance of strong 

governance and oversight of business operations. 

The Commissions and Trading Committee forms 

part of the NTGI governance framework. Its 

responsibilities include the assessment and ongoing 

oversight of execution commission rates and our 

approved execution venue’s ability to deliver the 

best overall execution result for client orders.

Portfolio managers and in-house dealing teams 

are responsible for sponsoring or proposing the 

addition of a new counterparty to the list. Any new 

counterparty proposed will be subject to a rigorous  

test of credit worthiness, conducted by Northern 

Trust credit risk specialists. As part of the review 

process and ongoing monitoring, NTGI will utilise 

transaction cost analysis (TCA) technology provided 

by ITG Europe to aid in the calculation of expected 

execution costs and execution performance. Fixed 

income dealing does not incur explicit trading costs, 

and as a result, there is no TCA system available to 

utilise. NTGI uses key execution metrics to produce 

statistical reports from which trends can be identified 

and execution performance evaluated.

In accordance with the Markets in Financial 

Instruments Directive (MiFID), trade and 

transaction reporting must be conducted for all 

securities admitted to trading on an EEA-regulated 

market. Therefore, before approving counterparties 

as appropriate execution venues, we ensure that 

these counterparties have the appropriate reporting 

software to trade and transaction report on 

NTGI’s behalf where NTGIL does not transaction 

report itself. Occasionally, NTGI may use the 

services of non-EEA counterparties, but only on 

the condition that trade and transaction 

reporting can be performed. 

11. PURCHaSE OF RESEaRCH

NTGI relies almost exclusively on in-house 

research. Analysis undertaken draws on 

information from a wide variety of sources, 

including company reports and accounts, trade 

and industry literature, conferences, and face-to-

face meetings. The content of internal research 

includes, but is not limited to, analysis of: 

n Economies

n Countries/industries

n Individual companies

NTGI does not pay for research with client 

commissions. As part of NTGI’s continuing 

relationships with its counterparties, NTGI may 

incidentally receive information that could include 

research reports, articles and topical information. 

This externally obtained information is not 

produced for external distribution; it is used solely 

for devising solutions and researching investment 

opportunities to help protect and grow your assets. 

Any information received will naturally be used to 

assist in portfolio construction issues such as 

benchmarking or risk analysis and formulating 

appropriate trading strategies.

Commission Sharing Arrangements

NTGI has established commission sharing 

arrangements (CSA) for execution purposes with 

a number of approved counterparties. A CSA is a 

mechanism used to manage allocations surrounding 

the cost of execution and payment of commissions 

for research. NTGIL client executions will be 

conducted at an “execution only” rate, reflecting 
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that no commission is used to purchase research. 

However, clients that contract with our affiliates 

may pay a “full service” rate that would incorporate 

a cost for execution and an allocation for research 

and would therefore utilise a CSA.

For more information on these arrangements, 

please contact your relationship manager.

12. USE OF DEalING 
COMMISSION/INDUCEMENTS

UK industry standards

The IMA Level One disclosure code sets out the 

policies, procedures and processes in relation to the 

management of costs incurred on behalf of clients.

The IMA Level Two code provides a breakdown of 

transactions by counterparty, and the division of 

commission generated and cost of execution services. 

This disclosure is made to our segregated clients on 

a monthly basis where requested. Contact us if you 

require this for your segregated account or your 

investment in a NTGIL pooled fund. We remain 

flexible to your needs.

The Firm

We do not use dealing commissions to purchase 

technical services or enter into commission recapture 

services. Commission recapture services are, however, 

available through our affiliate companies. These 

affiliates may provide you a means of reducing your 

commission-related trading expenses through 

directing trading to specified counterparties who 

in turn rebate you a portion of the commissions.

At NTGIL, we understand that the purchase of 

services is a cost of business that should be borne 

by us and not you, as our client. For example, we 

do not use client commission to pay for telephone 

lines, as this is essential for us to operate our business; 

nor do we use client commissions to purchase 

technical services such as Bloomberg or execution 

management systems (EMS). 

For the majority of fixed income products, no 

commission is attached to a transaction. Within the 

fixed income market, counterparties are remunerated 

through the bid/offer spread rather than explicit fees. 

For equities, NTGIL may receive information and 

services from third parties that enable us to enhance 

the investment services it provides to clients. These 

services may include, but are not limited to:

n Pricing information sources

n Economic and quantitative research

n Technical execution services

NTGIL is currently in receipt of third-party, non 

monetary benefits including the services outlined 

above.  These benefits include pre-transactional 

performance tools (equity) and research portals 

(fixed income). 

We believe these benefits are necessary for us to 

provide a high quality service to our clients. The free 

receipt of these benefits is not contingent upon the 

provision of any levels of business to the third-party 

provider. Accordingly, we are well positioned to 

manage costs effectively and consistently achieve 

the best possible execution result for your orders 

without constraint. If you require further details 

on the following, we will be happy to provide 

further information on request, including:

n Type and nature of the “non-monetary 

benefits” received by NTGIL

n Ways in which these benefits enhance the 

service that we provide to you

n Method through which we confirm that receipt 

of these benefits does not conflict with our 

duty to act in your best interests

Employee benefits

NTGIL employees are permitted to accept offers of 

gifts and entertainment from business contacts and 

clients. The approval of such benefits is conditional 

upon ensuring they do not conflict with our duty 
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to our clients. NTGIL management monitors and 

approves any gift or entertainment that exceeds a 

monetary value of $100. This oversight/review is 

supplemented by independent monitoring 

performed by Northern Trust assurance functions.

13. VaRIaTION IN RaTES 
OF COMMISSION

Commission rates applied to equity transactions 

are not equal. Rates will vary depending upon market, 

instrument and trading method adopted. We reiterate 

that overall implementation cost, and not commission 

rate alone, is our foremost consideration. Agency 

transaction rates (explicit costs) are typically lower 

than impact and spread costs, so the selection of 

broker based purely upon lowest commission will 

not guarantee the cheapest trade.

NTGI has negotiated and continues to re-

negotiate standard commission rates with all 

approved counterparties. NTGI’s use of Direct 

Market Access (DMA) enables our investment 

professionals to route orders through brokers’ 

exchange memberships directly to all major 

European venues. This access reduces the initial 

and ongoing costs of exchange memberships and 

allows us to offer you competitive pricing. The 

commissions applied to the transaction by the 

execution counterparties will often cover a 

proportion of these costs. 

On all occasions, we seek to identify the most 

cost efficient method of trading. For example, when 

trading single stock orders, we are likely to access 

dark pools of liquidity where both the explicit cost, 

i.e., commission rate, is lower and the implicit cost, 

i.e., opportunity cost and market impact, can be 

reduced. NTGI refers to this as “low touch” 

execution services.

Conversely, complex or large orders may require 

transmission to a broker to execute, resulting in 

higher commission charge and requiring the “high 

touch” service of external counterparties. Overall, 

our level of commission costs are in line with our 

industry peers. Commission rates negotiated are 

product/mandate neutral, thereby mitigating any 

potential cross subsidy. 

NTGIL has no directed brokerage arrangement, 

these arrangements can reduce a firm’s ability to 

achieve the best overall terms for an order and ability 

to negotiate competitive commission rates for the 

benefit of all clients in aggregate. Updates regarding 

our current position can be requested from your 

dedicated relationship manager.

14. INITIal PUBlIC OFFERINGS 
aND UNDERWRITINGS

There may be instances where NTGI will 

access equity initial public offerings (IPO) and 

new bond issues on behalf of its clients. At present 

NTGI rarely engages in any underwriting or 

sub-underwriting arrangements. Such offerings 

will be considered on their own merits and in 

consideration of your existing portfolios investment 

objectives and investment constraints.

15. CONFlICTS OF INTEREST

Conflicts of interest are key regulatory risks for 

any investment manager. NTGIL has undertaken 

extensive work to identify, document and mitigate 

conflicts of interest within its business. Each 

department within NTGIL maintains a conflicts 

register detailing actual and potential conflicts 

and identifies the arrangements to manage them.

The conflicts identified are appropriately managed. 

However, where such arrangements are insufficient to 

ensure, with reasonable certainty, that risk of damage 

to our client interest cannot be prevented, we will 

endeavor to disclose the nature of such conflicts to you.

In relationship to any transaction, NTGIL, or any 

affiliated company, may have a material interest or 

relationship that may impair the NTGIL duty owed to 

you. NTGIL aims to be transparent on these material 
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interests and relationships. Examples of conflict 

categories include:

n bundling – Clients pressured to buy additional 

services on unfavorable terms to obtain access 

to a particular product

n Cherry picking – Favouring one set of 

customers over another

n Execution – Participating in the execution of 

client orders 

n broker arrangements – Participating in 

preferred broker arrangements

n Management/director interlocks – An outside 

appointment of a staff member interferes with 

that individual’s job performance or judgment

16. RISk WaRNINGS

NTGI considers that professional investors have 

a sophisticated understanding and are of sufficient 

financial standing to bear some degree of financial 

risk inherent in investments.

Should you require information on investment- 

related risk, please refer to your agreement. 

Alternatively should you require a better understanding 

of your portfolio’s risk profile or wish to understand 

NTGI risk management framework, please contact 

your dedicated relationship manager.

17. CORPORaTE GOVERNaNCE

Where NTGIL retains proxy voting discretion on a 

client’s behalf, NTGIL has engaged Risk Metrics, an 

industry leader in this field, to exercise the voting in 

accordance with agreed policies and procedures.

However, NTGIL has chosen not to engage with 

companies other than at voting points, as described 

above, as we believe this is a costly exercise, which 

adds very little incremental value based on our 

current assets under management. Inevitably, any 

costs like these would be passed through to clients 

via the charges we apply.

Northern Trust has a fundamental policy of acting 

in the best interest of our clients at all times. The way 

in which we manage our funds retains this focus at 

its core. We believe that we comply with the majority 

of recommendations of the UK Stewardship Code. 

The Northern Trust Proxy Voting Policies, Procedures 

and Guidelines are published on our website and 

applied globally to issuers of all securities. Also, on 

our website is a description of how we believe we 

comply with the Stewardship Code. Northern Trust 

discloses its approach to voting and seek to vote 

our proxies where possible. We also provide 

details on voting to clients that wish to receive 

this information.  

18. UPDaTES TO THIS DOCUMENT

Updates to this document will be communicated 

by your dedicated relationship manager and will be 

available both electronically and in paper format.

19. CONClUSION

We hope this document has given you a wider 

picture of our business, our commitment to clients 

and our dedication to full transparency. We encourage 

you to continue this open engagement with 

Northern Trust.
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FOR MORE INFORMaTION

+44 (0)20 7982 3988
ntgisales@ntrs.com

northerntrust.com
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