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7. Market Making and Trading 
 

The Buy Side versus The Sell Side 

Much of the "Wall Street analyst" has been made as if it were a standard work definition. In 
fact, the sell-side and buy-side analysts are substantially different. Actually, both devote most 
of their day studying companies and markets seeking to challenge the winners or losers. Yet 
the roles are very different on certain fundamental levels. 

The interest of both buy-side and sell-side analysts is when the mechanism works as it should. 

Smart buy-siders entertain the idea of finding out quickly someone they can trust and depend 
on within the sell-side community. 

Usually, committed sell-side analysts may dig deeper than buy-side analysts, and better know 
the ins and outs of a given business. 

Usually, sell-side analysts operate for brokerages; buy-side analysts work for funds. 

Market Making and the Bid-Ask Spread  

The spread of the market-maker is the difference between the price at which a market-maker 
(MM) is willing to purchase a security and the price it is willing to sell at. The spread of market-
makers is essentially the bid-ask range to which market makers are able to commit themselves. 
This is the gap for protection between the bid and the ask price posted by the market maker. 

This spread reflects the possible benefit that the market maker will gain from this operation, 
and it is intended to account for the market-making risk. The inherent risk in a given market 
will affect market-maker spread width: 

High volatility or inadequate liquidity in a security would continue to increase market-maker 
spread. 

Asset price  

Many economists monitor real economic growth by calculating Gross Domestic Product (GDP) 
change and adapting to inflation afterwards. At the other hand, asset price inflation applies to a 
nominal increase in stock prices, shares, derivatives, immovables, as well as other assets. 
Ordinary goods and services are omitted and in that sense do not count as assets. Most classic 
inflation measurements, such as the consumer price index ( CPI), do not account for the rising 
prices of assets. 
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The Role of Asset Managers and Traders 
Managing Risk  

Investment management applies to portfolios being held on behalf of others. The process 
basically has a dual objective-valuing the assets of a company over time while reducing risk. 
These are investment minimums, which ensures that high net worth individuals, government 
agencies, companies and financial intermediaries typically have access to this program. 

An asset manager's job is to decide what investments that will expand a client's portfolio to 
make, or avoid. 

Analysts perform extensive analysis using both macro and micro analytical methods. It involves 
statistical analysis of the current business dynamics, interviews with company executives, and 
everything else that can help achieve the specified purpose of appreciation of client properties. 
The broker would most typically invest in products like stocks, fixed income, real estate, 
securities, alternative investments, and mutual funds. 

Many economists monitor real economic growth by calculating Gross Domestic Product (GDP) 
change and adapting to inflation afterwards. At the other hand, asset price inflation applies to a 
nominal increase in stock prices, shares, derivatives, immovables, as well as other assets. 
Ordinary goods and services are omitted and in that sense do not count as assets. Most classic 
inflation measurements, such as the consumer price index ( CPI), do not account for the rising 
prices of assets. 

Financial institutions also hold accounts that include check writing rights, credit cards , debit 
cards, margin loans, automatic cash balances sweep into a money market fund, and brokering 
services. 

Typically, when individuals invest money in a bank account, it is put in a money market fund 
that provides a greater return than can be offered in normal savings and checking accounts. 
Account holders may choose between funds backed by Federal Deposit Insurance Company 
(FDIC) and non-FDIC funds. The added advantage for account holders is all their banking 
needs, so the same institution will meet investment needs rather than offering different 
brokerage account so banking options. 

Such kinds of accounts were the result of the 1999 enactment of the Gramm-Leach-Bliley Act, 
which repealed the Glass-Steagall Act. Throughout the Great Depression, the 1933 Glass-
Steagall Act was established, which did not authorize financial institutions to provide banking 
which security services. 

Brokers, broker dealers, trades and traders  

Broker-dealers perform various important functions in the financial sector. Which include 
supplying clients with investment advice, providing liquidity through market making practices, 
encouraging trading operations, releasing investment reports and raising corporate capital. 
Broker-dealers vary in scale from small independent boutiques to big giant commercial and 
investment bank branches. 

Broker-dealer types are two: 
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1. A wirehouse, or a company that markets its own goods to clients; 
2. An independent broker-dealer, or a company that sells goods from outside. 
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