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BEHIND THE TRADING DESK 
An interview with Michael Lonia, head of trading for Pacific Asset Management.

JANUARY 2023

What does that meeting entail? 

It’s an all-hands-on deck meeting that we have each 
morning at 7:30 a.m. Pacific time. That is headlined 
by reviewing the macroeconomic releases of the day, 
as those are pertinent to what we do in the credit 
markets. Then it’s open forum for the analyst 
portfolio managers and business teams to give their 
latest updates. It’s an important meeting for 
everyone to come together prior to the rush of the 
day to share thoughts.

How does trading in the bond market—
particularly corporate bonds—differ from 
equity-market trading? 

It’s very different trading a stock versus a bond. 
Stocks trade over listed exchanges; bonds trade over 
the counter. In bond trading, you need both parties 
to agree to a price to execute a trade. It’s much 
more hand-to-hand compared to equities. Also on 
the bond side, we’re dealing directly with brokers on 
the other side to agree to those prices where we 
transact. Brokers such as Goldman Sachs, J.P. 
Morgan, and Citi send out levels throughout the day 
that you can buy and sell bonds. They are constantly 
adjusting and moving those levels throughout the 
day based on market conditions.

I’d also note another big difference between trading 
stocks versus bonds. The top three non-financial 
issuers in the credit index each have 46 to 48 
individual bonds that are U.S. denominated. Plus, 
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Can you walk us through what a typical 
day as a bond trader look like, especially 
on the West Coast? 

I would say that there’s not necessarily a typical day, 
given that every day is unique as markets are 
constantly evolving. But as you mentioned, being on 
the West Coast adds a different wrinkle to what we 
do given the time difference. I’m usually in the office 
by 6 a.m. since the stock market opens at 6:30 a.m. 
Pacific time. 

A typical start to my day includes checking equity 
futures, reviewing economic releases that typically 
come out at 5:30 a.m. West Coast time, and then 
going through some of the macro headlines as well 
as some of the credit headlines of the day. And then 
we start to get into the primary and secondary 
markets for credit. Primary markets being new 
bonds that are issued that day, and then secondary 
being existing bonds. We review the outstanding 
orders that we have to see what’s executable. Then 
we have our morning meeting.
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they also have multiple foreign currency bonds. If 
you compare that to the stock market, there’s one 
stock for each of those issuers. 

How much do relationships matter when 
it comes to bond trading?

One of the key aspects of my job besides trade 
execution is ensuring that our relationships with the 
dealers are solid. It’s imperative for us to put in the 
work to maintain relationships and build relation-
ships when the dealers have new personnel in the 
seats. These relationships come into play not only 
on the primary side with new-issue allocations and 
assist with getting our story in front of syndicate 
desks, but also on the secondary side working 
between us and the trader on the other side.

When I first started, most of our trades were 
executed over the phone with a trader or a 
salesperson on the other side. But this has shifted 
to nearly entirely getting trades getting done over 
Bloomberg chat or over electronic trading 
platforms. That’s definitely changed the dynamics 
with the relationships. But the thing that doesn’t 
change is the fact that the relationships are still very 
important.

Could you talk about more some of the 
differences between the secondary 
market and the new-issue primary 
market? 
 
For the primary market, we have issuers bring new 
bonds to the market each day. If market conditions 
are strong, we tend to see a lot of issuance. And if 
we see market volatility and weaker conditions, we 
definitely see a lack of primary.

The secondary market, on the other hand, is very 
consistent. The secondary market consists of 
existing bonds, and the volumes have definitely 

been very decent in the high-yield and invest-
ment-grade side. Just to put in perspective the 
volumes, high-yield daily volumes have averaged $13 
billion in recent years. Investment-grade has been 
around $25 billion per day. If you put that in context 
from what we typically see on the primary side, we 
typically have high-yield primary issuance that is 
around $5 billion per week.

Can you go through a typical decision 
process for a trade? 

We have different ways that the trades are sent into 
the trade desk. There are analyst-arrived ideas. The 
analysts come up with their own ideas on credits 
within their own sectors, and they review those with 
the portfolio managers to see if there’s an appetite 
to implement those trades in their portfolios. And 
then if the portfolio manager likes the idea, then 
they get sent to the trade desk, and I execute it. 
There are also portfolio manager-driven trades. 
There are times where they’re adjusting positioning, 
duration, or a strategy within a certain sector or 
maybe just broader across the entire portfolio. And 
then there are trade ideas that are derived from the 
trade desk. I and our trade assistants recommend 
trades—a lot of times swaps, so buying one security 
while selling another—to the portfolio-manager 
teams to see if they have appetite to execute those 
trades.

For corporate credit, what are you 
watching closely in 2023?

I expect 2023 to be similar from a volatility 
standpoint to 2022. Elevated volatility used to bring 
about better liquidity in prior years, but it was 
actually the opposite in the last months of 2022, and 
it resulted in orders for high-yield and invest-
ment-grade taking a lot longer to execute. While 
those trades might have taken a couple days in prior 
years, it’s now taking a lot longer. That’s forced us to 
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be more creative in finding pockets of liquidity in 
order to accomplish trade agendas across all the 
asset classes. I think especially on the high-yield 
side, we need more of a robust primary market to 
be able to really unlock some of the liquidity that’s 
needed to boost the cash bond trading.

We’ve also had some dealers pulling back on some 
of their liquidity on the portfolio-trading side, so 
those are large lists that we utilize to execute some 
larger trades. We’ve noticed a pullback from some 
of the dealers in that trading vehicle as well. We’re 
keeping an eye to monitor that situation to see if it 
improves as the year unfolds.

And then lastly, which has been the case in recent 
years, just the growth in electronic trading and the 
fact that we’ve had poor liquidity, it’s moved more 
volumes into these electronic-trading platforms. I’m 
watching to see if that trend continues. And we’re 
always on the lookout for new platforms to see if 
there’s better liquidity solutions for us for trading.

You’ve been trading fixed income for 
nearly 20 years now. What would you say 
has changed over the two decades? 
 
My day-to-day operations for trading is a lot less 
conversational with the brokers than it was when I 
first started. So, I do miss having more of the 
personal touch, but the relationships are still there, 
and they still matter. It’s just a different way of 
communicating.

The other thing that’s changed drastically from 
when I first started out is the liquidity. When I 
started, it was before the Dodd-Frank Act and Trade 
Reporting and Compliance Engine (TRACE) reforms. 
Both of those have had a dramatic impact on 
reducing the amount of liquidity in the credit 
markets. We’ve also had a massive amount of 
issuance in recent years, and a lot of the traders on 
the credit side have a lot of individual line items to 
keep track of now. Because of all this, liquidity has 
just been diminished dramatically in 20 years. 



Mailing address:
P.O. Box 9768, Providence, RI 02940-9768
(800) 722-2333 • www.PacificFunds.com

PF-20230113-0971

4 of 4

Any performance data quoted represent past performance, which does not guarantee future results.

The views in this commentary are as of the publication date and are presented for informational purposes only. These views 
should not be construed as investment advice, an endorsement of any security, mutual fund, sector or index, or to predict 
performance of any investment. Any forward-looking statements are not guaranteed. All material is compiled from sources 
believed to be reliable, but accuracy cannot be guaranteed. The opinions expressed herein are subject to change without notice as 
market and other conditions warrant. All third-party trademarks referenced belong to their respective owners.

All investing involves risk, including loss of principal.

Investors should consider a fund’s investment goal, risks, charges, and expenses carefully before investing. The prospectus and/
or summary prospectus contains this and other information and should be read carefully before investing. The prospectus can 
be obtained by visiting PacificFunds.com.

Pacific Funds are distributed by Pacific Select Distributors, LLC (member FINRA & SIPC),a subsidiary of Pacific Life Insurance 
Company (Newport Beach, CA), and are available through licensed third parties. Pacific Funds refers to Pacific Funds Series Trust.

Pacific Life Insurance Company is the administrator for Pacific Funds. It is not a fiduciary and therefore does not give advice 
or make recommendations regarding insurance or investment products.

For more insights from Pacific Funds, visit PacificFunds.com
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