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At first glance, the “open outcry” system used at Chicago Mercantile 
Exchange (CME) looks like organized chaos: Hundreds of traders, all 
wearing jackets color-coded to what they’re buying or selling, stand 
on the trading floor (“the pit”) of the exchange, calling out prices 
and bids simultaneously. The scene is loud and fast moving. But 
once eye contact is made and maintained between a pair of traders, 
a well-defined system of hand gestures enables the pair to negotiate 
and tentatively settle a contract to buy the given commodity or  
other item, known as either a “future” or “option on a future.”

Open outcry on the exchange floor has worked efficiently since 
1898, when CME — the world’s largest and most diverse derivatives 
exchange — began as the Chicago Butter and Egg Board. Today, 
most of the volume is handled by CME Globex®, the exchange’s 
world-spanning electronic trading platform that operates around  
the clock.

“When we launched electronic trading in 1992, we knew that  
making the transition from the trading floor presented CME and our 
members with a number of challenges and opportunities and that  

it was going to take time to acclimate,” said John Hart, CME’s  
managing director of technology engineering. “But our continuous 
focus on meeting customer needs around the world has paid off. 
Today our electronic platform handles approximately 75 percent of 
all CME trading volume, which last month (March 2007) translated 
into an average of 6 million contracts (trades) a day.”

And the vast majority of those contracts — 98 percent — are based 
on global financial instruments such as stock indexes, interest rates 
and international currency valuations, rather than agricultural  
commodities.

The CME Globex platform relies on the backbone network of Verizon 
Business, the exchange’s primary network provider since 2004. The 
electronic trading platform’s rapidly growing need for speed, scale, 
security and reliability led CME to choose Verizon Business, and a 
major innovation soon followed: In May 2005, CME became the first 
global company (not just the first Verizon Business client) to use a 
new Converged Packet Architecture (CPA) technology known as 
Ethernet Virtual Private Line (EVPL). A fiber-based network service, 

John Hart, (left) managing director of technology 
engineering and Jim Messer, director of network 
services for the Chicago Mercantile Exchange

How advanced networking from Verizon Business gives CME a leg up on the competition.
By Jim Hinckley

Photos by Tim Klein/Getty Images

MEASURING THE CHICAGO MERCANTILE EXCHANGE’S SUCCESS



EVPL uses a high-speed backbone to provide point-to-point Ethernet 
virtual connections between ports at native Local Area Network 
(LAN) speeds (10 Mbps to full-rate Gigabit).

Using point-to-point Ethernet Virtual Connections (EVC) to define site-
to-site links, EVPL is ideal for voice, video and data. Because it allows 
an organization to easily add both new locations and incremental 
bandwidth to its network, and requires only a limited Customer 
Premise Equipment (CPE) investment, it is a cost-effective solution.

As a result of moving to an EVPL platform, CME Globex — with 
its complex, mission-critical functions of order entry, order routing, 
trade matching and market data all in high demand nearly 24  
hours every trading day — now operates faster, more securely  
and more profitably for CME worldwide than ever before. 

Continuous improvement in these and other network metrics is 
increasingly important to large enterprises like CME, especially those 
with many locations dispersed over a wide geography. Compared to 
most companies, however, CME might have a bit more riding on the  
performance of its network:

n The underlying value of all contracts traded on an average day  
at CME is $3 trillion to $4 trillion.

n	Transaction volume on the CME Globex platform has grown from 
917,000 contracts a day (15 percent of total volume) in 2000,  
to approximately 4.5 million contracts a day (75 percent of total 
volume) in 2007 (through April).

n CME competes for investor dollars not only against other financial 
exchanges in the U.S., but against all exchanges worldwide,  
especially those in Europe.

n	Traders using CME Globex demand serious speed. If the network 
is even a few milliseconds slower than 40 milliseconds of response 
time, they don’t hesitate to notify CME.

As CME’s “back-up” network provider in early 2004, MCI (to  
become Verizon Business in 2006) was hoping to take over the  
primary-network role. At that time, CME Globex electronic trading 
telecommunications hubs were getting ready to operate in six major 

European cities. Later, in 2005, CME added its first Asian hub,  
located in Singapore, and the company plans to add one in China 
later this year. 

CME’s Wide Area Network (WAN), running on Asynchronous 
Transfer Mode (ATM) technology, was reliable but latency and  
bandwidth scalability costs were a growing concern. Investors were 
flocking to Globex for its automated trading features, which depend 
heavily on a network’s ability to respond instantly to each order 
placed. With the number of traders and their order volume rising 
fast, CME’s Hart and his team of engineers knew that latency  
could begin to creep upward. “To keep traders coming back, and  
to handle the escalating number of their requests to buy or sell  
contracts, we knew we had to keep latency to a minimum. What we 
really needed was a more advanced form of networking,” he said. 

CME also recognized that horizontal scalability was becoming  
an increasingly important issue as the popularity of CME Globex 
spread worldwide. “Adding points of presence around the world  
to an ATM network is costly,” Hart added. “We wanted to serve  
the growing demand for online trading services while controlling  
the incremental capital and operational costs.”

These and other CME Globex growth issues sparked a series of  
conversations in 2004 between executives from CME and Verizon 
Business. Their focus soon turned to the new CPA solutions such  
as EVPL. The executives recognized that, although EVPL was still  
on the drawing board for most of the industry, it had the potential  
to solve the platform’s growing customer demands. Technical teams 
from CME and Verizon Business met soon after and worked out a 
test plan for EVPL. 

The first step was installing and test-configuring a pair of Tellabs® 
8860 Multiservice Routers (MSR), both in the fall of 2004: One at 
Verizon Business’ test lab in Richardson, Texas, the other in Chicago. 
“By February 2005 we had no trouble using EVPL to transmit data 
securely between these two points with very little latency, at speeds 
ranging from 10 Mbps to full-rate Gigabit,” said Thomas Bechly, 
director of enterprise network engineering with Verizon Business.  
“At the end of the test, CME was very pleased — and ready to 
become our first EVPL customer.”
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Chicago Mercantile Exchange trading floor soon after 1928 opening.

Modern day Chicago Mercantile Exchange trading pit.
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The test node, which had been installed in Chicago, was now  
replaced by the Tellabs® 8860 MSR as a production node in 
Chicago. A Tellabs 8860 MSR was also installed in New York, which 
has the largest concentration of Globex users outside of Chicago. 
When CME began its EVPL roll-out in May 2005, Globex users  
saw an immediate improvement in the system’s speed and latency, 
not only because of these new switches, but also because Verizon 
Business had recently installed ultra-long haul fiber between 
Chicago and New York. This fiber enables data to travel at high 
speeds while passing through fewer regeneration points, helping  
to keep latency very low. Since 2005, Verizon Business has also 
expanded its CPA network to make EVPL service available through-
out the U.S., and between the U.S. and 22 countries worldwide. 

CME has also benefited from the bandwidth granularity that EVPL 
offers. “Given the large flow of orders coming in from New York,  
we need maximum bandwidth between there and Chicago,” said 
CME’s Jim Messer, director of network services. “With EVPL, we  
can allocate more capacity to that leg of the network, and less to 
others that have less traffic on them, improving our overall network 
efficiency.” EVPL also makes it easy to change a client’s overall 
bandwidth without requiring the client to add new on-premise 
equipment. Less than a year after starting its EVPL service, CME 
asked Verizon Business to double its initial bandwidth allocation. 
There are now plans to more than double the bandwidth at each  
site yet again, according to Alla Reznik, senior manager of data  
products marketing at Verizon Business.

“The ability to easily ramp up overall bandwidth, or reallocate part  
of it to particular network segments, enables CME to be even more 
responsive to its electronic trading community,” Reznik explained. 
“And because EVPL provides seamless LAN-to-WAN connectivity, 
the speed of it makes traders feel as if they are right there at CME’s 
headquarters.” She noted that other financial services companies 
have followed CME’s lead and adopted EVPL for their networks. 
“Their conservative side likes the data security that EVPL provides, 
while their competitive side gravitates toward the speed and  
cost-effectiveness of it.”

Tellabs has also played a key role in Verizon Business’ flourishing 
relationship with CME. In 2004, Verizon Business was named CME’s 
primary network provider in part because it promised that CME 
could use any Virtual LAN (VLAN) IDs the exchange chose. Verizon 
was able to make the promise because its network included (and 
still includes) the Tellabs 8860 MSR, which supports overlapping 
VLAN IDs. This seemingly small detail made a big difference to 
CME. In the same way, CME’s use of EVPL is a detail most traders 
will never be aware of but one that benefits them every millisecond.


