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Global Credit Derivatives Market Growth
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n Credit derivatives market continues to grow at considerable rates. Traded volumes 
exceeded 20 trillion USD in 2006.
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Use of Credit Derivatives Products

n Full index trades show an impressive growth: while accounting for 9% in 2004, the 
2006 market share climbed to 30% in 2006. 
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Exchange listed credit futures fuel market growth

n Respond to market‘s and regulators‘ demand for
more standardization and transparency

n Offer enhanced trading and structuring
opportunities

n Increase liquidity through additional participants

n Reduce operational, legal and counterparty risks

n Reduce costs significantly
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1) iTraxx® is a registered trade mark of International Index Company Limited
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Eurex iTraxx® futures evolve from the OTC index credit default 
swap

Formula based cash settlement, determined with four decimal places and commercially 
rounded to the next possible interval (0.0005; 0.001 or a multiple thereof) expressed as the 
sum of
-100 (nominal value figure representing the number of names in the underlying index series)
- present value change of the underlying index series to deal spread
- accrued constant premium (premium accrues until last trading/expiration day)

Final settlement price

The 5th exchange trading day following the 20th of the respective expiry monthLast Trading 
Day/Expiration Day

Coupon fixed for respective iTraxx® seriesDeal spread at initiation 
of contract

The nearest semi-annual month of the March and September cycle will be available for 
trading

Expiration Months

In percent, with three decimal places, expressed as the sum of
- 100 (nominal value figure representing the number of names in the underlying index series)
- present value change of the underlying index series
- accrued constant premium (premium accrues until last trading/expiration day)

Price Quotation

0.005 % representing a value of EUR 5 for iTraxx® EuropeMinimum Price Change

Euro 100,000Contract Size

The current iTraxx® Europe 5-year index series at introduction of the respective futures 
contract month

Underlying
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Bond-like Price Quotation
A static base number of 100 which is reduced if there is a default by the 
defaulted name’s weighting

• Reflects consequences of a credit event: e.g. 99.2 in case of a 0.8% weight of the i’th
reference entity (reduced to 100-ni in case of one default and a ni% weighting of the 
defaulted name)

• Could be compared to the par price of a funded credit portfolio with no interest rate risk

Includes PV reflecting spread changes in the underlying
• Fluctuates with credit spread changes
• Implied spread could easily be backed out of the futures price

Includes accrued carry element which is corrected if there is a default
• Linear increasing pricing effect over the lifetime of the future (until expiration day) 
• Reflects daily protection payment
• If a default occurs carry calculation is adjusted accordingly

*If applicable (only after the occurrence of an actual credit event)
• The proportional recovery rate of the reference entity in the underlying index series, 

which has experienced an actual credit event

100

PV changes

premium

recovery
rate*
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n As soon as the International Index Company (IIC) starts to publish a 
124 name index, Eurex will list an additional futures contract based 
on the 124 name index

– From this point onwards a 125 name Future and also a 124 name Future would be 
available for trading

n As long as no actual credit event occurs the final settlement prices on 
the expiration date will be determined in the following way:

– Final settlement price determination for 125 name contract will be based on 125 
name index value; Final settlement price determination for 124 name contract will be 
based on 124 name index value

–The present value change calculation on the final settlement day is based on the 
official iTraxx® Index Levels as published by IIC at 17.00 CET and the deal spread 
(coupon) of the underlying index. The mid-spread reflecting the midpoint between 
the bid and ask spreads of the official iTraxx® Index Levels will be used.

n New futures’ maturity
– A new expiration month will be listed based on the new (on-the-run) iTraxx® Europe 
5-year series at index roll dates

Anticipated credit event
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Actual credit event
n The announcement of a CDS protocol by ISDA® 1) will be used as the sole 

trigger for an actual credit event.
– Following the day after the announcement of a CDS protocol by ISDA®1, Eurex will list an 

additional futures contract based on a reduced number of reference entities; i.e. in case of the 
announcement of a CDS protocol by ISDA®, the new futures contract will be based on 124 
reference entities

• The premium component of the new futures contract (124 names) will start to accrue retroactively since
the effective date of the underlying index series for 124 names

– The protection for the reference entity which suffered a credit event in the original contract 
(125) ends with the announcement of a CDS protocol by ISDA® and thus premium payment 
for the defaulted reference entity needs to be adjusted in the futures price

• Premium component continues to be accrued for 124 names only 

– The calculation of the present value change on the final settlement day is based on the official 
iTraxx® Index Levels (mid-spread reflecting the midpoint between the bid and ask spreads) 
as published by IIC at 17.00 CET and the deal spread (coupon) of the underlying index. 

n New futures’ maturity
– A new expiration month will be listed based on the new (on-the-run) iTraxx® Europe 5-year 

series at index roll dates

1) ISDA® is a registered trademark of the International Swaps and Derivatives Association, Inc.
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Key elements of the Eurex iTraxx® Europe future contract –
Reduced index basket (e.g. 124 names)

Formula based cash settlement, determined with four decimal places and commercially 
rounded to the next possible interval (0.0005; 0.001 or a multiple thereof), expressed as 
the sum of
- 99.2 (nominal value figure representing the number of names in the underlying index 
series)
- present value change in the underlying index series
- accrued constant premium (premium accrues until last trading/expiration day)

Final settlement price

The 5th exchange trading day, following the 20th of the respective expiry monthLast Trading Day/Expiration Day

Coupon fixed for respective iTraxx® seriesDeal spread at initiation of 
contract

The nearest semi-annual month of the March and September cycle will be available for 
trading; this contract will cease trading on the last trading day; back month contracts will 
not be introduced

Expirations Months

In percent, with three decimal places, expressed as the sum of
- 99.2 (nominal value figure representing the number of names in the underlying index 
series)
- present value change in the underlying index series
- accrued constant premium (premium accrues until last trading/expiration day)

Price Quotation

0.005 % representing a value of EUR 5 for iTraxx® EuropeMinimum Price Change

Euro 100,000Contract Size

The new version (zero weight of one reference entity) of the recent iTraxx® Europe 5-
year index series at the introduction of the respective future’s contract month

Underlying
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Future’s expiry after actual credit event and AFTER 
recovery rate determination 

20.03 20.08

Announcement of CDS protocol 
by ISDA®

Stop premium payment for 
defaulted entity

15.09 20.09. + five exchange
trading days

Final price determination 
as announced by ISDA® CDS protocol

Settlement price for
Defaulted entity defined

Futures expiry

No P/L movement for 
defaulted entity
as recovery is fixed

§ Final settlement price determination  (present value and recovery rate components):

§ 125 name contract: IIC index level for 124 name index + final price for reference entity which 
suffered a credit event

§ 124 name contract: IIC index level for 124 name index
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Future´s expiry after actual credit event and AFTER 
recovery rate determination (cont.)
n Following the day after the announcement of the CDS protocol by ISDA®, 

the price of the 125 name future contract will be expressed as the sum of

– 99.2, which is the nominal value representing the number of names in the underlying index which have 
not suffered a credit event

– The present value change of the underlying index series results from the change of the credit spread in 
relation to the basis. The present value calculation is based on the current credit spread and the deal 
spread (coupon) of the underlying index series

– Premium which will continue to accrue only for the surviving names in the underlying index series
– Recovery component of the reference entity which suffered a credit event, calculated by means of the 

following formula
RR  * w / 100
w = original weight of the reference entity in the underlying index series, which experienced a real 
credit event in percent
RR = Recovery Rate in percent

n The recovery rate fluctuates until the date the final settlement price is 
determined according to the CDS protocol of ISDA®. From this date 
onwards, the final price will remain a constant price element of the future 
contract until the expiration date.
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Future’s expiry after actual credit event and BEFORE 
recovery rate determination

20.03 10.09.

Announcement of CDS protocol 
by ISDA®

Stop premium payment for 
defaulted entity

10.1020.09 + five exchange
trading days

Futures expiry

§ In this case the 125 name future would be split up into a 124 name future and 
a single name recovery future on expiration date
§The 125 name future will be settled based on the 124 name index level
§The single name recovery future will be settled on the fifth exchange trading day after the scheduled final price 
determination as announced in the CDS protocol of ISDA®

§ The 124 name future which was the result of the parallel listing will be settled based on the 
124 name index level as well

Final price determination 
as announced by ISDA® CDS protocol

10.10 + five exchange
trading days

Single name recovery 
future expires
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Future’s expiry after actual credit event declaration 
and BEFORE recovery rate determination
n Following the day after the announcement of the CDS protocol by ISDA®, the price 

of the 125 name futures contract will be expressed as the sum of
– 99.2 which is the nominal value figure representing the number of names in the underlying index which 

have not suffered a credit event
– The present value change of the underlying index series results from the change of the credit spread in 

relation to the basis. The present value calculation is based on the current credit spread and the deal 
spread (coupon) of the underlying index series

– Premium which will continue to accrue only for the surviving names in the underlying index series
– Recovery component of the reference entity which suffered a credit event, calculated by means of the 

following formula
RR  * w / 100
w = original weight of the reference entity in the underlying index series, which experienced a real 
credit event in percent
RR = Recovery Rate in percent

n The final settlement price will not include the value of the reference entity which 
suffered a credit event. Instead, after the end of trading on the final settlement day, 
the reference entity which suffered a credit event will be separated from the 125 
name future and a new futures contract based on this separated name will be 
created

– For each exchange participant holding a position in the 125 name future at the end of the last trading day, 
the same position will be automatically created in the new futures contract based on the separated 
reference entity with a trade price of zero. This contract will be settled based on the theoretical recovery 
rate
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Key elements of the single name recovery 
future

Expiration day is the fifth exchange trading day after the scheduled final price 
determination date as announced in the CDS protocol of ISDA®.

Expiration Day

Eurex will determine the final settlement price at 17:00 CET on the last trading 
day based on the reference price determined according to the CDS protocol of 
ISDA®. 

Final settlement Price

The last trading day is the day on which the final settlement price is determined  
as announced in the CDS protocol of ISDA®. 

Last Trading Day

Month of the expiration dayExpiry Month

Recovery value, expressed in percent with one decimal place.
The recovery value fluctuates until the final settlement price is determined 
according to the CDS protocol of ISDA®. From this date onwards, the recovery 
value remains constant until the expiration date of the future. 

Price Quotation

1/10 of a point, equivalent to a value of EUR 0.80Minimum Price Change

Euro 800Contract Size

Reference entity suffering a credit eventUnderlying
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The Bloomberg CDS Pricing Model

n essential for evaluating the present value change (PV change) of the
underlying iTraxx® index, which is a component of the credit future‘s
price

n Based on a standard methodology accepted by the market
n the underlying iTraxx® index is initially evaluated as a single name CDS
n The CDS present value is zero at the launch of the index series, based

on the fixed coupon attached to the index at launch
n After the index is launched the market will change its perception of the

default risk of the index CDS
– A larger credit spread quoted in the market than the fixed coupon means the (implied) 

default risk is deemed to be higher
– A smaller credit spread quoted in the market than the fixed coupon means the (implied) 

default risk is deemed to be lower
– The currently implied default risk taken from the current market spread is now used to 

revalue the index CDS to obtain a value reflecting the change in the default risk since
the launch of the index. This value is the PV change
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Credit Futures Pricing with No Defaults - Example

n Example:
– on-the-run series iTraxx ® Europe 5 y series listed on Sep 20, 2006 
– maturity: Dec 20, 2011
– Premium/Coupon: 30 bps p.a.
– Quarterly coupons paid with the first coupon on Dec 20, 2006
– Corresponding credit future is listed on Sep 20, 2006 and expires on Mar 27, 2007

n Final Settlement Price of the credit future:
– Basis: 100
– Accrued premium for 189 days: 0.1575
– PV change:

• At market fixing (IIC) 10 bps: 0.8683 (positive PV change, since market level
below coupon

• At market fixing (IIC) 50bps: -0.8534 (negative PV change, since market level
above coupon)

n At market fixing (IIC) = 10 bps, the final settlement price=  101.0258à
rounded to 101.0260

n At market fixing (IIC) = 50 bps, the final settlement price =  99.3041à
rounded to 99.3040
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Credit Futures Pricing with One Default - Example

n Example:
– on-the-run series iTraxx® Europe 5 y series listed on Sep 20, 2006 
– maturity: Dec 20, 2011
– Premium/Coupon: 30 bps p.a.
– Quarterly coupons paid with the first coupon on Dec 20, 2006
– Corresponding credit future is listed on Sep 20, 2006 and expires on Mar 27, 2007
– CDS protocol is announced on Dec 5, 2006

n Final Settlement Price of the credit future:
– Basis: 99.2
– Accrued premium for 77 days with basis 100 (to and including credit event date): 0.0642
– Accrued premium for 112 days with basis 99.2 (after credit event date to and including

the expiration date): 0.0926
– PV change at market fixing (IIC) 45.36 bps: - 0.6564
– Recovery rate contribution: 0,3410 (Recovery rate determined at 42.625%)

= 99.0414 àrounded to 99.0415
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FCDS Screen
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Trading Hours

All times in CET

17:0017:30 – 19:0008:30 – 17:3007:30 – 08:30iTraxx® Europe 5-year Index Futures
iTraxx® Europe HiVol 5-year Index Futures
iTraxx® Europe Crossover 5-year Index 
Futures

Close of trading (on 
the Last Trading Day)

Post-
Trading

TradingPre-TradingProduct

17:0017:30 – 19:0008:30 – 17:3007:30 – 08:30iTraxx® Europe 5-year Index Futures
iTraxx® Europe HiVol 5-year Index Futures
iTraxx® Europe Crossover 5-year Index 
Futures

Close of trading (on 
the Last Trading Day)

Post-
Trading

TradingPre-TradingProduct
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OTC Trade Entry Facilities
n Block Trade, EFS and EFP Functionality will be offered for credit

futures
n Block Trade Minimum Sizes

n OTC transactions fees per contract
– 0.60€ for credit index futures (standard series or new annexes)
– 0.15€ for single name recovery futures
– OTC transaction fees are waived until April 30, 2007
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Margining

* Margin Class and products will be provided together with the publication of the product set-up information

 Product Name Margin Group Margin Class Products in 
this Class

Initial Margin Spread 
Margin

iTraxx® Europe 5-year Index Futures FCDS F5E0 F5E0 0.29 absolute, this 
corre­sponds to EUR 290

EUR 174

iTraxx® Europe HiVol 5-year Index 
Futures

FCDS F5H0 F5H0 0.55 absolute, this 
corresponds to EUR 550

EUR 330

iTraxx® Europe Crossover 5-year 
Index Futures

F5C0 F5C0 2.00 absolute, this 
corresponds to EUR 2,000

EUR 1,200

Single Name Recovery Futures * * 100.00 absolute
(system parameter)
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Margining Single Name Recovery Future

In case of scenario 3 one has to put special attention on the margin 
requirement with regard to the spun off single name contract:
n There will be a worst case calculation for the margin requirement for this single 

name recovery futures contract from the day of creation
– Depending if there is a long or short future position a different margin requirement 

per contract will be calculated
– Therefore the margin requirement changes on a daily basis and needs to be obtained 

through the theoretical price file as for option contracts

Single name recovery futures contract
1. Creation of future on the single name is created in 

overnight batch i.e. 27.09. à 28.09. including the 
calculation of the margin requirement (additional 
margin)

2. To cover worst case losses a different Additional 
Margin will be calculated depending on long and/or 
short positions
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Margining Single Name Recovery Future –
Calculation Example 

Margin requirement (additional margin) for Single Name Future contracts is always 
calculated with the worst-case scenario totaling up to 100% for both sides:

Example 1:

The future contract has a recovery value of 100% which 
translates in a margin requirement (additional margin) of € 
799.20 for the long holder and € 0 for the short holder.

Example 2:

The recovery value corresponds in 60% meaning that the long 
holder is charged with € 479.20 margin requirement (additional 
margin) and the short holder with € 320.

Example 3:

In this case the recovery value is calculated with 40% which 
equals to a margin requirement (additional margin) of € 319.20 
for the long holder and € 480 for the short holder.

Example 4:

The recovery value is 0.1% and therefore the long holder is 
margined (additional margin) with € 0 and the short holder with 
€ 799.20.

The smallest price movement corresponds to 0.1% that is equal to
€ 0.80. The maximum loss that can occur with one contract
is € 799.20 based on the contract value.

Different Margin Requirement Scenarios
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Competitive Fees

n Eurex transaction fees are low and include trading and clearing fees
n No minimum transaction amounts
nTransaction fees are waived until April 30, 2007

Product Order book 
transaction

Fee per 25,000,000€ 
notional at Eurex

iTraxx® Europe 5-year Index Futures 0.40 EUR 100 EUR

iTraxx® Europe Hi Vol 5-year Index Futures 0.40 EUR 100 EUR

iTraxx® Europe Crossover 5-year Index Futures 0.40 EUR 100 EUR

Single name recovery iTraxx® Europe 5-year Index Futures 0.10 EUR

Single name recovery iTraxx® Europe Hi Vol 5-year Index 
Future

0.10 EUR

Single name recovery iTraxx® Europe Crossover 5-year 
Index Futures

0.10 EUR
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Eurex iTraxx® HiVol and Crossover

Formula based cash settlement, determined with four decimal places and commercially 
rounded to the next possible interval (0.0005; 0.001 or a multiple thereof) expressed as the 
sum of
-100 (nominal value figure representing the number of names in the underlying index series)
- present value change of the underlying index series to deal spread
- accrued constant premium (premium accrues until last trading/expiration day)

Final settlement price

The 5th exchange trading day following the 20th of the respective expiry monthLast Trading 
Day/Expiration Day

Coupon fixed for respective iTraxx® seriesDeal spread at 
initiation of contract

The nearest semi-annual month of the March and September cycle will be available for 
trading

Expiration Months

In percent, with two decimal places, expressed as the sum of
- 100 (nominal value figure representing the number of names in the underlying index series)
- present value change of the underlying index series
- accrued constant premium (premium accrues until last trading/expiration day)

Price Quotation

0.01% representing a value of EUR 10Minimum Price 
Change

Euro 100,000Contract Size

The current iTraxx® HiVol/Crossover 5 year index series at introduction of the respective
futures contract month

Underlying
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© Eurex 2007
Deutsche Börse AG (DBAG), Clearstream Banking AG (Clearstream), Eurex Bonds GmbH (Eurex Bonds), Eurex Repo GmbH (Eurex Repo), 
Eurex Clearing AG (Eurex Clearing) and Eurex Frankfurt AG are public companies and are registered under German law. Eurex Zürich AG is a 
public company and is registered under Swiss law. Clearstream Banking S.A. (Clearstream) is a public company and is registered under 
Luxembourg law. The administrating and operating institution of the Frankfurt Stock Exchange (FSE) is DBAG. The administrating and 
operating institution of Eurex Deutschland is Eurex Frankfurt AG (Eurex). Eurex Deutschland and Eurex Zürich AG are in the following referred 
to as the “Eurex Exchanges”. 
All intellectual property, proprietary and other rights and interests in this publication and the subject matter hereof (other than certain 
trademarks and service marks listed below) are owned by DBAG and its affiliates and subsidiaries including, without limitation, all patent, 
registered design, copyright, trademark and service mark rights. While reasonable care has been taken in the preparation of this publication to 
provide details that are accurate and not misleading at the time of publication DBAG, Eurex, Eurex Bonds, Eurex Repo, the Eurex Exchanges, 
Eurex Clearing, Clearstream and FSE and their respective servants and agents (a) do not make any representations or warranties regarding 
the information contained herein, whether express or implied, including without limitation any implied warranty of merchantability or fitness for a 
particular purpose or any warranty with respect to the accuracy, correctness, quality, completeness or timeliness of such information, and (b) 
shall not be responsible or liable for any third party’s use of any information contained herein under any circumstances, including, without 
limitation, in connection with actual trading or otherwise or for any errors or omissions contained in this publication.  
This publication is published for information only and shall not constitute investment advice. This brochure is not intended for solicitation 
purposes but only for use as general information. All descriptions, examples and calculations contained in this publication are for illustrative 
purposes only.
Eurex offers services directly to members of the Eurex Exchanges. Those who desire to trade any products available on the Eurex market or 
who desire to offer and sell any such products to others, should consider legal and regulatory requirements of those jurisdictions relevant to 
them, as well as the risks associated with such products, before doing so.
Eurex derivatives (other than DAX® Futures contracts, Dow Jones STOXX 50® Index Futures contracts, Dow Jones EURO STOXX 50® Index 
Futures contracts, Dow Jones STOXX® 600 Banking Sector Futures contracts, Dow Jones EURO STOXX® Banking Sector Futures contract,
Dow Jones Global Titans 50SM Index Futures contracts, Dow Jones Italy Titans 30SM Index Futures contracts, MDAX® Futures contracts and 
Eurex interest rate derivatives) are currently not available for offer, sale or trading in the United States or by United States persons. 

Trademarks and Service Marks
Buxl®, DAX®, Eurex®, Eurex Bonds®, Eurex Repo®, Euro GC Pooling®, Eurex Strategy WizardSM, FDAX®, iNAV®, MDAX®, ODAX®, 
SDAX®, StatistiX®, TecDAX®, VDAX-NEW®, Xetra® and XTF Exchange Traded Funds® are registered trademarks of DBAG. 
Xemac® is a registered trademark of Clearstream Banking AG. Vestima® is a registered trademark of Clearstream International S.A. 
RDXxt® is a registered trademark of Wiener Börse AG (Vienna Stock Exchange).
iTraxx® is a registered trademark of International Index Company Limited (IIC) and has been licensed for the use by Eurex. IIC does not 
approve, endorse or recommend Eurex or iTraxx® Europe 5-year Index Futures, Europe iTraxx® Hi Vol 5-year Index Futures and Europe 
iTraxx® Crossover 5-year Index Futures.
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iTraxx®
iTraxx is a trade mark of International Index Company Limited (IIC) and has been licensed for the use by Eurex Frankfurt AG].  IIC does not approve, endorse or 
recommend Eurex Frankfurt AG or Eurex iTraxx® Europe future.
Eurex iTraxx® Europe future is derived from a source considered reliable, but International Index Company Limited (IIC) and its employees, suppliers, 
subcontractors and agents (together “IIC Associates”) do not guarantee the veracity, completeness or accuracy of Eurex iTraxx® Europe future or other 
information furnished in connection with Eurex iTraxx® Europe future. No representation, warranty or condition, express or implied, statutory or otherwise, as to 
condition, satisfactory quality, performance, or fitness for purpose are given or assumed by IIC or any of the IIC Associates in respect of the Eurex iTraxx® 
Europe future or any data included in it or the use by any person or entity of the Eurex iTraxx® Europe future or that data and all those representations, 
warranties and conditions are excluded save to the extent that such exclusion is prohibited by law.
IIC and the IIC Associates shall have no liability or responsibility to any person or entity for any loss, damages, costs, charges, expenses or other liabilities 
whether caused by the negligence of IIC or any of the IIC Associates or otherwise, arising in connection with the use of the Eurex iTraxx® Europe future.


