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1.7

Subpart: Contract Specifications for Credit Futures Contracts
The following subpart contains the contract specifications for Futures contracts on credit indices („Credit
Index Futures Contracts“) and for Futures Contracts on specific reference entities of the Credit Index Futures
Contracts (Single Name Recovery Futures) which, in their entirety, are referred to as Credit Futures
Contracts.

1.7.1

Subject Matter of Contract of Credit Index Futures Contracts
(1) A Credit Index Futures Contract is a futures contract on a specific credit index.
(2) Available for trading at the Eurex Exchanges are Credit Index Futures Contracts on the (on-the-run)
index series respectively valid at introduction of the respective futures contracts for the following
indices in the “unfunded” form (CDS form):
§ iTraxx® Europe 5-year index series
§ iTraxx® Europe Hi Vol 5-year index series
§ iTraxx® Europe Crossover 5-year index series.
Either individually or as a whole, the current index series are hereinafter referred to as credit index.
A specific number N of reference entities of the most liquid Credit Default Swaps (CDS) are underlying
the credit index. The number of reference entities underlying the credit index may vary during the term
of the Credit Index Futures Contract. Credit Index Futures Contracts have a contract value of
100,000 Euro.
(3) In case of an actual credit event (Number 1.7.2), also Credit Index Futures Contracts on new versions
of the respective current credit index (credit index which contains at least one reference entity with a
weighting of zero) are available until the next final settlement day in addition to the existing Credit
Index Futures Contracts pursuant to Number 1.7.1 Paragraph 2. New versions of the underlying credit
index consist of N – M reference entities; M refers to the number of reference entities which are
weighted with zero in a new version of the underlying credit index.
(4) For the publication, composition, weighting and calculation of the credit index and new versions of
credit index, the provisions of the International Index Company Ltd. (index provider) apply, available
under www.indexco.com.
(5) The case of a successor event for a reference entity in the credit index generally has no effects on the
Credit Index Futures Contract. There is only an adjustment of the reference entities which
automatically considers the changes in the underlying credit index. In case the index provider - due to
a successor event - creates a new version of the underlying credit index in which the index
composition respectively the weights of the individual reference entities change, the change applies
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automatically for the underlying and for open positions of the respective current Credit Index Futures
Contract. Irrespective of the regulation of aforementioned Paragraphs and Clause 1, the Management
Boards of the Eurex Exchanges may – in case of changes of the calculation of the credit index or a
change of its composition and weighting which do not seem to reflect the comparability between the
concept of the credit index with the concept relevant at the time of admission of the Credit Index
Futures Contract - arrange for a close of trading in the existing contracts on the last Exchange day
before the changes in the respective credit index become effective. In this case, open positions shall be
settled in cash after close of trading. The respective final settlement price (Chapter II. Number 2.8.2 of
the Clearing Conditions of Eurex Clearing AG) are relevant. In case the composition and weighting of
the credit index changes in particular, the Management Boards of the Eurex Exchanges may
furthermore introduce Credit Index Futures Contracts on the basis of Number 1.7.1 Paragraph 3. The
regulations of this paragraph also apply in case of the successor for a reference entity in the underlying
credit index.
1.7.2

Credit event
(1) For Credit Index Futures Contracts within the meaning of this subpart, a credit event for a specific
reference entity shall be deemed to have occurred when the International Swaps and Derivatives
Association, Inc. (ISDA) publishes a CDS protocol which announces a final price determination for a
specific reference entity in the credit index (actual credit event).
(2) An anticipated credit event occurs if the index provider – basically without occurrence of an actual
credit event – issues a new version of the underlying credit index which contains a weighting of zero
for at least one reference entity (anticipated credit event).
(3) Actual credit events will only become effective from the trading day following the day of the credit
event in terms of adjustment of the price components within the meaning of Number 1.7.6 and
Number 2.8.2 of the Clearing Conditions of Eurex Clearing AG. In case an actual credit event occurs
on the last trading day until the close of trading, Number 1.7.8 immediately applies regarding the
adjustment of the basis. Number 2.8.2 Paragraph 3 of the Clearing Conditions of Eurex Clearing AG
applies accordingly.

1.7.3

Settlement obligations
In case the final settlement price is above the agreed price after close of trading, the seller of a Credit Index
Futures contract is obligated to settle the difference between the agreed price and the higher final settlement
price in cash (Chapter II, number 2.8.2 of the Clearing Conditions of Eurex Clearing AG). In case, the final
settlement price is below the agreed price after close of trading, the buyer is obligated to settle the difference
between the agreed price and the lower final settlement price in cash.

Contract Specifications for Futures Contracts
and Options Contracts at Eurex Deutschland
and Eurex Zürich

1.7.4

January March 27, 2007
Seite 3

Term
For Credit Index Futures Contracts, terms are available at the Eurex Exchanges until the final settlement day
(number 1.7.5 Paragraph 2) of the next half-year’s expiry date (March, September). New Credit Index
Futures contracts shall – subject to the exceptions ruled in Number 1.7.1 Paragraph 3 and Number 1.7.1
Paragraph 5 Clause 5 - only be introduced in March and September.

1.7.5

Last Trading Day, Final Settlement Day, Close of Trading
(1) The last trading day of Credit Index Futures contracts is the final settlement day.
(2) The final settlement day of Credit Index Futures contracts is always the fifth trading day after the 20th
calendar day of a respective half-year expiry date, provided that on this day, the International Index
Company publishes the official iTraxx index level (bid and ask spread levels) for the underlying credit
index, otherwise the next trading day.
(3) Close of trading on the last trading day is 5:00 p.m. CET.

1.7.6

Price Gradations, Price Components
(1) The price of a Credit Index Futures Contract shall be quoted as a percentage of the contract value, as
follows:
§ with three decimal places for Credit Index Futures Contracts with the iTraxx Europe 5-year index
series as underlying,
§ with two decimal places for Credit Index Futures Contracts with the iTraxx Europe Hi Vol 5-year
index series and the iTraxx Europe Crossover 5-year index series as underlying.
The price of the Credit Index Futures Contracts shall be determined as a sum of:
§ the Basis:
The basis is determined as the ∑ ni , whereby ni is the weight of the ith reference entitiy in the index
and the sum is only determined by the weights of the reference entities which did not experience
an actual credit event at the given point in time. As long as no actual credit event has occurred, the
∑ ni corresponds to a basis of 100. In case there is an actual credit event and the respective
reference entity has a weight of e.g. 0.8 % in the index, the ∑ ni would correspond to a basis of
99.2. For Futures contracts pursuant to Number 1.7.1 Paragraph 3, the ∑ ni corresponds to a
basis smaller than 100
§ the Change in the Present Value:
The change in the present value of the underlying credit index results from the change of the credit
spread, relating to the respective basis. The determination of the present value is based on the
current credit spread and the deal spread (coupon) of the underlying credit index.
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§ the Premium:
The premium is accrued daily or for two or more days, for weekends or holidays. The premium rate
is identical to the coupon of the underlying index series and remains unchanged over the entire
term of the respective credit futures contract. The premium is calculated daily on the basis of the
sum of the weight of those reference entities in the credit index that have not experienced an actual
credit event. As long as there is no actual credit event, the basis for the daily premium calculation
is 100. For Futures contracts pursuant to Number 1.7.1 Paragraph 3, the basis is smaller than
100 also before occurrence of an actual credit event. On the following day, after occurrence of an
actual credit event, the basis for the daily premium calculation is reduced by the weight of that
reference entity in the underlying credit index which has experienced an actual credit event.
§

and, as the case may be, the proportional recovery rate of the reference entity in the
underlying credit index, that has experienced an actual credit event.
The proportional recovery rate of the reference entity, that has experienced an actual credit
event, is determined pursuant to the following formula:
RR * w / 100
W – weighting of the reference entity in the underlying index, which has experienced an actual
credit event, in percent
RR = recovery rate in percent

The provisions for determination of the final settlement price in Number 2.8.2 of the Clearing
Conditions of Eurex Clearing AG apply with respect to the specification of above-listed price
components.
(2) The smallest price change (Tick) is

1.7.7

§

0.005 percent in Credit Index Futures Contracts on the iTraxx Europe 5-year Index series; this
corresponds to a price of EUR 5

§

0.01 percent in Credit Index Futures Contracts on the iTraxx Europe Hi Vol 5-year Index series and
iTraxx Europe Crossover 5-year Index series; this corresponds to a price of EUR 10.

Settlement, Cash Settlement, Opening of Positions
(1) Settlement day for Credit Index Futures contracts is the Exchange day after the final settlement day.
(2) The settlement of Credit Index Futures contracts is executed via cash settlement between the Clearing
Members. The responsible Clearing Member is in charge of the cash settlement to Non-Clearing
Members and its own clients; the Non-Clearing Members are in charge of the cash settlement of NonClearing-Members to their clients.
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(3) If an actual credit event has occurred and if the final price determination pursuant to the ISDA CDS
protocol for the reference entity which has experienced such credit event takes place only after the final
settlement day of the Credit Index Futures Contracts, Eurex Clearing AG opens on the basis of
Number 2.8.2 Paragraph 3 of the Clearing Conditions of Eurex Clearing AG the same number of
positions in the Single Name Recovery Futures Contract, introduced on basis of Number 1.7.8, for the
respective Exchange participant according to the number of positions existing in the Credit Index
Futures Contract on the final settlement day. Furthermore, for this Single Name Recovery Futures
Contract, the provisions of Number 1.7.8 apply. The opening of the respective positions is carried out
automatically. In case the Exchange participant is no Clearing Member, Number 2.2 Paragraph 2 of
the Conditions for Trading at Eurex Deutschland and Eurex Zürich apply accordingly. The Exchange
participant has a respective obligation vis-à-vis its clients.

1.7.8

Single Name Recovery Futures Contract
(1) In case an actual credit event occurs and the final price determination according to the ISDA CDS
protocol takes place after the final settlement day of the Credit Index Futures Contracts, the reference
entity, for which the ISDA has announced a final price determination in the course of a CDS protocol,
shall become the underlying of a separate Credit Futures Contract (Single Name Recovery Futures
Contract). The Single Name Recovery Futures Contract shall be available for trading on the next
trading day after the final settlement day of the Credit Index Futures contracts within the meaning of
Number 1.7.5; the information provided by the ISDA when publishing a CDS protocol, being available
under www.isda.org, are relevant for the determination of the reference entity. For the contract
specifications of this Single Name Recovery Futures Contract, the provisions of this subpart apply.
(2) The contract value in Euro corresponds to the proportional weight of the affected reference entity in the
contract value of the Credit Index Futures Contracts pursuant to Number 1.7.11. The Management
Boards of the Eurex Exchanges may adjust the contract value, provided that a change of the weighting
of the reference entity exists in the credit index.
(3) The price of a Single Name Recovery Futures Contract shall be determined in percentage of the
contract value with one decimal place. The smallest price deviation (Tick) is 0.1 %2. If the Eurex
Exchanges resolve upon the basis of Paragraph 2 Clause 2; the contract value and the value of the
smallest price deviation change accordingly.
(4) Numbers 1.7.3 und 1.7.7 Paragraph 1 and 2 apply accordingly.
(5) The last trading day of a Single Name Recovery Futures Contract is the day on which the final price
determination is carried out in the course of the ISDA CDS protocol.
(6) The final settlement day of Single Name Recovery Futures Contract is the fifth trading day after the
announced day of the final price determination pursuant to the ISDA CDS protocol. The term of the

1

This would e.g. correspond to a contract value of EUR 800 for reference entities of the iTraxx Europe 5-year index series with a
weight of 0.8 %.
2
This would e.g. correspond to a tick value of e.g. EUR 0.80 with a contract value of EUR 800 within the scope of the iTraxx
Europe 5-year index series.
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Single Name Recovery Futures Contract corresponds to the calendar month which includes the final
settlement day.
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