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Sound familiar?
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The market is changing
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iBoxx® iShares® $ High Yield Corporate Bond Index
≈ HYG
Cboe® iBoxx® iShares® $ High
Corporate
IBoxx
iBoxxYield
IBHY
High
Yield Bond Index Futures

The future

iBoxx® iShares® $ Investment Grade Corporate Bond Index
≈ LQD
IBoxx
iBoxx Investment
IBIG
Grade Bond Index Futures
Cboe® iBoxx® iShares® $ Investment
Grade Corporate
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What?
Broad
Liquid
iBoxx
USDiBoxx
High
Yield
Markit
USD
Liquid
HYG
High Yield Index

Developed Markets Index
(GB00BFT1VL61)
Not to(GB00B4K07738)
scale!

Broad

iBoxx USD High Yield Developed Markets Index
(GB00BFT1VL61)

Liquid

Markit iBoxx USD Liquid High Yield Index
(GB00B4K07738)

HYG

iShares iBoxx $ High Yield Corporate Bond ETF
(US4642885135)
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What?
Broad

iBoxx USD High Yield Developed Markets Index
(GB00BFT1VL61)

Liquid

Markit iBoxx USD Liquid High Yield Index
(GB00B4K07738)

HYG

iShares iBoxx $ High Yield Corporate Bond ETF
(US4642885135)

IBHY

iBoxx iShares $ High Yield Corporate Bond Index
(GB00BF9QJD94)

Excluded HYG holdings

HYG holdings not in the “Broad” index

IBHY is cross referenced against Broad rather than Liquid to make the tracking tighter to the ETF whilst maintaining eligibility of securities within a High Yield mandate
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What?
Broad
Liquid
iBoxx USD
Liquid
LQD
iBoxx
$
Overall
Investment Grade Index

(GB00B05CVW93)
(GB00B4K4X773)

Broad

iBoxx $ Overall
(GB00B05CVW93)

Liquid

iBoxx USD Liquid Investment Grade Index
(GB00B4K4X773)

LQD

iShares iBoxx $ Investment Grade Corporate
Bond ETF
(US4642872422)
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What?
Broad

iBoxx $ Overall
(GB00B05CVW93)

Liquid

iBoxx USD Liquid Investment Grade Index
(GB00B4K4X773)

LQD

iShares iBoxx $ Investment Grade Corporate
Bond ETF
(US4642872422)

IBIG

iBoxx iShares $ Investment Grade Corporate
Bond Index (GB00BF9QJY08)

Excluded LQD holdings

LQD holdings not in the “Broad” index

IBIG is cross referenced against Broad rather than Liquid to make the tracking tighter to the ETF whilst maintaining eligibility of securities within an Investment Grade mandate
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Why?
Product

Un/funded

Exposure

Cash bonds

Funded

Credit + Rates

ETF

Funded

Credit + Rates

CDX

Unfunded

Credit

iBoxx TRS

Unfunded

Credit + Rates

Futures

Unfunded

Credit + Rates
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Why?
Product

Un/funded

Exposure

OTC?

Cash bonds

Funded

Credit + Rates

No

ETF

Funded

Credit + Rates

No

CDX

Unfunded

Credit

Yes

iBoxx TRS

Unfunded

Credit + Rates

Yes

Futures

Unfunded

Credit + Rates

No
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When?
Mandate restrictions: can only trade listed
Unfunded: avoids USDILS hedging
Cash equitisation: coupons and new issues
Centrally cleared: OTC risk budget
Total return: no divs to consider
Check your own tax situation!
Can’t lend ETFs: lending revenue priced into futures
Beta: buy-and-hold ETF vs buy-and-roll future
Hedge/tactical short: don’t have to source borrow, CDX is only credit
Tactical long: easy to implement, TRS might have costs to close out
Spreads (HYG v IG yields): can be traded as a package
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What?
1 contract with 1,000 multiplier = c.$137k notional in both IG & HY
Min block = 50 contracts (c.$7m notional)
Four near-term serial months
US hours but potential to open up to Global Trading Hours
Liquidity linked to the ETFs
Block market to start but screen liquidity will build: aggressive LMM programme
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Important Disclosures

Futures trading is not suitable for all investors and involves the risk of loss. The risk of loss in futures
can be substantial. You should, therefore, carefully consider whether such trading is suitable for you
in light of your circumstances and financial resources. For additional information regarding futures
trading risks, see the Risk Disclosure Statement set forth in CFTC Regulation §1.55(b). Options
involve risk and are not suitable for all investors. Prior to buying or selling an option, a person must
receive a copy of Characteristics and Risks of Standardized Options (ODD). Copies of the ODD are
available from your broker or from The Options Clearing Corporation, 125 S. Franklin Street, Suite
1200, Chicago, IL 60606. The information in this paper is provided solely for general education and
information purposes and therefore should not be considered complete, precise, or current. Many of
the matters discussed are subject to detailed rules, regulations, and statutory provisions which
should be referred to for additional detail and are subject to changes that may not be reflected in
the website information. No statement within this publication should be construed as a
recommendation to buy or sell a security or to provide investment advice. Past performance is not
predictive of future returns. Cboe® and VIX® are registered trademarks of, and many indexes are
servicemarks of Cboe Options Exchange (Cboe). S&P® and S&P 500® are registered trademarks of
Standard & Poor's Financial Services, LLC, and are licensed for use by Cboe. ©2019 Cboe Exchange,
Inc. All rights reserved.
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Important Disclosures
Cboe Global Markets, Inc. and its affiliates make no warranty, expressed or implied, including, without limitation, any warranties as of merchantability, fitness for a particular purpose, accuracy, completeness or timeliness, the
results to be obtained by recipients of the products and services described herein, or as to the ability of iBoxx iShares $ High Yield Corporate Bond Index to track the performance of the fixed income securities market, generally,
or the performance of HYG or any subset of fixed income securities, and shall not in any way be liable for any inaccuracies, errors. Cboe Global Markets, Inc. and its affiliates have not calculated, composed or determined the
constituents or weightings of the fixed income securities that comprise iBoxx iShares $ High Yield Corporate Bond Index and shall not in any way be liable for any inaccuracies, errors.
BlackRock financial products are not sponsored, endorsed, sold or promoted by Cboe Global Markets, Inc. or any of its affiliates (collectively "Cboe") and Cboe makes no representation regarding the advisability of investing in
such products. An investor should consider the investment objectives, risks, charges, and expenses of these products carefully before investing. This and other information about these products, including prospectuses, can be
found at www.blackrock.com.
The iBoxx® iShares® $ High Yield Corporate Bond Index and the iBoxx® iShares® $ Investment Grade Corporate Bond Index (the "Indexes") referenced herein are the property of Markit Indices Limited ("Index Sponsor") and have
been licensed for use in connection with Cboe® iBoxx® iShares® $ High Yield Corporate Bond Index Futures and Cboe® iBoxx® iShares® $ Investment Grade Corporate Bond Index Futures. Each party to a Cboe® iBoxx® iShares® $
High Yield Corporate Bond Index Futures or Cboe® iBoxx® iShares® $ Investment Grade Corporate Bond Index Futures transaction acknowledges and agrees that the transaction is not sponsored, endorsed or promoted by the
Index Sponsor. The Index Sponsor makes no representation whatsoever, whether express or implied, and hereby expressly disclaims all warranties (including, without limitation, those of merchantability or fitness for a particular
purpose or use), with respect to the Indexes or any data included therein or relating thereto, and in particular disclaims any warranty either as to the quality, accuracy and/or completeness of the Indexes or any data included
therein, the results obtained from the use of the Indexes and/or the composition of the Indexes at any particular time on any particular date or otherwise and/or the creditworthiness of any entity, or the likelihood of the
occurrence of a credit event or similar event (however defined) with respect to an obligation, in the Indexes at any particular time on any particular date or otherwise. The Index Sponsor shall not be liable (whether in negligence
or otherwise) to the parties or any other person for any error in the Indexes, and the Index Sponsor is under no obligation to advise the parties or any person of any error therein.
The Index Sponsor makes no representation whatsoever, whether express or implied, as to the advisability of purchasing or selling Cboe® iBoxx® iShares® $ High Yield Corporate Bond Index Futures and Cboe® iBoxx® iShares® $
Investment Grade Corporate Bond Index Futures, the ability of the Indexes to track relevant markets' performances, or otherwise relating to the Indexes or any transaction or product with respect thereto, or of assuming any
risks in connection therewith. The Index Sponsor has no obligation to take the needs of any party into consideration in determining, composing or calculating the Indexes. No party purchasing or selling Cboe® iBoxx® iShares® $
High Yield Corporate Bond Index Futures or Cboe® iBoxx® iShares® $ Investment Grade Corporate Bond Index Futures, nor the Index Sponsor, shall have any liability to any party for any act or failure to act by the Index Sponsor in
connection with the determination, adjustment, calculation or maintenance of the Indexes. iBoxx® is a service mark of IHS Markit Limited.
The iBoxx® iShares® $ High Yield Corporate Bond Index and the iBoxx® iShares® $ Investment Grade Corporate Bond Index (the "Indexes") and futures contracts on the Indexes ("Contracts") are not sponsored by, or sold by
BlackRock, Inc. or any of its affiliates (collectively, "BlackRock"). BlackRock makes no representation or warranty, express or implied to any person regarding the advisability of investing in securities, generally, or in the Contracts
in particular. Nor does BlackRock make any representation or warranty as to the ability of the Index to track the performance of the fixed income securities market, generally, or the performance of HYG, LQD or any subset of
fixed income securities.
BlackRock has not calculated, composed or determined the constituents or weightings of the fixed income securities that comprise the Indexes ("Underlying Data"). BlackRock is not responsible for and has not participated in
the determination of the prices and amounts of the Contracts, or the timing of the issuance or sale of such Contracts or in the determination or calculation of the equation by which the Contracts are to be converted into cash (if
applicable). BlackRock has no obligation or liability in connection with the administration or trading of the Contracts. BlackRock does not guarantee the accuracy or the completeness of the Underlying Data and any data
included therein and BlackRock shall have no liability for any errors, omissions or interruptions related thereto.
BlackRock makes no warranty, express or implied, as to results to be obtained by Markit or its affiliates, the parties to the Contracts or any other person with respect to the use of the Underlying Data or any data included therein.
BlackRock makes no express or implied warranties and expressly disclaims all warranties of merchantability or fitness for a particular purpose or use with respect to the Underlying Data or any data included therein. Without
limiting any of the foregoing, in no event shall BlackRock have any liability for any special, punitive, direct, indirect or consequential damages (including lost profits) resulting from the use of the Underlying Data or any data
included therein, even if notified of the possibility of such damages. iShares® is a registered trade mark of BlackRock Fund Advisors and its affiliates.
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