
Despite these predicted changes to the structure of the market for each type of fixed income 
instrument, market participants are nonetheless attempting to test the boundaries of a 
framework for bonds and swaps trading that is increasingly no longer fit-for-purpose, 
especially within the corporate credit market. 

As a result, GreySpark believes that the corporate credit market must spawn a new 
generation of balance sheet-light, exchange-traded products designed to be structured and 
warehoused by large asset managers, institutional investors and – possibly – central banks.

For more information please visit:

research.greyspark.com

INTEREST RATES SWAPS

In the IRS market, GreySpark 
predicts that liquidity in both vanilla 
OTC and exchange-traded interest 
rates swaps will increasingly be 
transferred into futures markets to 
avoid the costs associated with EU 
and US central clearing mandates.

GOVERNMENT BONDS

GreySpark Partners predicts that, in the future, 
the government bonds market will become more 
all-to-all via a widening of bank-provisioned direct 
market access and prime brokerage services, 
enabling large asset management firms and 
institutional investment clients access to 
exchanges.

CORPORATE BONDS

In corporate bonds, GreySpark expects retail 
markets to become widespread and grow in 
importance within the overall price formation 
process for both investment-grade and high-yield 
instruments in an effort to resolve a long-running 
liquidity dilemma in the marketplace.

SINGLE-NAME CDS

In single-name credit default swaps, 
the inability of futures exchanges to 
standardise the products – and thus 
futurise them – will lead to the 
transferal of more liquidity into CDS 
indices or into exchange-traded 
funds, incentivising further the 
optionisation of the existing range of 
CDX products.

In 2016, fixed income liquidity is moving from a concentrated state wherein a handful 
of exchanges host investor demand, which is distributed across many investment 
banks, to a centralised state encompassing a wider community of banks or 
non-dealer liquidity providers. This change will cause fixed income liquidity to 
become more fragmented in the future. This report explores the implications of these 
changes, and it forecasts how the structure of the marketplace for each instrument 
class could change over the medium-term.
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