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I. Market developments in the second half of 2005 

The volume of over-the-counter (OTC) derivatives contracts outstanding continued to rise in the second half 
of 2005, albeit at a slowing pace. Notional amounts of all types of OTC contracts excluding credit derivatives 
stood at $285 trillion at the end of December, 5% higher than six months before (Graph 1 and Table 1).1 The 
growth in notional amounts was particularly strong in contracts on commodities (23%) and equities (11%), 
and more moderate in the much larger interest rate (5%) and foreign exchange (2%) segments of the 
market. 

Gross market values, which measure the cost of replacing all contracts and thus represent a better measure 
of risk at a given point in time than notional amounts, declined by 12% to $9 trillion. This was mainly due to a 
rebound in long-term interest rates, which reduced the replacement costs of interest rate swaps.  
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1. Rapid growth in commodity and equity contracts 

Rising commodity prices during the second half of 2005 stimulated activity in commodity contracts, whose 
notional amounts increased by almost one quarter to $3.6 trillion at the end of December. The notional 
amounts of contracts on gold and other precious metals grew by 17% between July and December 2005, 
slightly behind the growth of derivatives on other commodities (23%). However, the sharp rise in gold prices 
during this period led to a doubling of the replacement value of gold contracts to $51 billion. The total gross 
market value of contracts on other commodities increased by one third to $466 billion. 

The worldwide rally in equity prices has left its mark on the OTC derivatives markets. Notional amounts of 
equity derivatives increased by 11% to $5 trillion, whereas gross market values rose by one half to almost 
$0.6 trillion. Activity was particularly buoyant in the market for contracts on Latin American stocks and stock 
indices, whose notional amounts more than tripled to $0.2 trillion. The amount outstanding of contracts on 
Asian equities (excluding Japan) rose by 38% to $0.14 trillion. Among the mature markets, growth was 
particularly strong in contracts on US stocks (35% to $1.4 trillion), despite the relative underperformance of 

All growth rates refer to changes over the previous six months. 
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US equities. Activity in derivatives on Japanese stocks increased by 10%, while that in contracts on 
European equities stagnated at a notional amount of $2.8 trillion.  

2. Slowing growth in interest rate products 

Growth in the notional amounts of OTC interest rate derivatives slowed for the second consecutive half-year 
to 5% in the second half of 2005 (Table 3). This contrasts with semiannual rates of growth well into double 
digits during the first half of the decade. It is still too early to say whether this slowdown in growth is 
temporary or of a more permanent nature, perhaps related to the maturing of the market. What is clear is that 
the rates of growth in the OTC market outstrip those recorded on organised derivatives exchanges. 
Moreover, at $215 trillion at the end of 2005, the notional amounts of OTC interest rate derivatives have 
been far higher than open positions in exchange-traded interest rate contracts. To some extent, the higher 
volume of the OTC segment is explained by the fact that these products tend to have longer maturities than 
futures and options traded on exchanges, the vast majority of which expire within one year. By contrast, only 
one third of all OTC fixed income contracts recorded by the BIS have a residual maturity of one year or less. 
One unit of turnover in the OTC market will therefore be associated with a much larger size of open positions 
than the same unit traded on an exchange.  

A second reason for the higher volume of open positions in the OTC segment is that contracts usually cannot 
be terminated before expiry. A trader wishing to exit a position therefore has to enter a second contract that 
offsets the original exposure. The notional amounts outstanding double as a consequence, even though the 
effective market risk position has dropped to zero. The data for exchange-traded contracts, by contrast, refer 
to the net rather than the gross position of a trader in a particular contract (open interest). Staying with the 
above example, buying a futures contract today and selling it tomorrow will result in zero open interest. As a 
consequence, comparing open positions in the OTC market and those on organised exchanges will be 
biased in favour of the former. To a certain extent, this may also apply to growth rates. 

Financial institutions are the main users of OTC interest rate derivatives. In the period under review, only 
12% of the outstanding contracts of the reporting dealers had a non-financial institution as counterparty. In 
the case of forward rate agreements, the proportion of non-financial customers was even lower, at less than 
4%. 

The growth in notional amounts was fairly balanced across the various types of contract. Interest rate swaps 
continue to be the dominant type of OTC derivatives contract, with notional amounts totalling $173 trillion, 
followed by interest rate options ($28 trillion) and forward rate agreements ($14 trillion).  

The share of the major currencies in the OTC market for interest rate derivatives was stable during the 
second half of 2005. The euro continued to be the most important currency in the market for interest rate 
swaps, accounting for 39% of notional amounts outstanding, it is followed by the US dollar (33% of the 
amount outstanding), the yen (14%) and the pound sterling (7%). By contrast, the dollar was more important 
than the euro in forward rate agreements, where 41% of all contracts (as measured by the amount 
outstanding) were denominated in dollars as opposed to the euro’s 30%. The respective shares in interest 
rate options stood at 43% versus 42%.  

3. Subdued activity in FX derivatives  

Notional amounts of foreign exchange derivatives were stable at $32 trillion, while gross market values 
declined by 13% to $1 trillion (Graph 2 and Table 2). Among the major currencies, activity was particularly 
strong in contracts with one leg denominated in yen, the notional amounts of which increased by 13%. 
Adjusting for the appreciation of the yen against the dollar lifts the rate of growth in such contracts to 23%. 
The growth in yen contracts was driven mainly by a 28% rise in the volume of yen options to $3 trillion, while 
the notional amount of forward contracts remained virtually unchanged. Notional amounts in contracts in 
euros increased by 4% (7% adjusting for exchange rate movements). This contrasted with a 4% decline in 
contracts in US dollars. As a consequence, the share of the dollar in the OTC foreign exchange derivatives 
market declined to 83%, the lowest since data collection began in 1998.  
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Among other currencies, high rates of growth were recorded in contracts on the Australian dollar, where 
notional amounts increased by one fifth to $1.5 trillion. This was entirely due to a 77% surge in the volume of 
options on the Australian dollar. The increase in the amounts outstanding of such instruments was driven by 
the financial sector, while the share of counterparties from the non-financial sector declined from 
approximately one third three years ago to less than 10% at the end of 2005. Even higher growth than in 
Australian dollar contracts was recorded in derivatives on the New Zealand dollar (+60%). This may be 
related to the strong issuance of eurokiwi and uridashi bonds. The latter are foreign currency bonds mainly 
issued by large international banks or supranational institutions targeted at Japanese retail investors. The 
New Zealand dollar has recently overtaken the Australian dollar as the leading currency in this market due to 
the high yields offered in that currency. The issuers of eurokiwis and uridashis tend to swap the proceeds 
into other currencies, and therefore provide a natural counterparty for New Zealand banks issuing in foreign 
currency or for traders speculating on a decline in the NZ dollar. Another factor behind the massive growth of 
the NZ dollar derivatives market could be the increased use of currency swaps for liquidity operations by the 
Reserve Bank of New Zealand, at least to the extent that these operations are with reporting dealers and not 
local or Australian institutions not included in the sample.  

Outstanding amounts in the two emerging market currencies with the largest presence in the OTC foreign 
exchange derivatives markets, the Hong Kong dollar and the Mexican peso, declined by 11% and 35%, 
respectively. In the case of the peso, this decline follows a 60% increase during the first half of the year.  

4. Less rapid growth in credit default swaps  

Notional amounts outstanding of credit default swaps (CDSs) rose by one third during the second half of 
2005 to $13.7 trillion (Table 4), after a 60% increase in the previous six months.2 Gross market values of 
CDSs went up by 31%. Growth was particularly strong in single-name contracts, whose notional amounts 
increased by 40% to $10.2 trillion. Multi-name CDSs rose by 21% to $3.5 trillion. 

The market for CDSs is largely an interbank market. Trades between reporting dealers account for almost 
two thirds of the total notional amount outstanding, and other financial institutions make up much of the 
remainder. Non-financial customers were counterparties in only 3% of all trades. The data do not confirm 
fears that the emergence of a liquid credit derivatives market has led to a large-scale transfer of risks from 

The total notional amount outstanding is calculated as the sum of contracts bought and sold minus half of the sum of contracts 
bought and sold between reporting dealers.  
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the banking to the insurance sector. Insurance corporations accounted for $180 billion (2%) of the protection 
bought, and purchased $60 billion (less than 1%) of the protection sold by the reporting dealers. While it is 
possible that these aggregates hide some sizeable individual exposures, they certainly do not support a 
picture in which insurance companies purchase CDSs to take on credit risk on a massive scale. That said, it 
must be pointed out that the BIS data do not contain information on instruments other than CDSs (including 
synthetic CDOs) that could be used to transfer credit risk across sectors. 

5. Concentration increases in smaller market segments 

Concentration has increased in several segments of the OTC derivatives market, although little change has 
been recorded in the larger currencies or in liquid instruments such as interest rate swaps. By contrast, the 
Herfindahl indices of some product lines that were already characterised by a comparatively high degree of 
concentration, like forward rate agreements in Swiss francs or pounds sterling, have increased noticeably in 
the past six months. In the case of the sterling market, higher concentration in forward rate agreements 
contrasted with lower concentration in interest rate options. A broad increase in concentration is recorded in 
the market for equity-linked derivatives. Herfindahl indices increased by more than 10% in six out of the 10 
instrument/currency categories and decreased by a similar amount in only one. By contrast, the 
concentration indices remained stable in the FX derivatives market.3 

The Herfindahl indices suggest that concentration in the FX derivatives market is lower than in the larger market for interest rate 
derivatives. This may in part be the result of the use of very broad product categories that do not include a breakdown by currency 
pairs. 
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II. Statistical notes 

1. Coverage 

As of end-June 1998, the central banks of the G10 countries introduced the regular collection of statistics on 
derivatives markets through reporting by leading global dealers. The objective of the reporting exercise is to 
obtain reasonably comprehensive and internationally consistent information on the size and structure of 
over-the-counter (OTC) derivatives markets.  

The semiannual OTC derivatives market statistics (Tables 1 to 3) provide data on notional amounts and 
gross market values outstanding of forwards, swaps and options of foreign exchange, interest rate, equity 
and commodity derivatives. All published figures are adjusted for double-counting resulting from positions 
between reporting institutions. Notional amounts outstanding are adjusted by halving positions vis-à-vis other 
reporting dealers. Gross market values are adjusted by adding the total gross positive market value of 
contracts to the gross negative market value of contracts with non-reporting counterparties only. 

As of end-June 2004, the BIS started releasing statistics on concentration measures in the context of the 
semiannual OTC derivatives statistics. The central banks of the G10 countries provided the BIS with data 
back to June 1998, including concentration measures for foreign exchange, interest rate and equity-linked 
derivatives (Tables 6a to 6i). 

In response to a request made by the Committee on the Global Financial System (CGFS), as of end-
December 2004 the BIS started releasing semiannual statistics on credit default swaps (CDSs) (Tables 4 
and 5), which include notional amounts outstanding and gross market values for single- and multi-name 
instruments. As of December 2005, additional information by counterparty, sector and rating has been made 
available. 

2. Definitions 

2.1 Types of data collected 

Notional amounts outstanding: Nominal or notional amounts outstanding are defined as the gross nominal 
or notional value of all deals concluded and not yet settled on the reporting date. For contracts with variable 
nominal or notional principal amounts, the basis for reporting is the nominal or notional principal amounts at 
the time of reporting. 

Nominal or notional amounts outstanding provide a measure of market size and a reference from which 
contractual payments are determined in derivatives markets. However, such amounts are generally not those 
truly at risk. The amounts at risk in derivatives contracts are a function of the price level and/or volatility of 
the financial reference index used in the determination of contract payments, the duration and liquidity of 
contracts, and the creditworthiness of counterparties. They are also a function of whether an exchange of 
notional principal takes place between counterparties. Gross market values provide a more accurate 
measure of the scale of financial risk transfer taking place in derivatives markets. 

Gross positive and negative market values: Gross market values are defined as the sums of the absolute 
values of all open contracts with either positive or negative replacement values evaluated at market prices 
prevailing on the reporting date. Thus, the gross positive market value of a dealer’s outstanding contracts is 
the sum of the replacement values of all contracts that are in a current gain position to the reporter at current 
market prices (and therefore, if they were settled immediately, would represent claims on counterparties). 
The gross negative market value is the sum of the values of all contracts that have a negative value on the 
reporting date (ie those that are in a current loss position and therefore, if they were settled immediately, 
would represent liabilities of the dealer to its counterparties). 

The term “gross” is used to indicate that contracts with positive and negative replacement values with the 
same counterparty are not netted. Nor are the sums of positive and negative contract values within a market 
risk category such as foreign exchange contracts, interest rate contracts, equities and commodities set off 
against one another. 

As stated above, gross market values supply information about the potential scale of market risk in 
derivatives transactions. Furthermore, gross market value at current market prices provides a measure of 
economic significance that is readily comparable across markets and products. 
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Current credit exposure and liabilities: Current credit exposure represents the gross value of contracts 
that have a positive market value after taking account of legally enforceable bilateral netting agreements. 
Liabilities arising from OTC derivatives contracts represent the gross value of contracts that have a negative 
market value taking account of legally enforceable bilateral netting agreements. 

Herfindahl index: The Herfindahl index represents a measure of market concentration and is defined as the 
sum of the squares of the market shares of each individual institution. It ranges from 0 to 10,000. The more 
concentrated the market, the higher the measure becomes. If the market is fully concentrated (only one 
institution), the measure will have the (maximum) value of 10,000.  

2.2 Instrument types 

Forward contracts: Forward contracts represent agreements for delayed delivery of financial instruments or 
commodities in which the buyer agrees to purchase and the seller agrees to deliver, at a specified future 
date, a specified instrument or commodity at a specified price or yield. Forward contracts are generally not 
traded on organised exchanges and their contractual terms are not standardised. The reporting exercise also 
includes transactions where only the difference between the contracted forward outright rate and the 
prevailing spot rate is settled at maturity, such as non-deliverable forwards (ie forwards which do not require 
physical delivery of a non-convertible currency) and other contracts for differences. 

Swaps: Swaps are transactions in which two parties agree to exchange payment streams based on a 
specified notional amount for a specified period. Forward-starting swap contracts are reported as swaps.  

Options: Option contracts convey either the right or the obligation, depending upon whether the reporting 
institution is the purchaser or the writer, respectively, to buy or sell a financial instrument or commodity at a 
specified price up to a specified future date. 

2.3 Specific definitions for credit default swaps 

Single-name CDS: A credit derivative where the reference entity is a single name.  

Multi-name CDS:A contract where the reference entity is more than one name as in portfolio or basket credit 
default swaps or credit default swap indices. A basket credit default swap is a CDS where the credit event is 
the default of some combination of the credits in a specified basket of credits.  

3. Data availability 

Detailed tables on OTC derivatives and concentration measures from end-June 1998, are available with their 
main breakdowns, on the BIS website under http://www.bis.org/statistics/derstats.htm 

4. Next publication dates 

The next OTC derivatives statistics, covering the first half of 2006, will be released no later than 
30 November 2006. 
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III. Statistical tables 

Table 1 

The global OTC derivatives market1 

Amounts outstanding in billions of US dollars 

Notional amounts Gross market values 

End- End- End- End- End- End- End- End-
Jun Dec Jun Dec Jun Dec Jun Dec 
2004 2004 2005 2005 2004 2004 2005 2005 

GRAND TOTAL (excluding 
credit default swaps - CDSs) 220,058 251,499 271,282 284,819 6,395 9,244 10,417 9,139 

A. Foreign exchange contracts 26,997 29,289 31,081 31,609 867 1,546 1,141 998 

Outright forwards  
and forex swaps 13,926 14,951 15,801 15,915 308 643 464 407

 Currency swaps 7,033 8,223 8,236 8,501 442 745 549 452

 Options 6,038 6,115 7,045 7,193 116 158 129 139 

Memo: Exchange-traded contracts2 98 164 170 172 

B. Interest rate contracts3 164,626 190,502 204,795 215,237 3,951 5,417 6,699 5,463

 FRAs 13,144 12,789 13,973 14,483 29 22 31 29

 Swaps 127,570 150,631 163,749 172,869 3,562 4,903 6,077 4,864

 Options 23,912 27,082 27,072 27,885 360 492 592 570 

Memo: Exchange-traded contracts2 49,385 42,769 53,794 52,300 

C. Equity-linked contracts 4,521 4,385 4,551 5,057 294 498 382 560

 Forwards and swaps 691 756 1,086 1,111 63 76 88 105

 Options 3,829 3,629 3,464 3,946 231 422 294 455 

Memo: Exchange-traded contracts2 3,347 3,659 4,553 5,340 

D. Commodity contracts4 1,270 1,443 2,940 3,608 166 169 376 523

 Gold 318 369 288 334 45 32 24 51

 Other 952 1,074 2,652 3,273 121 137 351 472

 Forwards and swaps 503 558 1,748 2,319 0 0 0 0

 Options 449 516 904 955 0 0 0 0 

E. Other5 22,644 25,879 27,915 29,308 1,116 1,613 1,818 1,595 

GROSS CREDIT EXPOSURE6 1,478 2,075 1,897 2,003 

Memo: Exchange-traded contracts2, 7 52,830 46,592 58,517 57,811 

Memo: CDSs8 6,396 10,211 13,698 182 264 346 

All figures are adjusted for double-counting. Notional amounts outstanding have been adjusted by halving positions vis-à-vis 
other reporting dealers. Gross market values have been calculated as the sum of the total gross positive market value of 
contracts and the absolute value of the gross negative market value of contracts with non-reporting counterparties. The grand 
total excludes CDSs, which are shown separately in Tables 4 and 5. 2 Sources: FOW TRADEdata; Futures Industry 

4Association; various futures and options exchanges.  3  Single currency contracts only.   Adjustments for double-counting 
partly estimated. 5 Includes foreign exchange, interest rate, equity and commodity derivatives of non-reporting institutions, 
based on the triennial central bank survey of foreign exchange and derivatives market activity. 6 Gross market values after 

8taking into account legally enforceable bilateral netting agreements. 7  Excludes commodity contracts.     See Tables 4 and 5. 
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Table 2 

The global OTC foreign exchange derivatives market1, 2 

Amounts outstanding in billions of US dollars 

Notional amounts outstanding Gross market values (total) 

End- End- End- End- End- End- End- End-
Jun Dec Jun Dec Jun Dec Jun Dec 
2004 2004 2005 2005 2004 2004 2005 2005 

Total contracts 26,997 29,289 31,081 31,609 867 1,546 1,141 998 

With reporting 
dealers 10,796 11,668 12,179 12,092 247 486 377 322 

With other financial 
institutions 10,113 11,417 12,334 13,039 352 648 470 415 

With non-financial 
customers 6,088 6,204 6,568 6,479 267 413 294 261 

Up to 1 year3 21,252 22,834 24,256 24,134 

Between 1 and 
5 years3 3,912 4,386 4,729 5,180 

Over 5 years3 1,834 2,069 2,097 2,295 

US dollar 24,551 25,726 27,584 26,364 808 1,408 1,024 868 

Euro 10,312 11,900 12,404 12,870 380 752 512 397 

Japanese yen 6,516 7,076 6,907 7,793 178 258 220 256 

Pound sterling 4,614 4,331 4,273 4,422 130 220 150 121 

Swiss franc 1,344 1,452 1,586 1,692 37 60 54 46 

Canadian dollar 968 1,171 1,217 1,380 35 71 56 70 

Swedish krona 767 957 1,039 1,071 18 41 48 23 

Other 4,922 5,965 7,152 7,628 147 282 219 214 

Memo: Exchange-
traded contracts4 98 164 170 172 

See footnote 1 to Table 1. 2 Counting both currency sides of every foreign exchange transaction means that the currency 
4breakdown sums to 200% of the aggregate.  3  Residual maturity.     See footnote 2 to Table 1. 
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Table 3 

The global OTC interest rate derivatives market1 

Amounts outstanding in billions of US dollars 

Notional amounts outstanding Gross market values (total) 

End- End- End- End- End- End- End- End-
Jun Dec Jun Dec Jun Dec Jun Dec 
2004 2004 2005 2005 2004 2004 2005 2005 

Total contracts 164,626 190,502 204,795 215,237 3,951 5,417 6,699 5,463 

With reporting 
dealers  72,550 82,258 87,049 90,984 1,606 2,155 2,598 2,066 

With other financial 
institutions 70,219 85,729 92,092 99,162 1,707 2,631 3,265 2,719 

With non-financial 
customers 21,857 22,516 25,655 25,092 638 631 837 677 

Up to 1 year2 57,157 62,659 68,681 69,091  

Between 1 and 
5 years2 66,093 77,929 82,341 88,402  

Over 5 years2 41,376 49,915 55,773 57,744  

US dollar 57,827 61,103 72,558 75,354 1,464 1,535 1,826 1,535 

Euro 63,006 76,161 76,426 82,641 1,774 2,986 3,692 3,002 

Japanese yen 21,103 24,209 25,224 26,561 324 352 454 301 

Pound sterling 11,867 15,289 16,621 15,248 188 240 372 346 

Swiss franc 2,651 3,243 2,804 3,283 48 62 75 49 

Canadian dollar 1,298 1,475 1,602 1,747 28 40 53 36 

Swedish krona 1,645 2,213 2,222 2,551 28 48 63 41 

Other 5,229 6,809 7,339 7,852 98 155 165 152 

Memo: Exchange-
traded contracts3 49,385 42,769 53,794 52,300  

1 3  See footnote 1 to Table 1.   2 Residual maturity.   See footnote 2 to Table 1. 
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Table 4 

Credit default swaps market 

Nominal or notional principal amounts outstanding at end-June 2005 
In billions of US dollars 

Notional amounts  Gross market values 

End-Dec 2004 End-Jun 2005 End-Dec 2005 End- End- End-
Dec 
2004 

Jun  
2005 

Dec 
2005 bought sold bought sold bought sold 

Total CDS 
contracts 4,653 4,495 7,659 7,405 10,281 9,749 182 264 346 

Reporting dealers 2,740 2,763 4,857 4,849 6,372 6,293 97 153 204 

Other financial 
institutions 1,636 1,485 2,545 2,340 3,552 3,179 73 99 126 

Banks and 
securities firms1 2,147 1,970 66 

Insurance 
firms1 176 59 2 

Other1 1,229 1,150 59 

Non-financial 
customers 276 247 257 216 358 277 12 12 15 

One year or less2 
359 306 571 402 860 475 

Over 1 year up to 
5 years2 3,384 3,375 5,322 5,387 7,162 7,247 

Over 5 years2 910 814 1,765 1,615 2,260 2,027 

Single-name 
instruments3 3,732 3,698 5,521 5,428 7,491 7,312 155 196 247 

Multi-name 
instruments 920 797 2,138 1,977 2,790 2,437 27 69 98 

1  Global aggregates available only from end-December 2005. 2  Not available for gross market values.   3  See Table 5. 
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Table 5 

Credit default swaps market 

Single-name instruments 
Notional amounts outstanding and gross market values at end-December 2005 

In billions of US dollars 

Notional amounts  Gross market values 

End-Dec 2004 End-Jun 2005 End-Dec 2005 End- End- End-
Dec 
2004 

Jun 
2005 

Dec 
2005 bought sold bought bought sold bought 

Total single-name 
instruments 3,732 3,698 5,521 5,428 7,491 7,312 155 196 247 

Reporting dealers 2,297 2,330 3,659 3,617 4,604 4,567 87 120 151 

Other financial 
institutions 1,234 1,191 1,697 1,648 2,622 2,519 59 69 87 

Banks and 
securities firms1 1,628 1,559 49 

Insurance firms1 94 32 1 

Other1 901 928 37 

Non-financial 
customers 200 177 165 163 265 226 9 7 9 

One year or less2 312 275 445 345 647 421 

Over 1 year up to 5 
years2 2,812 2,866 3,841 3,951 5,352 5,498 

Over 5 years2 608 556 1,235 1,130 1,492 1,393 

Sovereigns1, 2 828 844 

Non-sovereigns1, 2 
6,663 6,468 

Investment grade1, 2 
5,241 5,185 

Below investment 
grade1, 2 969 961 

Non-rated1, 2 1,281 1,167 

  Global aggregates available only from end-December 2005. 2  Not available for gross market values. 
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