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Credit Default Swap (CDS) Index: Market Development and Practices
HUANG Yi' CHEN Zhenhong’
(1.Financial Markets Department, Bank of Communications Co., Ltd.;
2.Fixed Income Department, China International Capital Corporation Lid.)
Abstract The Credit Default Swap (CDS) index is characterized by the dispersion of reference entity credit
risk, high standardization, efficient trading mechanisms, good market liquidity, and high data transparency. It is
a mainstream credit derivative product in the offshore market, but is still in its infancy domestically. This paper
traces the development of the offshore CDS index market and reviews the mainstream product series along with
the core product elements and key operating mechanisms. It also examines the applications of the offshore CDS
index in hedging credit spread volatility risk as well as credit risk monitoring and trading strategies. Based on the
characteristics of the CDS index product, this paper makes four proposals to promote the development of the onshore
CDS index market: strengthenthe promotion of product attributes and best practices, optimize the compilation method
of the CDS index, enhance the standardization of CDS index contracts, and promotethe timely inclusion of the CDS
index in central clearing. Additionally, based on surveys, the paper also provides specific operational suggestions for
managing reference entity credit risk through an overall credit line model, diversifying counterparty risk management
measures, paying attention to wrong-way risk management, and strengthening market risk identification and
measurement.
Keywords CDS Index, Trading, Risk Management
JEL Classification G12 G13 Gl14

20 (&msHHIZ) 2025.03 VOL.154



