7
)

‘5 © Z"—:iﬂﬁiﬁ \ Macroeconomics

MAERE . atE 2R T S E E o
WXL 5 WE BN

XY B

] REZ G MUAEER "M Ethis, RN T SEoThahtk? MR
LG, ZORMERE ISR . BB S  aRk B R IRE , TR ALAT, RUBRR SRS, X RIES 5P
FIEBUR A S A, MR T, riv e RIES IR, BOTRG BT T BUR AR R RE D ZIRBE, X%
FLAF 5 46 - 2 i 1 S5 iR i 4% B IR AE, il R R BT RA BT, W 3hik & 5 S T W g 0
BURBL, R FRORIEZZ DS, HA LN 55 P T2 R BT SRR B . ATAT 9 NG 393 1 A B vb A BLAG) Bt
PR AR RN, BORE SAE TS T G W A R R B FE S A ALAF K55 i B S0 PR 45
Fa I I 27 1 A ME 5 e 1 K, ik 4 vp i 5015 I Tl S B R T T 0, SO ARIIE & 15 i i 22 HE A 38

o)
=

eSS4

JEIRAE, ot A a SR TR, AR AR Bk WR B A fi 2 W 3 55 4/ AU
s S MaReT R RIRAIER RIEs S

—

—. 55

2025 4FDAR, BRI e R EETEA
Ry, &S GBI N A
PR AR IR T, ERUBURR
W RE S s PE L B R S
BURBAERARZ DAL E, TERE, WE 45
DAY R G855 5 I W 22 5 i SR h iR B R
N REINTF, RRAERO T F—4, 78
BB PG 5 T 3P A TR S B T
F L AP Al SRIR A I 'E AT 2025 4F 12
FIT 6 CASEARANE 7 2005 3 [ 2 27 W 3K DAZE
FroowEsra, HFaksuimd 7 &l T A
(SRF) [ & 4652 5 %t T i ah ik, A
FE S R FE RS W T 51817 @

HIEEmE, 2025 4F 12 7 12 H ARAR

XIFR, il ERAT Ak T g AR a| K2,
®

T ARG R S PR AT TAESBOE
FRE R ORI S Ve FEAR . RSl
W EraistT, HERLTERE 5= Tk
R SR AL S AL A,
71t ORI T 37 Yk Sl A/ -5 I 0 R A Y
RIS TER N . TEE N AM IS BUR R 10 /5
N, EEEGEEZGERNINSE. BT
55 [l W Rl ot v FERR T A G Bk A, HAE R
SRR T IA R B AR AE )45 5T EARIIE
eSrer B R ARG T R AR
TR L AR il & BATH IR iR B 22
WA RERAE, #8R T BRGS0
TENEFE

EEE GRS T2 5 (Treasury
Cash-Futures Basis Trade, fHifREERS),
e IE AR E A5 S WSS T S i

https://www.sec.gov/securities-topics/treasury-clearing-implementation.
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US 5YR NOTE (CBT) Marz26 Bas.32nds Cash Contract
[T 4 05/31/30 (CTD) [-] Center | 1.395]  101—06"] 109—03
Conversion Factor 0.9272 [ Prices in Decimal Spacing | 1.000] "o1]] 01
Settle [ 12/15/2025 [t Delivery [ 04/03/2026 [t 109 Days ACT/|360 |- Act Repo% 3.694
91) Net Basis WERDMMI= ML MM 93) Gross BasisY 94) Cash Price 1 95) Contract Price
Cash Contract
109—01| 109—-01+ 109—02| 109-02+ 109—03| 109—03+ 109—04| 109—04 + 109—05
101—-02% [ 3.932 3.978 4.024 4.070 4.116 4.162 4.208 4.254 4.300
101-03"s 3.882 3.928 3.974 4.020 4.066 4.112 4.158 4.204 4.250
101—03% 3.832 3.878 3.924 3.970 4.016 4.062 4.108 4.154 4.199
101—04" 3.781 3.827 3.873 3.919 3.965 4.011 4.057 4.103 4.149
101—04% 3.731 3.777 3.823 3.869 3.915 3.961 4.007 4.053 4.099
101-05"s 3.681 3.727 3.773 3.819 3.865 3.91 3.957 4.003 4.049
101—05% 3.631 3.677 3.723 3.769 3.815 3.861 3.907 3.953 3.999
101—06" 3.5681 3.627 3.673 3.719 3.765 3.811 3.857 3.903 3.949
101—06% 3.5631 3.577 3.623 3.669 3.715 3.761 3.806 3.862 3.898
101-07" 3.481 3.627 3.673 3.619 3.665 3.710 3.756 3.802 3.848
101—07% 3.431 3.477 3.623 3.568 3.614 3.660 3.706 3.752 3.798
101-08" 3.381 3.427 3.473 3.5618 3.664 3.610 3.656 3.702 3.748
101—08% 3.331 3.377 3.422 3.468 3.514 3.560 3.606 3.662 3.698
101—-09" 3.281 3.327 3.372 3.418 3.464 3.510 3.556 3.602 3.648
101—09% 3.231 3.277 3.322 3.368 3.414 3.460 3.506 3.652 3.698
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Tiny Profits Drive Massive Positions: A Liquidity Risk Perspective on U.S. Treasury Basis Trading
and Regulatory Insights
LIU Han
(Vice General Manager, Financial Markets Department, Shanghai Pudong Development Bank)

Abstract Why does basis trading typically "smooth" the U.S. Treasury market but "drain" dollar liquidity during
times of stress? From a liquidity perspective, this strategy tightly connects cash securities, futures, and repo financing,
forming a high-leverage, short-term rollover financing chain that is highly sensitive to margin requirements and
discounts. When funding rates rise, or margins and discounts increase, and market makers face limitations in their
balance sheets, deleveraging and forced liquidations can intensify along the repo and collateral chains. This triggers
a feedback loop of rising financing costs, forced asset sales, and shrinking market depth, significantly amplifying
basis volatility. The core vulnerability stems from maturity mismatches, the pro-cyclical nature of leverage, and
the constraints imposed on intermediary institutions' balance sheets. The policy implications suggest a focus on
strengthening market resilience rather than simply reducing arbitrage activities. The key recommendations are
implementing comprehensive monitoring and stress testing of leverage levels and financing term structures, upgrading
centralized clearing and repo market infrastructure, improving the counter-cyclical characteristics of margin and
discount arrangements, and enhancing emergency liquidity support tools to reduce the likelihood of triggering
liquidity spirals and systemic spillover risks.
Keywords U.S. Treasury Basis Trading, Repo Financing, Implied Repo Rates, Margin and Discount Adjustments
JEL Classification GI12 GI15 E44
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