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March 2018 saw the successful 
launch of CME FX Link, the first-
ever electronic central limit order 
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spot foreign exchange and listed 
FX futures. 
CME FX Link is the first ever anonymous, automated 

central liquidity pool for efficiently managing a wide 

range of FX swap, forward, and basis risk exposures.
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Key Use Cases
Many market practitioners have adopted CME FX Link as a natural complement 
to the Exchange’s listed FX futures products, using it to help reduce and manage 
exposures to OTC spot FX, forwards, and swaps, while gaining the benefits 
of central counterparty clearing, margin efficiencies, anonymity, and lower 
operational costs on a fully electronic, transparent, and regulated marketplace.

We have witnessed a diverse array of participant adoption from proprietary trading firms who are wrestling 
with capital and cost inefficiencies of managing exposures across spot FX and FX futures to banks and buy 
side trading desks looking for a centrally traded and cleared liquidity pool for FX swaps. Additionally, we 
continue to attract more futures commission merchants (“FCMs”) and prime brokers (“PBs”) who are looking 
to manage credit and balance sheet impacts associated with their client’s trading activity.

Below we have highlighted a few of the more common use cases 
associated with FX Link:

Replicating FX Swap Activity

Market participants typically roll spot FX exposures via 
bilaterally traded FX swaps, while dealer banks rely on 
voice brokers for FX swaps hedging.  With FX Link, the 
market now has an anonymous and cleared central liquidity 
pool for rolling exposures from spot to IMM futures dates 
while providing dealer banks with an efficient, anonymous 
hedging outlet.

Managing FX Basis Positions

Managing spot-futures basis positions and hedging spot 
exposures with FX futures often required two transactions 
– one in OTC spot FX, another in FX futures. With FX 
Link, market participants now close out basis positions or 
futures hedges in a single transaction, efficiently mitigating 
execution risks associated with trading multiple legs 
independently.

Converting Non-IMM to IMM Exposure

Market participants looking to convert a non-IMM 
dated forward FX exposure into a IMM-dated exposure 
traditionally have rolled these positions forward by 
transacting in offsetting IMM-dated OTC FX swaps.  Users 
of FX Link are now able to efficiently migrate broken-date 
positions into IMM-dated futures positions with netting and 
clearing benefits.

Hedging FX Risk of Commodity Transactions

Market users seeking to hedge FX exposures related to 
delivery of non-IMM-dated commodity forward contracts 
traditionally can hedge these exposures with notionally 
equivalent, non-IMM dated OTC FX forwards. These 
participants can now use FX Link to bring an IMM dated 
futures exposure to spot in line with the delivery date of the 
commodity forward.

Converting a Spot Delta Hedge

Option traders who use the OTC FX spot market to lay off 
residual delta exposure in their listed FX option positions are 
now using FX Link to replace these spot hedges with delta-
equivalent IMM-dated futures hedges to optimize their 
margin requirement.

Turning a Listed FX Option to Spot Delivery

Market participants who need to repatriate proceeds from 
a maturing investment traditionally trade OTC FX options 
to obtain spot settlements. These clients are now accessing 
CME’s liquid listed options for capital efficient hedging, and 
if exercised for futures, use FX Link to achieve the desired 
spot settlement.



Market Developments
In its first year, FX Link has grown consistently, averaging 14,000 contracts per 
day in 2019 (~ $1.5 billion notional per day). 

Supported by a diverse client base comprising banks, proprietary trading firms, and buy-side investors, with 
eight FXPBs and nine FCMs. In the first quarter of 2019 alone, FX Link witnessed nine of ten of its largest 
volume days, including a record daily volume of 41,013 contracts ($4.27 billion) on September 18, 2019.

These recent volume achievements 
are the result of the robust liquidity 
available in FX Link, which is 
routinely quoted with a bid-ask 
spread at 1-2 tenths of a tick  
(Table 1) with actionable book 
depths between 250 to 350 
contracts (Table 2) at the top of 
book ($30-50 million notional) 
during regular trading hours (‘RTH’).

CME FX Link Average Daily Volume

Contracts Average Daily Volume Notional 

Source: CME Group, April 2019
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Table 1:  FX Link Basis Spread Execution Costs (Ticks)

EUR/USD USD/JPY GBP/USD AUD/USD USD/CAD USD/MXN

Top-of-Book 0.19 0.19 0.17 0.17 0.2 0.19

100-Lot 0.19 0.19 0.17 0.18 0.2 0.19

200-Lot 0.19 0.19 0.17 0.19 0.21 0.2

500-Lot 0.23 0.22 0.21 0.25 – –

Minimum Price Increment = 1/10 tick (0.1) 
RTH = Regular Trading Hours (07:00-16:00 Chicago time) 
Source:  CME Group, March 2019.

Table 2:  FX Link Basis Spread Market Depth (Contracts)

EUR/USD USD/JPY GBP/USD AUD/USD USD/CAD USD/MXN

Top-of-Book 487 476 415 327 293 272

Level 2 1304 1356 1257 1135 916 571

Level 3 1805 1809 1729 1614 1366 739

Level 4 1995 1933 1907 1686 1541 820

Level 5 2052 1977 1930 1686 1561 847

1 EUR/USD Contract = 125,000 Euros 1 JPY/USD Contract = 12,500,000 Japanese Yen 
1 GBP/USD Contract = 62,500 British Pounds 1 AUD/USD Contract = 100,000 Australian Dollars 
1 CAD/USD Contract = 100,000 Canadian Dollars 1 MXN/USD Contract = 500,000 Mexican Pesos

RTH = Regular Trading Hours (07:00-16:00 Chicago time) Source:  CME Group, March 2019.



Large Order Liquidity
Given that FX swaps are typically transacted in large notional sizes of  
$100 million or more in the OTC market, FX Link participants have consistently 
demonstrated the ability to work a series of smaller orders over relatively short 
time periods to effectively transact similarly large notional sizes at single prices 
across all eight FX Link currency pairs with no negative market implications. 

By leaning on extant FX Link CLOB liquidity, these participants have been able to achieve the large 
notional sizes that they require to manage the price risks of their FX portfolios at single prices with absolute 
full trade certainty.

The below table summarizes three examples of large order liquidity where market participants have 
successfully leveraged the FX Link CLOB to execute large notional transaction sizes in the basis spreads.

•  On May 5th, 2019 – the FX LINK CLOB in the USD/JPY witnessed the execution of 18 trades with an 
average order size of 176 contracts for a total of 3,168 contracts at an average execution price of 
-0.0294 with a standard deviation in price of 0.00037.

•  On July 31st, 2019 – the FX Link CLOB in the AUD/USD saw an execution of 65 trades with an average 
order size of 80 contracts a total of 5,180 contracts traded at an average price of 0.00112 with a 
standard deviation of 0.000002.

•  On July 29, 2019 – the FX Link CLOB in the GBP/USD noted the execution of 18 transactions with an 
average order size of 75 contracts a total of 1,350 contracts traded at a single price of 0.00286 with  
zero deviation in price.

Table 3:  Examples of Large Order Liquidity in FX Link

FX Link 
Basis Spread Date

Time 
Window

Number of 
Trades

Average 
Transaction 
Size in 
Contracts

Execution 
Price on 
CME Globex

Large Order Size

Contracts
Notional 
($ Millions)

AUD/USD 05/13/2019 8 Minutes, 
and 30 
seconds

18 176 -0.02942 3168 363

USD/MXN 07/31/2019 13 minutes, 
and 41 
seconds

65 80 0.001119242 5180 357

USD/CAD 07/29/2019 2 minutes, 
and 28 
seconds

18 75 0.00286 1350 103

Source:  CME Group



Making a Good Thing Better
Since CME FX Link’s debut, it has benefitted from two key improvements that 
market participants have embraced.

Last November, CME expanded the FX Link listing schedule by adding, for each currency pair, the basis 
spread between spot FX and the first deferred quarterly futures delivery month. Thus, for any currency 
pair enabled on FX Link, listings now comprise basis spreads between spot FX and each of the nearest 
two quarterly futures delivery months, plus basis spreads between spot FX and each of the nearest two 
serial (i.e., non-quarterly) futures delivery months, providing market participants with more comprehensive 
and efficient means for managing market exposures out to six months on the FX forward curve, where the 
majority of FX spot, forward, and swap activity occurs.

Since their inclusion  
into the FX Link suite,  
USD/CHF and  
NZD/USD have had 
ADVs of  
738 ($93 million)  
and 496 ($33 million).

Covering the Forward Curve
FX Link – together with FX Monthly and Quarterly futures – create a comprehensive, efficient, central liquidity source for 
managing various FX forward & swap exposures.

Monthly FX Futures
Connects IMM outrights and spread combinations covering active IMM forwards and forward rolls

FX Link
Connects FX Spot and FX futures, with spreads from spot to four liquid IMM dates

Spot 1 mo IMM 2 mo IMM 3 mo IMM 4 mo IMM 6 mo IMM

Table 4:  
FX Link Basis Spread Execution Costs (Ticks)

USD/CHF NZD/USD

Top-of-Book 0.23 0.21

100-Lot 0.23 0.21

200-Lot – 0.21

Minimum Price Increment = 1/10 tick (0.1) 
RTH = Regular Trading Hours (07:00-16:00 Chicago time) 
Source:  CME Group, March 2019.

Table 5:  
FX Link Basis Spread Market Depth (Contracts)

USD/CHF NZD/USD

Top-of-Book 302 316

Level 2 856 809

Level 3 1013 1000

Level 4 1015 1000

Level 5 1015 1000

1 CHF/USD Contract = 125,000 Swiss Francs 
1 NZD/USD Contract = 100,000 New Zealand Dollars

RTH = Regular Trading Hours (07:00-16:00 Chicago time)

Source:  CME Group, March 2019.



For more information, please contact: 
Paul Houston 
Head of FX, London Office  
paul.houston@cmegroup.com 
+44 203 379 3355

Matthew Gierke 
London Office  
matthew.gierke@cmegroup.com 
+44 20 3379 3546

Divay Malhotra 
London Office  
divay.malhotra@cmegroup.com  
+44 20 3379 3796

Ravi Pandit 
Singapore Office  
ravi.pandit@cmegroup.com 
+65 6593 5562

Craig LeVeille 
Chicago Office  
craig.leveille@cmegroup.com 
+1 312 454 5301

Graham McDannel 
Chicago Office 
graham.mcdannel@cmegroup.com 
+1 312 454 5209

Kevin McMillin 
Chicago Office  
kevin.mcmillin@cmegroup.com 
+1 312 930 8264

cmegroup.com/fxlink

Collaboration Achieves
The successful launch of CME FX Link as the first-ever liquid FX basis market 
would not have happened without the Exchange’s collaboration with market 
participants to develop innovative means to mitigate the costs of transacting in 
the OTC FX and FX futures markets.

The enduring value of that collaboration is starting to show, with FX Link fast becoming the choice of 
market participants who seek to manage their FX swap exposures anonymously, at lower cost, on a 
standardized basis, in a regulated electronic marketplace, with the safeguards of CME Clearing. 

Manage common FX risks more efficiently
Through FX Link, participants can manage various FX swap, forward, and basis trading needs via an 
anonymous, automated, and cleared central liquidity pool.

However FX Link is utilized, the benefits are the same

Central Limit Order 
Book Liquidity

Capital Benefits Centrally Cleared Removed 
Legging Risk

Anonymity Netting Benefits



Neither futures trading nor swaps trading are suitable for all investors, and each involves the risk of loss. Swaps trading should only be undertaken by investors who are Eligible Contract 
Participants (ECPs) within the meaning of Section 1a(18) of the Commodity Exchange Act. Futures and swaps each are leveraged investments and, because only a percentage of a contract’s value 
is required to trade, it is possible to lose more than the amount of money deposited for either a futures or swaps position. Therefore, traders should only use funds that they can afford to lose 
without affecting their lifestyles and only a portion of those funds should be devoted to any one trade because traders cannot expect to profit on every trade.

CME Group, the Globe Logo, CME, Globex, E-Mini, CME Direct, CME DataMine and Chicago Mercantile Exchange are trademarks of Chicago Mercantile Exchange Inc. CBOT is a trademark of 
the Board of Trade of the City of Chicago, Inc. NYMEX is a trademark of New York Mercantile Exchange, Inc. COMEX is a trademark of Commodity Exchange, Inc. All other trademarks are the 
property of their respective owners.

The information within this communication has been compiled by CME Group for general purposes only. CME Group assumes no responsibility for any errors or omissions. Additionally, all 
examples in this communication are hypothetical situations, used for explanation purposes only, and should not be considered investment advice or the results of actual market experience. 
All matters pertaining to rules and specifications herein are made subject to and superseded by official CME, CBOT, NYMEX and COMEX rules. Current rules should be consulted in all cases 
concerning contract specifications.

Copyright © 2020 CME Group Inc. All rights reserved. PM2750/0120
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