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1. Positive Basis

2. High Market Liquidity:
* Volumes vs. Cash
* Volumes during Stressed Periods

3. Enhanced Return Potential: Carry & Roll-down of a Synthetic Instrument



ILLUSTRATIONS OF SYNTHETIC CREDIT ADVANTAGES

B Synthetic currently trades with a positive basis:
» No upside to go cash vs. synthetic
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ILLUSTRATIONS OF SYNTHETIC CREDIT ADVANTAGES O LFIS

B Superior trading volumes for synthetic instruments

2023 US trading volumes on IG (in $B)
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ILLUSTRATIONS OF SYNTHETIC CREDIT ADVANTAGES

B Strong liquidity in stressed periods

Superior liquidity amid
stressed periods:
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Notional amounts traded on synthetic instruments in USD trillion
(Jan. 2019 — Sep. 2020)
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ILLUSTRATIONS OF SYNTHETIC CREDIT ADVANTAGES O LFIS

B Synthetic instruments: Drivers for a greater rolldown vs. cash bonds:
» Similar spread at issuance but flatter yield curve and carry only realizing for the first 2-3 years regarding cash bonds
» CDS instruments immediately roll down on their curve, maximising PnL per unit of risk.

250 = I e 5o (absorbed by OF) TITIM23/404/15/25  T|TIM27/801/28/26
ot investable (absorbe y r
TITIM309/30/25 o
200 - TITIM404/11/24 e
TITIM21/207/19/23 ™Y
8 TITIM35/801/19/24
8150 i TITIM31/401/16/23
Q. /
n TITIM51/402/10/22 ° ¢
- —
(]
e CDS
50 L] L] L] L] L] L] L] 1
N ™ ™ < < Lo Lo O
N o o a q N N a
N — N~ — < <t (o)) i
S & 9 & & 9 9 9
o © (e} (e} — Lo o (e8]
— — — i i i ™ [QV

lllustrative exemple of Telecom Italia: Bond Z Spread vs. CDS Curve
As of January 2022

Source: Bloomberg, LFIS



LFIS

CAPITAL

Get In touch with our Credit Team to discuss further


http://143289600.hs-sites-eu1.com/book-a-meeting-with-lfis
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