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A Market Transformed
By Paul Daley, MD, Fixed Income Lab

The corporate bond market of 2026 looks nothing like the corporate bond market of
2016, and while there have been several forces at work in that transformation, the
single greatest force may be the introduction of portfolio trading. Introduced in 2018
but only identified on TRACE disseminated trades since May 2023, portfolio trading
has grown to 20% of customer volume today from just 5% in 2023.

VOLUME SHIFTING

Prior to the growth of portfolio trading, the corporate bond market had already
begun to organize liquidity around the primary corporate bond indexes published

by Bloomberg Barclays. Prior to 2021, those indexes were priced at 3 p.m. ET. From
2016 to 2020, the share of volume that printed at 3 p.m. ET grew each year from 5%
in 2016 to 9.1% in 2020.

Corporate Bond Volume By Trade Time: Pre-Index Time Shift
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When Bloomberg Barclays changed their index pricing time to 4 p.m. ET on January 14, 2021, the volume
immediately shifted to match the index pricing time, establishing the causality.

Corporate Bond Volume By Trade Time: Post-Index Time Shift
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In addition to shifting time, the volume associated with the index pricing time continued to grow, from
9.3%in 2021 to 15.5% in the first quarter of 2026.

Lining up the index pricing times by year reveals a growth trajectory change in 2025. From 2016 through
2024, volume at the index pricing time grew by 10.5% annually. Over the last two years, the compound
annual growth rate has jumped to 18.1%. The sudden change in growth suggests there is an additional
force at work driving volume to the index pricing time.
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THE IMPORTANCE OF PORTFOLIO TRADING

The additional force appears to be portfolio trading. With a 19.8% share of the customer market in the
first quarter of 2026, portfolio trading commands a very important place in the market. Additionally,
almost half of all portfolio trade volume is printed at, or after, the index pricing time.

Portfolio Trading Market Share by Time: 2026
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PORTFOLIO TRADING PRICING

The three main selling points for portfolio trading are that it delivers operational efficiencies allowing
traders to execute all trades at once and eliminate opportunity costs, allows illiquid bonds to be executed
on par with liquid bonds, and provides superior transaction quality.

While the first selling point (efficiency) is unchanged, the third (pricing) has begun to deteriorate.! Along
with the increasing demand for liquidity via portfolio trades has come an equal and opposite impact

on pricing. In 2023, portfolio trading costs were superior to non-portfolio trading costs (in the 57th
percentile). In 2026, executions slipped to the 50th percentile. Portfolio trades now achieve median
execution.

Portfolio Trade Average Transaction Quality
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The corporate bond market has undergone a steady, one-way transformation in the past decade.
Traders are choosing to align their executions with how their performance is measured. Minimizing price
differences to the broad market indexes appears to be a motivating factor for a portion of the shift to
printing trades at the same time as the indexes are calculated. Relatedly, the importance of portfolio
trading has driven volume to migrate to the same time of day, and as portfolio trading has become more
predominant, pricing has become more average.

1 Inafuture piece we will examine the second selling point of portfolio trading—Iliquidity transformation.
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To learn more, please visit bondwave.com,
email info@bondwave.com
or call 877.795.2929

ABOUT BONDWAVE LLC

Established in 2001, BondWave® is a financial technology firm specializing in fixed income solutions designed to enable clients
to manage and expand their fixed income business with greater efficiency. We serve a wide range of clients, including traders,
compliance professionals, RIAs, and asset managers, who use our tools to provide a superior fixed income experience to their
clients while supporting critical regulatory mandates.

Effi®, our Engine for Fixed Income, is the single platform through which we deliver all our solutions - providing intuitive
dashboards and insights into every fixed income position and transaction to drive informed investment and business
decisions. Effi's capabilities include Portfolio Oversight, Trade Oversight, and curated MuniNews. Our solutions are fueled by
proprietary data sets that are developed using Al, machine learning technologies, and advanced data science.
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