HIGH VELOCITY
MARKETS
A case study on U.S. and EMEA exchange-traded
product performance from January 12-26, 2022
The two week period of January 12-26, 2022 was one of the most turbulent times for global financial markets since COVIDinduced market volatility began in February 2020. Increasingly elevated inflation levels, the Federal Reserve shifting
towards tighter monetary policy with multiple planned rate hikes, and increased geopolitical uncertainty were all driving
forces. The Cboe Volatility Index (VIX), often referred to as the market’s “fear gauge,” nearly reached 39 on January 24,
2022—higher than any point in 2021—while the S&P 500 had its worst-ever start to a year since 2009.1 Despite this
turbulence, trading in exchange-traded products (ETPs) remained orderly. In fact, data from this period suggest that, as in
prior bouts of volatility, investors increasingly turned to ETPs to access markets.

Historically, we have observed that ETP volumes tend to
rise in tandem with market stress as investors use ETPs to
allocate capital and manage risk when volatility increases.
We see this exhibited through the correlation between VIX
Index levels and U.S. ETP trading volume as a percentage of
U.S. total equity volume (Figure 1).
In 2021, ETPs accounted for an average of 25% and 14%
of U.S. and EMEA daily equity market trading activity,
respectively. During the period of January 12-26, the
average spiked to 35% for the U.S. and 16% for EMEA
(Figure 2). On January 24—the most volatile day of the
period—ETPs accounted for 40% of equity volumes in the
U.S.—in line with the previous record from February 28,
2020.4
U.S. and EMEA-listed ETPs traded $2.7 trillion and $163
billion, respectively, from January 12-26—an average of
$275.7 billion and $14.9 billion per day. This is more than
90% higher than the 2021 average daily volume (ADV) of
U.S.-listed ETPs and 32% higher than the 2021 ADV of
EMEA-listed ETPs.5 For comparison, single stock ADV in
the U.S and EMEA increased 20% and 19%, respectively,
from 2021 daily averages over the same period.6
On January 24, U.S.-listed ETPs traded $473 billion, almost
230% more than their 2021 ADV, eclipsing the previous
single-day record from February 28, 2020. EMEA–listed
ETPs traded $17 billion or almost 50% more than the 2021
ADV.7 At the same time, single stock ADV in the U.S. and
EMEA increased 65% and 44%, respectively, from their
2021 daily averages.8
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Figure 2: U.S. and EMEA ETPs as a % of equity
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1 Source: Financial Times as of 1/31/2022. 2 Source: Bloomberg as of 1/31/22 based on average U.S. data from 1/2/2019-1/26/2022. 3
Source: Bloomberg, as of 1/26/2022. 4 Source: NYSE, BlackRock, as of 1/26/2022. 5 Source: Bloomberg as of 1/26/2022. 6 Source:
Bloomberg as of 1/26/2022 7 Source: Bloomberg as of 1/26/2022 8 Source: Bloomberg as of 1/26/2022
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Liquidity remained strong

Figure 3: U.S. and EMEA ETP bid-ask
spreads (bps)9

Increased market volatility creates pricing uncertainty,
which can result in bid-ask spreads (one cost of trading
stocks and ETPs) that are wider than average.
From January 12-26, U.S. and EMEA-listed ETPs
maintained spreads that were slightly above historical
averages—23.3 and 27.6 basis points (bps), respectively,
compared to 21.1 and 25.9 bps in 2021—but below spreads
in other volatile periods, such as the week of March 9,
2020.
Spreads in U.S. and EMEA-listed iShares ETPs were even
tighter, averaging 11.3 and 15 bps over the same period,
respectively. This is slightly higher than the average spread
for U.S. and EMEA iShares ETPs in 2021 (11.0 and 14.2
bps) (Figure 3).

ETPs have been “shock
absorbers”
Secondary market trading of ETPs is typically a multiple of
primary market, or creation and redemption, activity. For
the three-year period ending December 31, 2021, the
secondary-to-primary (STP) ratio for U.S.- and EMEA-listed
ETPs was to 8:1 and 3:1, respectively.
Over the two week period of January 12-26, the STP ratio
for U.S. and EMEA-listed ETPs was nearly 15:1 and 3:1,
respectively. On January 24, it reached 21:1for U.S.-listed
ETPs and 4:1 for EMEA-listed ETPs.
For comparison, the STP ratios on March 9, 2020—a
notable period of increased market volatility—were 12:1 in
the U.S. and 5:1 in EMEA (Figure 4).
This provides further evidence that even in times of stress,
the majority of ETP trading doesn’t result in the trading of
underlying securities as buyers and sellers transact on
exchange at real-time prices.
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Figure 4: U.S. and EMEA ETP secondary to
primary ratios11
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The bottom line
January 12-26 was a period of milestone trading days, with U.S. and EMEA equities, U.S. and EMEA-listed ETPs and U.S.
and EMEA iShares ETPs all experiencing elevated daily volumes. Even with heightened market volatility and increased
trading activity, ETPs traded with generally tight bid-ask spreads and high liquidity.
In short, the ETP ecosystem performed as expected, adding stability to a volatile market.

9 A basis point is one one-hundredth of a percent. Source: NYSE, BlackRock, as of 1/26/2022. Average excludes outliers (spreads greater
than 300 bps). 10 Source: NYSE, BlackRock, as of 1/26/2022. 11 Source: NYSE, BlackRock, as of 1/26/2022.
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Important Information about iShares ETFs
Carefully consider the Funds' investment objectives, risk factors, and charges and expenses before
investing. This and other information can be found in the Funds' prospectuses or, if available, the
summary prospectuses which may be obtained by visiting www.iShares.com or www.blackrock.com.
Read the prospectus carefully before investing.
Investing involves risk, including possible loss of principal.
This material is provided for educational purposes only and is not intended to constitute investment advice or an
investment recommendation within the meaning of federal, state or local law. You are solely responsible for
evaluating and acting upon the education and information contained in this material. BlackRock will not be liable
for direct or incidental loss resulting from applying any of the information obtained from these materials or from
any other source mentioned. BlackRock does not render any legal, tax or accounting advice and the education
and information contained in this material should not be construed as such. Please consult with a qualified
professional for these types of advice.
This material represents an assessment of the market environment as of the date indicated; is subject to change;
and is not intended to be a forecast of future events or a guarantee of future results. This information should not
be relied upon by the reader as research or investment advice regarding the funds or any issuer or security in
particular.
Shares of iShares ETFs may be bought and sold throughout the day on the exchange through any brokerage
account. Shares are not individually redeemable from the ETF, however, shares may be redeemed directly from an
ETF by Authorized Participants, in very large creation/redemption units.
Buying and selling shares of ETFs may result in brokerage commissions.
There can be no assurance that an active trading market for shares of an ETF will develop or be maintained.

This information should not be relied upon as research, investment advice, or a recommendation regarding any
products, strategies, or any security in particular. This material is strictly for illustrative, educational, or
informational purposes and is subject to change.
The iShares Funds are distributed by BlackRock Investments, LLC (together with its affiliates, “BlackRock”).
©2022 BlackRock, Inc. All rights reserved. iSHARES and BLACKROCK are registered trademarks of BlackRock,
Inc., or its subsidiaries. All other marks are the property of their respective owners.
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