
 

Interest Rate Futures 

 

 

An interest rate future is a futures contract between the buyer and seller to deliver an 

interest bearing asset, that allows the buyer and seller to lock in the price of the interest bearing 

asset for a future date. The most popular interest rate future is Eurodollar future. 

Eurodollar futures contract is a cash-settled futures contract. The underlying instrument 

in Eurodollar futures is a Eurodollar time deposit having a principal value of $1,000,000 with a 

three-month maturity.  

Eurodollar futures prices are expressed numerically using 100 minus the implied 3-month 

U.S. dollar LIBOR interest rate. In this way, a Eurodollar future price of $98 reflects an implied 

settlement interest rate of 2%. 

 Interest rate futures are used to hedge against interest rate risk. Investors can use 

Eurodollar futures to secure an interest rate for money it plans to borrow or lend in the future.  

 Interest rate futures are mainly listed for 3-month Eurodollar, 1-month LIBOR, 1-month 

banker’s acceptance futures and 3-month banker’s acceptance futures. 
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