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Money Market: any chance for the future? 

The present situation on the Money Market suffers from:

• Lack of liquidity for maturity longer than 1 week

• Lack of transparency

• Absence of transactions able to support the levels of the fixings

• No new ideas in order to improve the situation 

• Risks that new regulations may cause a further deterioration in the 
market

A proposal coming from the industry, fitting the needs of the 
treasuries and with the strong support of supranational entities, 

could be the only way to change the game
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Assessing current situation in ECP

ECP market outstanding is on a declining path, this is particularly true for financial 
issuers
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Assessing current situation in interbank market

Tangible decrease in interbank 
turnover, even after two 
LTROs.

TABLE 1  : EURO MONEY MARKET TURNOVER - Unsecured market

Average
(1)
 daily transactions 

Nominal amounts in million euro

Q2 2011 average 

maturity
Q2 2012 average 

maturity

Breakdown of lending activity by maturity(2)

Overnight 58,796 1.06 41,638 1.04

Tom/Next 3,266 1.15 861 1.25

Spot/Next 540 1.65 687 2.22

up to 1 Week (included)                                              2 to 7 days 9,214 4.41 6,385 4.54
> 1 Week to 1 Month (included)                            8 to 31 days 2,414 22.47 2,498 20.29

> 1 Month to 3 Months (included)              32 to 91 days 503 55.09 419 59.26

> 3 Months to 6 Months (included)       92 to 183 days 337 108.24 224 113.78
> 6 Months to 1 Year (included)         184 to 365 days 52 251.07 61 254.53

> 1 Year                                                     366 days and more 109 1,176.80 127 1,795.13

TOTAL 75,230 4.88 52,899 7.92

Breakdown of borrowing activity by maturity(2)

Overnight 82,413 1.10 49,596 1.10

Tom/Next 5,800 1.16 4,874 1.14

Spot/Next 5,391 1.31 2,838 1.48
up to 1 Week (included)                                              2 to 7 days 14,106 4.90 11,047 4.59

> 1 Week to 1 Month (included)                            8 to 31 days 5,450 21.79 4,799 24.75

> 1 Month to 3 Months (included)              32 to 91 days 2,954 51.00 2,016 52.97
> 3 Months to 6 Months (included)       92 to 183 days 686 112.65 1,009 114.78

> 6 Months to 1 Year (included)         184 to 365 days 173 247.82 375 271.01
> 1 Year                                                     366 days and more 141 1,264.87 151 951.22

TOTAL 117,114 6.33 76,705 9.15

Turnover(1) - Average maturity(4)

Source: Euro Money Market Survey – ECB  
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Money Market: a proposal 

The “new” Pan European Money Market could be based on:

PRODUCTS
- Interbank Deposits 

- CP and CD STEP labelled

PLAYERS
- Banks

- MM Funds and “real money” accounts

- Insurance companies

- Central Banks (both as supervisors and as investors)
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Money Market: requirements

The “new” Pan European Money Market could be succesfull if supported by an 
ad-hoc regulation in order to:

• Allow for reduced capital absorption for interbank lending

• A non-punitive, harmonized fiscal treatment across all countries

• Neutral treatment of regulatory  liquidity invested in the instruments 
traded in the “new” market1 and in particular:

• Loans/paper should be central bank eligible

• Loans should be included in the LCR liquidity buffer

• Stretched liquidity rules for Money Market funds, with reduced WAL and 
WAM treatment for these instruments

1 in line with EBA’s “New Bank Liquidity Rules: Dangers Ahead”
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Money Market:  benefits

The direct and indirect benefits could be:

- Improvement of liquidity conditions for almost all banks

- Reductions of RWA (regardless of IRM or standard model)

- Reduced need for banks to recur to MRO/LTRO

- Reduced excess liquidity at the deposit facility

- Rebalancing of TARGET 2

- More efficient transmission of Central Bank monetary policy through 
increased liquidity exchange.

- Instead of changing benchmarks rules (with possible legal litigations), a 
real interbank market is created, so benchmarks can reflect real 
transactions’ rates

- Executions on an electronic platforms, implying lower transactions 
burdens and costs

- Visibility for the International and domestic Associations (e.g. ACI) 
supporting the new market 
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Money Market:  some input from the President of the ECB

“...we have to see if we can repair the monetary policy transmission channels”

“...There have been sizeable inflows of bank deposits in Italy. Spain’s recourse to 

central bank financing has gone down in the last month. 

Not bad, but at the same time we also have to express a note of caution.”

“...But certainly when you see two subsidiaries of the same company 

located in two different countries and paying completely different 

interest rates for their borrowing,when you see 

exactly the same individual borrower, say a young couple that wants 

to buy a flat, and paying a completely different interest rate on mortgages, 

then you start asking yourself, maybe there is a problem here “

Abstract from Q&A – Governing Council of the ECB  4th October 2012
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The proposals on the European Parliament public consultation 
Market manipulation: lessons and reform post libor/euribor

One of the topics proposed in  the consultation is 
“What specific measures should be taken at European/Global level to improve 

investors’ confidence? How can cooperation between global regulators be 
improved?”

A small numer of proposal is included in the answers (available at
http://www.europarl.europa.eu/committees/it/econ/subject-files.html?id=20120820CDT49762)

Here below a sample of the proposals, strictly linked to Euribor/Libor issue, yet useful also with 
the purpose to elaborate a proposal for a “new” market:

Association of German Banks

“……the ECB (or any other party meeting the aforementioned criteria) could check the reported rates on a
daily basis by lending to or borrowing from the panel banks at the reported rates. The traded volumes
should not of course be allowed to fundamentally influence the banks’ liquidity management. At the
same time, the ECB could neutralise its additional intervention in the interbank money market by
lending and borrowing identical sums to/from the banking system as a whole.”
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The proposals on the European Parliament public consultation 
Market manipulation: lessons and reform post libor/euribor

Banque de France /Authoritè des marches
“……As international cooperation is of the essence when considering the immediate and longer-term potential 

avenues, the BIS will work during the next months on those issues.”

BBA

“…..BIS Governors have agreed to set up a group of senior officials to take forward examination of these

issues, and to consult with the market in order to provide input into the wider official debate coordinated 
by the Financial Stability Board.”

ISDA

As mentioned above, we would encourage clarifying the scope of the term benchmark to capture all published, 
widely available benchmarks, as the current definition (in the Commission proposal) would capture all 
proprietary indices (firm sponsored, private indices) and there should be a regulatory distinction 
between firm sponsored ‘private’ indices and survey based ‘public’ indices in terms of the level of 

governance required.

EBF

“New reference might co-exist until all existing contracts based on Euribor are closed while new contracts 
would be based on the new benchmark the transition to any new reference must be handled smoothly 
and on a very long period of time. Meanwhile, as expressed previously, Euribor-EBF recommends an 
evolution of the benchmarks based on enhanced governance and public supervision without radically

change the calculation process, in order to reduce the impact on existing contracts and customer loans as well 
as potential litigation due to such definition amendments.
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Money Market: the interest in Italy for a “new” market
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Critical issues and actions (examples for the discussion)

SHARING THE VIEW
not all counterparties feel the same pressure 

and bear the same costs of the lack of a 

properly functioning interbank market

STRONG COMMITMENT/PATRONAGE 
from a supranational entity is required

COORDINATION is a crucial task

an high level of cooperation among 

many different organizations 

is required

Creation 

of a 

task force?
Timing?

Soft sounding relevant institution/providers?


