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ECB is open for business!

Source: ECB, Bloomberg, Commerzbank Research
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Outstanding ECB MRO and 3M LTROs and excess liquidity, in € bn
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“You can lead a 
horse to water, but 
you can't make it 
drink.” 

John Maynard 
Keynes



Key questions:

● Is depo+15 too generous or too expensive? 

● What are the lessons from the BoE?

● What are the implications on LCR compositions and spreads?

● … how far will the ECB cut and how will curves react?
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Is depo+15 too generous, 
or too expensive? 
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Initial effects of depo+15

Source: ECB, Bloomberg, Commerzbank Research
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Outstanding ECB MRO and 3M LTROs and excess liquidity, in € bn
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Tepid demand in operations settling before year-end

Source: ECB, Bloomberg, Commerzbank Research
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Outstanding 1w MRO, in € bn Outstanding 3m LTRO, in € bn
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When (and how) will the ECB balance sheet 
grow “durably” again?

Source: ECB, Bloomberg, Commerzbank Research
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Reserve supplying Eurosystem assets, including projections (assumptions, see AotC 21Mar), in € bn. 
"Str. bonds" is structural bond portfolio, NOA is net other assets, STO is short-term operations (MRO 
and 3M LTRO)
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Lessons from the BoE
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UK banks embrace Short-Term Repos

Source: BoE, Bloomberg, Commerzbank Research
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Outstanding BoE Short Term Repo and 6M ILTRs and sterling reserves, in £ bn
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“We are therefore also in 
the process of reviewing 
the calibration of the ILTR 
to ensure it is effective 
and attractive enough...” 

Vicky Saporta, BoE



Tactical arbitrage, but no structural BoE funding

Source: BoE, Bloomberg, Commerzbank Research
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Outstanding 1w STR, in £ bn, and RONIA - Bank Rate spread, in bp Outstanding 6M ILTR, in £ bn
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LCR & spread implications
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Banks maintain liquidity buffer 
as excess liquidity falls…

Source: EBA, Bloomberg, Commerzbank Research
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Liquidity buffer of EBA banks (Index, 2016 = 100) and excess liquidity at the ECB (in € bn)
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… replacing central bank liquidity with liquid assets…

Source: EBA, Bloomberg, Commerzbank Research
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Change in EBA banks’ LCR assets (after weighting), Q2-22 – Q2-24, in € bn
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… in pursuit of higher yields! 

Source: Markit, Commerzbank Research
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iBoxx index z-spreads, in bp, shaded area indicates flat yield vs ECB depo curve (proxied via 5y €STR/6M and 10bp €STR-depo 
basis)
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From scarcity to collateral abundance

Source: Bloomberg, Commerzbank Research & Repo desk
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Bund repo spreads vs €STR, in bp
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A 'special' journey to post-scarcity

Source: Commerzbank Research & Repo 
desk, *) density estimate derived from spread 
of each active ISIN against GC, aggregation of 
all daily points during respective period, 
see AotC - Collateral capitulation! for 
monthly evolution
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Evolution of the Bund specialness distribution*

https://commerzbank.bluematrix.com/sellside/EmailDocViewer?mime=html&co=commerzbank&id=replaceme@bluematrix.com&source=mail&encrypt=9d799c80-35f9-42d7-869b-4b89af364ffc


Repo markets taking over from ECB?

Source: Eurex Repo, Bloomberg, Commerzbank Research
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Outstanding Eurex repo volumes, in € bn, and ECB excess liquidity, in € trn
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Key questions:

● Is depo+15 too generous or too expensive? 

● What are the lessons from the BoE?

● What are the implications on LCR compositions and spreads?

● … how far will the ECB cut and how will curves react?
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Where are rates heading?
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ECB forwards back below our forecast!
End-2024 ECB depo rate implied by €STR forwards and Commerzbank 
forecast, in %

Source: Bloomberg, Commerzbank Research
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Cumulative ECB depo rate expectation, in %
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ECB: In pursuit of neutral

Source: Bloomberg, ECB, Commerzbank Research   *) see ECB Economic Bulletin, Issue 1/2024
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ECB depo rate, including €STR implied forwards and Commerzbank forecasts. Neutral range is most recent estimate 
from a range of models*.

“The closer policy rates get 
to the upper band of 
estimates of the neutral rate 
of interest ... , the more 
cautious we should be to 
avoid that policy itself 
becomes a factor slowing 
down disinflation".

Isabel Schnabel, 30 
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Long-end conundrum risks!

Source: Bloomberg, Commerzbank Research
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Fed funds target, forwards at time of first rate hike and 10y US Treasury 
yield, in %

Change in UST yields, in bp, and yield, in %
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Thank you for your attention!
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Recommendation Key  

I) Recommendations versus benchmarks:  

Overweight (OW) We expect outperformance versus the benchmark in spread and/or total return terms

Marketweight (MW) We expect performance in line with the benchmark in spread and/or total return terms

Underweight (UW) We expect underperformance versus the benchmark in spread and/or total return terms

Benchmark: Unless stated otherwise, the benchmark is the iBoxx € Corporate for IG-rated names/instruments, 
 and the iBoxx € High Yield core cum crossover LC for HY-rated names/instruments

II) Outright recommendations:  

Buy We suggest entering / expanding positions in the relevant names/instruments

Sell We suggest reducing / closing positions in the relevant names/instruments

Time Horizon: Unless stated otherwise, the time horizon for our recommendations is three months. 

Risks related to these recommendations  

A variety of factors and events may adversely affect the performance of any recommendation, and in case of investment in bonds can also lead to the non-payment of coupons as well as principal losses. 

These risk factors include general macroeconomic and political conditions, central bank action, or any other factor directly affecting overall risk sentiment.
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Disclaimer
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Disclaimer
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Commerzbank provides investment banking services
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Underweight 45% 0%

Source: Commerzbank Research

Source: Commerzbank Research
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