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Markets vulnerabilities & Central banks tools

Sudden increase in yields triggered unforeseen events
Recent market stress in a context of still high volatility: Gilt market crisis and US regional banks failures
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Markets vulnerabilities & Central banks tools

Weaknesses identified from the 2022 Gilt market crisis
- Concentration risk

- Same tools implies same investment =» similar leverage (swap / bonds + repo) = Margin call requirements =
forced selling having a significant impact on Gilt prices = soaring transactions costs = illiquidity spillover whatever
the maturity or size of the trade

- Liquidity risk
- related to intermediation capacities; balance sheet & regulatory constraints (leverage ratio in particular)
- Limited liquidity provision by real money & hedge funds
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Source : “An anatomy of 2022 gilt market crisis” Gabor Pinter - BOE Staff working Paper March 2023

2 BOE reopening Gilt purchases (while already being engaged in reducing its balance sheet via QT)
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Markets vulnerabilities & Central banks tools

Banking sector : market feared whether it was idiosyncratic

- Confidence : “first mover advantage” may trigger bank runs

Above deposit guarantee scheme, customers have switched to safer & attractive alternative

Digitalization as an accelerator

Efficiency of liquidity ratios ?

- Bank refinancing / Liquidity and capital level are framing Banks balance sheet capacity

= FED : BTFP = one year loan facility for Banks collateral at face value
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Liquidity access (crisis mode)
Liquidity cost : reduction of CB liquidity / active primary market

FED emergency lending rises
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= FDIC : explicit deposit guarantee on the stressed banks & implicitly for other banks
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Central banks tools

Central Banks tools used during these market stress episodes

- Bank liquidity : FED BTPF 1 year lending facility ~ LTRO, TLTRO
- Targeted Bond purchases ~ QE infrastructure
- Collateral at face value for the Fed BTFP facility

Coordination between Governments / Central Banks / Regulators enforcing credibility and
promptness

Questions to be discussed

What was the market impact ?

Were the tools used by central banks efficient/effective ?

Did they stop the adverse market dynamics ?

Were they effectively communicated

Which regulatory signals can help ?
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Important information

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation
of an offer to buy, or a recommendation of any security or any other product or service. Any securities, products, or
services referenced may not be registered for sale with the relevant authority in your jurisdiction and may not be
regulated or supervised by any governmental or similar authority in your jurisdiction. Any information contained in
this document may only be used for your internal use, may not be reproduced or redisseminated in any form and
may not be used as a basis for or a component of any financial instruments or products or indices. Furthermore,
nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise stated, all
information contained in this document is from Amundi Asset Management S.A.S. and is as of 25 May 2023.
Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this information. Historical data and
analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or
prediction. The views expressed regarding market and economic trends are those of the author and not
necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and other
conditions, and there can be no assurance that countries, markets or sectors will perform as expected. These
views should not be relied upon as investment advice, a security recommendation, or as an indication of trading
for any Amundi product. Investment involves risks, including market, political, liquidity and currency risks.
Furthermore, in no event shall Amundi have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages due to its use.

Date of first use: 26 May 2023.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of
€1,143,615,555 - Portfolio manager regulated by the AMF under number GP04000036 — Head office: 91-93
boulevard Pasteur — 75015 Paris — France — 437 574 452 RCS Paris — www.amundi.com.
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