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A critical level of aggregate excess 
liquidity: some considerations



Context & incidental 
factors

Change in role & 
concentration

Regulation & buffer 
mix

Information flow
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During the 2019 SOFR spike the limits of the 
repo market microstructure were tested

The Standing Repo Facility (SRF) introduces structural support
Should the ECB emulate this as it removes accommodation?



T2 intraday liquidity used is volatile: Daily avg c. 
$440bn, peak c. $800bn

Regulations, Risk Management choices and IR 
levels create uncertainty
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Excess liquidity is required to achieve 
financial stability 

• Size & 
composition

• Regulation
(Double duty)

• ICL

• Public Issuance / 
Primary Dealers

• ECB Bond?

• Size & 
composition

• Operations 
• Repo Facility

Monetary 
Policy

LCR 
Buffer

Intraday 
BufferSecurities

A return to a more balanced mix between cash 
and securities? 

0.0% 5.0% 10.0% 15.0%

Level 1 - Cash & central bank reserves

Level 1 - Securities (excl. covered bonds)

Dec-19 Jun-21

Sources: ‘Intraday Liquidity Around the World’, Alexandrova Kabadjova, B.; Badev, A; Saulo Benchimol, B.; Benos, E., et al. September 13 , 2021; EBA and 
Rabobank 
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Spread sensitivity seems limited even when 
excess liquidity is halved

-9

-8

-7

-6

-5

-4

-3

-2

-1

0

1000 2000 3000 4000 5000

€S
TR

-/
-D

FR
, b

as
is

 p
oi

nt
s

Excess liquidity, EUR billion

-10

-5

0

5

10

15

20

25

1000 2000 3000 4000 5000

3m
 E

U
RI

BO
R 

-/
-D

FR
, b

as
is

 p
oi

nt
s

Excess liquidity, EUR billion

Sensitivity less clear below c. EUR 1.8tn
Sample from Mar 2017 to present, chosen to include (pre-) ESTR data, and minimise distortions from regulatory change  
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