
The Money Market Fund view:
• Item B.1 – Market reaction to recent ECB Governing Council meetings and pass-through of interest rate 

hikes
• Item B.2 - Market expectations on the forthcoming monetary policy measures and the terminal policy rate 
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Focus on MMFs holdings in EUR LVNAV funds

Source: iMoneyNet Fund Analyser as at February 27th 2023 using month end data.  Average of ten Low Volatility Net Asset Value (LVNAV) Money Market Funds (MMF). First ECB rate hike 

in July 2022.

MMFs have reduced duration during 2022 and increased cash & floating securities
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Figure 1: EUR LVNAV Fund investment types and duration
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Focus on MMFs holdings in EUR LVNAV funds

Source: iMoneyNet Fund Analyser as at February 27th 2023 using month end data.  Average of 10 Low Volatility Net Asset Value (LVNAV) Money Market Funds (MMF).

AUM and liquidity buffers have increased in 2022, with large inflows in Q4 ahead of year-end
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Figure 2: MMFs have seen inflows and liquidity levels have increased  
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MMF yields are offering competitive returns to investors

Source: Figure3 - iMoneyNet Fund Analyser - Average of 10 Low Volatility Net Asset Value (LVNAV) Money Market Funds (MMF) using month end data. Bloomberg as at February 27th 2023 

showing STOXX GC Pooling EUR ON Index and ESTRON Index.

Figure 4 - Bloomberg as at February 27th 2023 showing 3mth Euribor, 3mth ESTR swap and ECB Deposit Rate.
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Figure 3: MMF yields and repo tracking 
higher
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- The wedge between overnight unsecured deposit rates and policy rates has been declining

- Wedge largely reflects regulatory costs for banks to take these deposits onto balance sheet

- TLTRO repayments shouldn’t impact ESTR as this is a reduction of excess liquidity, ESTR could still increase if excess liquidity

flows back into deposits

- Pass-through of rate move may depend on % counterparties with access to ECB deposit facility (approx. 3%**)

- Asymmetric reaction to policy move e.g. hike vs cut and depending on retail vs corporate

- Does partial pass-through impact central bank credibility?

Source: Bloomberg as at Feb 27th 2023, Barclays Research (Giuseppe Maraffino 2022, €STR and depo rate hikes: the unknown reaction) 

** Reference ECB (Benoit Coeure, 2019, A tale of two money markets: fragmentation or concentration) 

The wedge of ESTR to the Deposit Rate has declined
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Figure 5: Wedge between policy rates and overnight deposits in EUR and 
GBP 
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ECB rate hikes are starting to impact, with more to come

Source: ECB, J.P. Morgan Asset Management as at February 27th 2023.
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Fig 7: Sub1y deposit rate
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Fig 6: Composite cost of borrowing, %
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Fig 9: Lending to real economy, % YoY
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Fig 8: Euro Area lending to real economy (billions)

Monthly

3m average



7 For Institutional / Wholesale / Professional Clients and Qualified Investors only—Not for retail use or distribution

Terminal Rate Expectations

Source: Source: Bloomberg, J.P. Morgan Asset Management as at February 27th 2023 .  Calculated using OIS forwards. 

Markets are currently pricing an ECB terminal rate around 3.75%
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Figure 10: Market implied ECB interest rate expectations over time
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Disclosures

This is a marketing communication and as such the views contained herein are not to be taken as advice or a recommendation to buy or sell any investment or interest thereto. Reliance upon 
information in this material is at the sole discretion of the reader. Any research in this document has been obtained and may have been acted upon by J.P. Morgan Asset Management for its own 
purpose. The results of such research are being made available as additional information and do not necessarily reflect the views of J.P. Morgan Asset Management. Any forecasts, figures, opinions, 
statements of financial market trends or investment techniques and strategies expressed are, unless otherwise stated, J.P. Morgan Asset Management’s own at the date of this document. They are 
considered to be reliable at the time of writing, may not necessarily be all inclusive and are not guaranteed as to accuracy. They may be subject to change without reference or notification to you. It 
should be noted that the value of investments and the income from them may fluctuate in accordance with market conditions and investors may not get back the full amount invested. Past performance 
and yield are not a reliable indicator of current and future results. There is no guarantee that any forecast made will come to pass. J.P. Morgan Asset Management is the brand name for the asset 
management business of JPMorgan Chase & Co. and its affiliates worldwide. To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply 
with our legal and regulatory obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our EMEA Privacy Policy 
www.jpmorgan.com/emea-privacy-policy. This communication is issued in Europe (excluding UK) by JPMorgan Asset Management (Europe) S.à r.l., 6 route de Trèves, L-2633 Senningerberg, Grand Duchy 
of Luxembourg, R.C.S. Luxembourg B27900, corporate capital EUR 10.000.000. This communication is issued in the UK by JPMorgan Asset Management (UK) Limited, which is authorised and regulated by 
the Financial Conduct Authority. Registered in England No. 01161446. Registered address: 25 Bank Street, Canary Wharf, London E14 5JP.
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