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TOPIC

Potential changes to TLTRO lIl parameters in December 2020, expected
participation in the TLTRO-III.6 and relationship between excess reserves
and short term rates.

Presentations by Michael Schneider (DZ Bank) and Harry David Gauvin
(HSBC)
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Series of TLTROs Il

Indicative calendar for the third series of targeted longer-term refinancing operations (TLTROs-I11)’

TLTRO-ILA TLTRO-l.2 TLTRO-I3 TLTRO-IL4 TLTRO-lILS TLTRO-ILE TLTRO-ILT
Wed, 14/08/2018 Man, 04/11/2018 Mon, 10v02/2020 Men, 11/05/2020 Mon, 17/08/2020 Maon, 02/11/2020 Man, 080272021
{application must be based on | (application must be based on | (application must be based on | (application must be based on | (application must be based on | (application must be based on | (application must be based on
Lead institutions apply to their homa NCB for TLTRO-I group | the most up-to-date dats on | the most up-to-date data on | the most up-to-date data on | the mast up-to-date data on | the most up-to-dste data on | the most up-to-date data on | the most up-to-dste data on
treatment or changes to TLTRO-II group compositions {18:00) close links and indirect | close  links  and  indirect | close links and  indirect | close  links  and  indirect | close links and  indirect | close links and indirect | close  links  and  indirect
reserve holdings as at 31 July | reserve holdings as at 31 | reserve holdings 25 at 31 | reserve holdings 35 at 30 Apil | reserve holdings as at 31 July | reserve holdings as at 31 | reserve holdings as at 31
201) Qctober 2010) January 2020} 2020) 2020) Qctober 2020) January 2021)

NCBs provide confirmation to kead institution on TLTRO-I group

ntichanges to group compositions (1530 Fri, 23/08/2018 Thu, 1411172018 Thu, 2000212020 Thu, 21/0572020 Thu, 27/082020 Thu, 1211172020 Thu, 1810272021
Tue, 271082018 Mon, 18112018 Mon, 24/02/2020 Nen, 2510612020 Mon, 31/08/2020 Mon, 16/11/2020 Mon, 2210272021
Reporting period: Reporting period: Reporting period: Reporting period: Repaorting period: Reporting period: Reporting period:

: : - Sun, 01/04/2018 to Sun, 010412018 0 Sun, 0110472018 10 Sun, 0170412013 o Sun, 01/0412018 to Sun, 011042018 10 Sun, 01/04/2018 10
eatine for he frst epor appikcable n counferparies or gruups Sun, 31032018 Sun, 31032019 Sun, 31032019 Sun, 31032018 Sun, 31/03/2010 Sun, 311032018 Sun, 311032019
Feisions, comarate reorganisatons o chenges i TLTRO.I | D3ts vintage used for ESI Data vintage usad for BS| Data vintage used for BSI Data vintage used for S| Data vintage used for B3| Data vintage usad for BS| Data vintage used for BS|

roURs {Ils'ﬂﬂ})" transmission with June 2018 transmission with September transmission with December transmizsion with March 2020 transmission with Jung 2020 transmission with September tfransmission with December
group ) as the reference month 2010 a5 the reference month 2019 as the reference month a5 the reference month as the reference month 2020 zs the reference month 2020 as the reference month

Bomowing allowance ealculated on the basis of eligible lbans outstanding as at 28.02.2018

Deadline for the reporting of self-securtised koans together with ) ’ )
its auditor's evaluztion (1300 Mon, 24102/2020 Nen, 25/06/2020 Mon, 31/08/2020 Mon, 18/11/2020 Mon, 2210272021
NCBs inform counterparties about bid limits and bomrowing
allowances (by 15-30 at tha latest)? Man, 161082079 Man, 0B/12/2018 Mon, 18/03/2020 Nen, 15/06/2020 Mon, 21/08/2020 Mon, 0711212020 Man, 1510372021
Announcement (15:40) Tue, 171082018 Tue, 10/122018 Tue, 17/0372020 Tue, 16/06/2020 Tue, 22/09/2020 Tue, 0811212020 Tue, 160372021

Deadline for counterparties to submit bids (08:30) Wed, 12/08/2019 Wed, 1171212018 \Wed, 13/03/2020 Wed, 17/08/2020 Wed, 231092020 Wed, 08/12/2020 Wed, 170372021
Publication of alotment results {11:30) Thu, 10/082019 Thu, 121122018 Thu, 19/03/2020 Thu, 18/06/2020 Thu, 24/09/2020 Thu, 10122020 Thu, 180372021
Settlement Wed, 25/08/2019 Wed, 18/12/2018 Wed, 25/03/2020 Wed, 24108/2020 Wed, 30/09/2020 Wed, 161272020 Wed, 240372021
Deadline for the result of the auditor's evaluztion of the first : N
report (18:00) Thu, 070172021 Fri, 160772021
Tue, 171082021

Deadline for the second report (incleding the special reference Reporting period:
period), and the result of the auditor's evaluation of the second 01.04.2018 to 31.03.2021 (also for the optional special reference period: 01.03.2020 to 31.032021)
report {18:00)* Data vintage used for 82| transmission

with May 2021 as the maonth
E%i%;!“”“ caunterparies ahout theit inerest rate related data Fri, 100912021 Fri, 100012021 Fri, 100872021 Fi. 100812021 Fri, 1010872021 Fri, 100872021 Fri, 101082021
Deadline for counterparties to notify NCBs of first voluntary early » I
repayment request (17:00) Wed., 22/08/2021 Wed, 22/09/2021 \Wed, 220872021 Wed, 22009/2021 Wed, 2210872021 Wed, 151272021 Wed, 230312022
Settlement of first voluntary early repayment Wed, 28/09/2021 Wed, 29/09/2021 \Wed, 20/08/2021 Wed, 20009/2021 Wed, 20/08/2021 Wed, 221272021 Wed, 300372022
NCBs inform counterparties shout final interest rates (15:30)° Fri, 23/09/2022 Fri, 18/122022 Fri, 24/03/2023 Fri. 23/08/2023 Fri, 22/08/2023 Fri, 151122023 Fri, 22/03/2024
Maturity date Wed, 28/08/2022 Wed, 21/12/2022 \Wed, 20/03/2023 Wed, 28108/2023 Wed, 27/09/2023 Wed, 2011272023 Wed, 2710312024
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ECB Balance Sheet Long - Term Refinancing Operations
June lll Tranche 4 represents EUR 1.308 bin
Tranch 5 represents EUR 174,4 bln

Fadenkreuz Anmerken £00m
Letzter 1753.815 }

Umfrage n.a. O Reset
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Current basis Central Bank money
Main products : TLTRO lll and PSPP

Bloomberg ECB Total Balance Sheet
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| Items Mot Related to Monetary Policy m Other Claims of Euro Area Residents
m General Government Debt & Other Assets m Main Refinancing Operations & Other Lending
B Longer-Temm Refinancing Operations m Other Securities of Euro Area Residents
W SMP, CPP1, CPP2 m Covered Bond Purchases 2
Asset-Backed Securities Purchases m Public Sector Purchases Program (PSPP)
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TLTRO I

TLTRO Il General Conditions

special interest rate period” means the period from 24 June 2020 to 23 June 2021;

but whose eligible net lending during the second reference period exceeds their benchmark net lending
shall be calculated as follows:

during the special interest rate period, the interest rate shall be the average interest rate on the
deposit facility over that period minus 50 basis points. The resulting interest rate shall not, in any case,
be higher than minus 100 basis points;

....during the rest of the life of the respective TLTRO-Ill, the interest rate shall be the average interest
rate on the deposit facility over the life of the respective TLTRO-III
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Natural motivations and restrictions for future bidding

— Limitation of overall biding
limit (equal to 50 % stock of
eligible loans)

General Thoughts — natural restrictions due to the
elimination of the special
interest advantage through the
shortened maturity

— long-term refinancing instrument
— no liquidity premium

Collateral _
_ — avoid short term frunding and

— Liquidity risk measurement: possible market volatily

No improvement in economic and L e
regulatory terms — -liquidity advantage only if liquidity

— Private repo market activities risk model approach benefits long
predominantly cheaper than term repo
TLTRO without additional
premium (-0.5 %) but no 3 year
market available

— very attractive tool to replace
classical long term funding
— attractive tool to create new
business against various loans
products (ACC)
— avoid capital market set up for
regional banks

E2 DZ BANK Gruppe

— limited (new) loan horizon
Credit Claims/ without implemented ACC

ACC — heterogeneous level playing
field




CDS Spread of above average rated Banks in Europe

5 years (Jun 2020- mid of November 2020)

Unsecured Funding includes Liquidity spreads of minimum 40 bp
TLTRO lll/6 remains attractive as an alternative Funding source

Cooper
W ING G
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Purchase of HQLA Liquidity via Repo Market (GC Pooling 3 Month) is

below deposit facility !
TLTRO is less attractive (only 6 month advantage of less than 50 bp)

SGCP3M Index 95) Vergleich 96) Aktion -~ 97) And. ~ Linien-Chart

05/17/2020[=14 11 /17 /2020|=1l| etzter Preis fLokalwahrulig MOVs Wichtige Ergn.
3D iIM 6M YTD 13 5Y Max. Taglich v [ 1F - Tabelle <ll\W/P_ Feld usw. hinzufliigeitgieElga-1ste N

Fadenkreuz Anmerken News
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Market expectation summary:

» TLTRO 11 16.12.2020 EUR 8,4 BIn Maturity

» TLTRO IIl/5 EUR 174,4 bin

» Bidding volume already utilized (?)

> less attractive for HQLA Collateral

» Very attractive for ACC/Credit claims (new business volume ?)

» Expectations for TLTRO Il 6 < EUR 100 bin

» One possibility is that TRLTO [l maturities or the extra benefit to -1 %
from -0,5 % until end of June 2021 are extended further
........ assumptions might be changed !
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