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SUMMARY OF THE DISCUSSION

1. Review of market developments

The Group reviewed and discussed the latest trends in financial markets, particularly in FX markets,
following the presentation made by Steve Malyon, Currency Strategy at Scotia Capital.

2. Nordic, Baltic and Eastern European currencies. The outlook for joining ERM 11
and the euro

Helge Pedersen, Global Chief Economist at Nordea, presented the recent developments in Nordic,
Baltic and Eastern European currencies against the background of the prolonged sub-prime crisis and
financial market uncertainty. He highlighted the risks for those currencies stemming from a slower
economic growth in the region and from higher commodity prices that had a notable effect on
inflation. These countries export significantly more to the European Union than to the US and might to
some extent be immune to a slower economic growth in the US. However, they may be impacted by
the tighter credit conditions following the difficult market conditions in the credit markets. He
highlighted the outlook for some of these currencies to join the euro and for some of the others the
ERM I1.

3. Analysis of the result of the last triennial BIS FX survey and presentation of other
private sector surveys

Alexandra Heath, BIS, presented the findings of the seventh triennial survey conducted in April 2007.
The increase in daily foreign exchange turnover was significant, with the traditional FX turnover
increasing by 69 percent to USD 3.2 trillion from 2004. The growth is slightly faster than the growth
in trade and international capital flows. By instrument, half of the increase was driven by FX swaps
(+80 percent). By counterparty, more than half of the increase in turnover was accounted for by
transactions with other financial institutions such as hedge funds and pension funds. Possible
explanations for this are the attractive returns offered by foreign exchange markets, international
portfolio diversification and the increasing importance of algorithmic trading. Further analysis was
provided on the latest turnover trends by currency pairs, locations and method of execution.

Toby Cole, Credit Suisse, looked at the other most regarded private sector surveys, in particular the
Euromoney survey, which has an extensive history of 30 years. In spite of the different methodologies
and its commercial character, the broad picture is in line with the findings of the BIS survey. This on-
line survey is promoted by banks and this helps ensure a large number of participants. On the other
hand, banks may increasingly use it as a marketing tool. The survey confirmed the current trends in
foreign exchange markets such as the increasing share of leveraged funds, the further concentration in
the business and the growing importance of electronic trading.

4. Other business
a.) The Secretary of the Operations Managers Group (OMG) informed about the agenda of the
meeting on 13 February 2008 and the work programme 2008.
(http://www.ecb.europa.eu/paym/groups/omg/html/index.en.html )
b.) The Chairman informed about the second Global meeting of FX committees hosted by the
Bank of England on 2 April 2008 and details about the tentative agenda were provided.
¢.) The next meeting will take place on 3 June 2008 from 13:00 to 16:00 at the ECB premises.



http://www.ecb.europa.eu/paym/groups/omg/html/index.en.html
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