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Are Interbank Money Markets a thing of the past

• Interbank deposits increased during 2022

• Primarily overnight placements

• Percentage of overnight vs term increasing

• Vast majority from counterparties with no DFR access

• Is this parking of liquidity as opposed to ‘Interbank lending’

• Increased volumes as no longer zero rate environment

• Differences between large bank vs small bank
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Interbank Money Markets…how has the market evolved
Balance Sheet & Ratios

• Anything deposit less than 30 days is liquidity ratio detrimental

• Eg. 5/4 = 125% vs 6/5 = 120%

• Balance sheet gross up

• Capital intensive for lender

• Return on RWA / Leverage too low

• Adverse NSFR impact for longer tenors

• Cross border impact post Brexit

• Internal currency rebalancing done via FX swaps

Crisis

• Activity reduces during crisis / flight to quality

• Fear of domestic contagion

• Quicker bank runs due to digitalization
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Interbank Money Markets…how has the market evolved
Monetary Policy

• LCR surpluses reduce need for short term liquidity

• Overall surplus liquidity (QE) reduces need for funding

• Hiking cycle increases cost of funding but not via Interbank

Alternatives

• Product innovation : notice accounts, collateral swaps, fee based borrows, secured activity

• Direct dealing vs Broker for wholesale (CP, CD) vs Interbank

• Less successful cross border platforms for interbank compared with repo / FX swap product
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Options to support Interbank Money Markets
• All Bank CD / CP pledgable as ECB collateral to encourage a liquidity secondary market

• Introduce sterilisation operations

• Corridor vs floor model

• Exempt DFR placements from leverage ratio

• Tweak LCR / NSFR metrics

• Reduce RWA on interbank loans

• ECB acts as central clearer on interbank unsecured trades

• Promoting Interbank platforms and digitalisation
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Implications of the absence of Interbank market
• Benchmark calculations

• Reduced monetary policy transmission

• More reliance on central bank in times of crisis

• Could increase cost of funding for banks

• Increase rate instability
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Disclaimer
Important Notice 

This document is intended to provide non-exhaustive, general information. No representation or warranty, express or implied, is made 
as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the information or opinions contained 
herein. All such representations and warranties, express or implied, are excluded to the extent permitted by law. This document is not 
intended to be and should not be construed as providing legal or financial advice. 

The information, statements and opinions contained in this document do not constitute a public offer under any applicable legislation, 
an offer to sell or solicitation of any offer to buy any securities or financial instruments, or any advice or recommendation with respect 
to such securities or other financial instruments. The distribution of this document and of the information it contains may be the 
subject of legal restrictions in some countries. Persons who might come into possession of it must inquire as to the existence of such 
restrictions and comply with them. 

The recipient is solely liable for any use of the information contained herein and Barclays PLC and its subsidiaries shall not be held 
responsible for any damages, direct, indirect or otherwise, arising from the use of this document by the recipient.

“This document is prepared by Belfius Bank Belgium NV/SA, Place Charles Rogier 11, 1210 Brussels, Belgium or by any affiliated 
company (herein referred as ‘Belfius’) on behalf of itself or its affiliated companies. This document is published purely for the purposes of 
information, it contains no offer for the purchase or sale of financial instruments and it is not confirmation of any transaction unless 
expressly agreed otherwise. All opinions estimates and projections contained in this document are those of Belfius as of the date hereof 
and are subject to change without notice. The information contained in this document was obtained from a number of different sources. 
Belfius exercises the greatest care when choosing its sources of information and passing the information. Nevertheless errors or
omissions in those sources or processes cannot be excluded a priori. Belfius cannot be held liable for any direct or indirect damage or loss 
resulting from the use of this document. The information contained in this document is published for the assistance of the recipient, but 
is not to be relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient.”


