Quarterly Tableon Financing and I nvestment (TFI) of non-financial sectorsin the
euroarea

Quarterly financial accounts data for the euro area non-financial sectors have been released up to the third
quarter of 2000.* This allows further analysis of developments in the main financing and financial investment
components of the non-financial sectorsin the euro area.

Regarding the financing side, the annual rate of growth of total financing of the non-financial sectors was 7%
in the third quarter of 2000.® While the financing to the private sector continued to expand strongly, the
financing needs of the general government remained subdued. In thisrespect it isinteresting to note that credit
granted by Monetary Financial Institutions (MFIs) to the general government declined far more sharply than
the overall financing of this sector (see the chart below). This can be explained to some extent by a declining
share of loans in the overal financing of the general government. The main factor was, however, the
remarkable decline in the holding of general government securities by MFls. In 2000 the annual increasein the
amount outstanding of securities issued by the
general government was around 2%, while the
annual rate of change in MFI holdings of such
securities was negative (-5%2%), implying that MFIs
= MFI credit to general government have sold large amounts of government securities to
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: This increase was mainly due to asignificant risein
1) Partly estimated from Q4 2000 onwards.

non-financial sector investment in quoted shares
(annual growth rose from 6.6% in the second quarter of 2000 to 11.6% in the third quarter) and, to a lesser
extent, in debt securities. This increase in the growth of investment in quoted shares in a period of declining
stock prices can be explained partly by significant acquisitions by euro area companies of companies outside
the euro area. Thisis confirmed by information from a private database (Thomson Securities), which shows
that quarterly flows of acquisitions of foreign companies reached a maximum in the third quarter of 2000.2 By
contrast, the continuing decline in the growth rate of non-monetary mutual fund shares (which are largely
equity-based) indicated a reluctance on the part of private investors to increase their portfolio investment in
quoted shares. For this reason and in an environment of stabilising long-term interest rates, investorsincreased
further their holdings of long-term debt securities. Finally, non-financial sector investment in insurance
products remained strong in the third quarter of 2000.

1 For moredetailssee Table6.1inthe“ Euro area statistics’ section of thisissue of the Monthly Bulletin.
2 Inaddition, it should be noted that the acquisition of quoted shares has been significantly affected by a one-off transformation
of non-quoted sharesinto quoted shares (without additional financial investment) in a privatisation.
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