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Economic Outlook1
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Probability of Recession in the Coming Year
(Bloomberg Consensus)
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• Inflation peak seen in October 22 (10,6%) and EZ CPI should really start dropping by March 2023 when positive

basis effect due to energy prices will start disappearing (based on weaker energy prices ahead and continuation
of EU states support).

• Risks to scenario : Geopolitical + cold winter + more wages adjustments and wage-price spiral.

Economic Outlook2

Money Market Contact Group - December 7th, 20223

Nominal year-on-year wage growth in job postings (%)
(Central Bank of Ireland Economic Letter -2022 n°7)
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Central Banks Reaction
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• European Central Bank

• +200 bps

• QT : ?

• US Federal Reserve

• +375 bps
• QT : ≈ - 400 bn$ in 2022, -1,1 Trn$ in 2023

• Bank of England
• +290 bps

• QT : -80 bn£ in 2023 (-9,5% of current holdings)

• Swiss National Bank

• +125 bps
• Foreign Reserves Management

• Bank of Canada  

• +350 bps

• No reinvestments (-31bn,-7,5% from July to October)



C
2-
I
nt
er
n
al
N
a
t

Monetary Policy Rates Forecast
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• Terminal rate expectations have been very volatile.

• December hike forecast softened after the lower than expected US CPI and lower energy prices.

• P. Lane said another steep increase of 75 bps was not a given at the ECB Governing Council meeting on December 15

(market pricing : 55 bps as of Dec 1st).

• The market expects another 140/150 bps hike before end of S1 2023 (DFR ≈ 3%).

• Natixis forecast : +50 bps in December, +25 bps in February, +25 bps in March, terminal DFR 2,50%.

as of Dec 1st
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TLTRO Maturities (bn€) after Nov 23rd repayments

• Whatever early repayments are, at least €1,3Trn will mature before end of 2023 and a bit more than €1,8Trn before end of 2024.

• Considering the collateral pledged we can assume that at least 20% of the collateral freed can be refinanced under good conditions.

• Straight liquidity and LCR can be managed through 3 months LTROs.

• Main concern remains NSFR.

• Natixis forecast : €500bn voluntary repayment in December (mainly from TLTRO-III.4 maturing June 2023).

TLTROs
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(as at end Q3 2022)
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• With the TLTRO repayments, the ECB’s balance sheet will be reduced by 24% (from €8.8Trn to €6.7Trn) and around 18% before 

end of 2023. This is already bigger than what the Fed will be doing via its QT. 

• L. de Guindos indicates that ECB should opt for a ‘passive approach’ and that the process should be ‘cautious and prudent’. 

• P. Lane advocates a mechanical process to “contribute to the overall stance by essentially reversing the kind of compression of 

term premia that QE did”.

• We expect that the ECB will communicate on a given % of reinvestment in order to have a similar impact on all issuers, starting 

maybe at 50% of redemptions to be reinvested with a 25% decrease per quarter.

• The start of the QT will depend on how big TLTRO repayments will be : the bigger, the later the QT.

• Natixis forecast : -50% reinvestments from April 2023, -75% from July 2023, end of reinvestments in October 2023.

Quantitative Tightening
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Liquidity
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Assumptions :

• €500bn voluntary repayments in December 2022 (from TLTRO-III.4 mat. June 2023)

• PEPP maturities reinvested until end of 2024

• ECB stops reinvesting APP maturities by 50% in April, 75% in October, 100% in October accounting-189 bn in 2023, -397 

bn€ in 2024).

• In this scenario, excess liquidity would stand around €2900bn at the end of 2023 and €2000bn at the end of 2024.
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(Pre-€STR as Eonia-8,5 bps)

Liquidity Impact on Rates
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• Efficient transmission of monetary policy rates despite huge excess liquidity.

• Since LCR final implementation  short term rates are stucked around (or below) the Deposit Facility rate.

• Comfort zone seems to be between €1500 bn and €2000bn excess liquidity.

LCR Implementation
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Flows
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Higher rates triggered a change in cash allocation from corporates and 

retail to the benefit of Money Market Funds.

After increasing liquidity buffers (Ukraine crisis) investors reopened term 

investments to enjoy higher credit spreads and rate anticipations.

Private banks are also very active, mainly in USD (own experience :

Time deposits x 3 since May 2022),  
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Disclaimer
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This document and any attachment thereto are strictly confidential and cannot be divulgated to a third party without the prior written consent of Natixis. If you are not the intended recipient of this document and/or the attachments, please delete them and immediately notify the sender.
Reference prices are based on closing prices (if mentioned in this document).
Distribution, possess ion or del ivery of this doc ument in, to or from certain juris dictions may be restricted or prohib ited by law. Recipients of this document are required to inform themselves of and c omply with all s uch restrictions or prohib itions. Neither Natix is, nor any of its affiliates, directors, employees, agents or advisers or
any other person may be deemed liable to any person in relation to the distribution, possession or delivery of this document in, to or from any jurisdiction.
This document has been developed by our economists. It does not constitute a financial analysis and has not been developed in accordance with legal requirements designed to promote the independence of investment research. Accordingly, there are no prohibitions on dealing ahead of its dissemination.
This document and all attachm ents are comm unic ated to eac h recip ient for inform ation purposes only and do not constitute a pers onalized inv estment recommendation. They are intended for gener al distribution and the products or servic es described herein do not take into acc ount any specific investment objectiv e, financ ia l
situation or particular need of any recipient. This document and any attachment thereto shall not be construed as an offer nor a solicitation for any purchase, sale or subscription.
Under no circumstances should this document be considered as an official confirmation of a transaction to any person or entity.
This document and any attachment thereto are based on public information and shall not be used nor considered as an undertaking from Natixis.
Natixis has neither verified nor c arried out independent analysis of the information conta ined in this document. Accordingly, no representation, warranty or undertak ing, either expr ess or implied, is made to the r ecip ients of this doc ument as to or in relation to the r elev ance, acc uracy or com pleteness of this doc ument or as to
the reasonableness of any assum ption c ontained in this docum ent. Information does not take into acc ount specific tax r ules or accounting methods applic able to counterparties, clients or potentia l cl ients of Natixis. Therefor e, Natixis s hal l not be l iab le for d ifferences, if any, between its own v aluations and those v aluations
provided by third parties; as such differences may arise as a result of the application and implementation of alternative accounting methods, tax rules or valuation models. The statements, assumptions and opinions contained in this document may be changed or may be withdrawn by Natixis at any time without notice.
Prices and mar gins are indicativ e only and are subject to change at any time without notice depending on, inter al ia, market conditions. Past performances and simulations of past performances are not a reliable indicator and therefore do not antic ipate any future results. The inform ation contained in this docum ent may include
results of analyses from a quantitative model, which represent potential future events that may or may not be realized and is not a complete analysis of every material fact representing any product. Information may be changed or may be withdrawn by Natixis at any time without notice.
The statements, assumptions and forecasts conta ined in this document reflect the judgm ent of its author(s), unless otherwise spec ified, and do not reflect the judgm ent of any other pers on or of Natixis. The information contained in this docum ent should not be assumed to have been updated at any tim e subsequent to the date
shown on the first page of this document and the delivery of this document does not constitute a representation by any person that such information will be updated at any time after the date of this document.
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