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Table 1

Volume of matched-book trading in the United States
(7 January 1998, in billions of US dollars)

Overnight Term
Total collateral delivered $764 $590
(Repo, securities loan, securities pledged and collateralised
loan)
of which reported matched $409 $506
Percentage matched 54% 86%
Total collateral received $545 $758
(Reverse repos, securities borrowed and securities
received)
of which reported matched $306 $643
Percentage matched 56% 85%
Source: Federal Reserve Bulletin, Table 1.43, 7 January 1998.
Table 2
Uncollateralised money rate and repo rate
overnight 1 week 1 month | 3 months
Average of final week in Nov. 97
Uncollateralised money rate 0.528 0.743 0.818 0.727
= Repo rate 0.598 0.563 0.484 0.376
g Spread -0.071 0.179 0.354 0.350
=3 Average of Jan. 98 — Mar. 98 :
i1, Uncollateralised money rate 0.433 0.639 0.862 1.054
Repo rate 0.555 0.549 0.533 0.474
Spread -0.122 0.090 0.329 0.581
Average Mar. - Jun. 97
Uncollateralised money rate 6.12 6.18 6.27 6.45
=] Repo rate 6.08 6.10 6.15 6.27
,8 Spread 0.04 0.08 0.12 0.18
gﬂ Average 24 - 28 Nov. 97
E Uncollateralised money rate 7.23 7.25 7.42 7.63
Repo rate 7.13 717 7.23 7.33
o7 Spread 0.10 0.08 0.19 0.30
N
= Average Jan. - Mar. 1998
- Uncollateralised money rate 7.36 7.38 7.43 7.49
Repo rate 7.24 T.22 7.24 7.28
Spread 0.12 0.16 0.19 0.21
Average Mar. - Jun. 97
Uncollateralised money rate 5.597 5.555 5.601 5.715
Repo rate 5.5612 5.460 5.5627 5.638
§ Spread 0.085 0.095 0.074 0.077
S Average 24 - 28 Nov. 97
w2 Uncollateralised money rate 5.609 5.549 5.600 5.830
= Repo rate 5.682 5.716 5.659 5.730
= Spread -0.072 -0.167 -0.059 0.100
5 Average Jan. - Mar. 1998
Uncollateralised money rate 5.596 5.565 5.592 5.603
Repo rate 5.589 5.568 5.553 5.5647
Spread 0.008 0.003 -0.039 0.056
Average Mar. — Jun. 97
Uncollateralised money rate 3.187 3.187 3.282 3.348
Repo rate 3.21 3.20 3.280 3.335
Spread -0.02 -0.01 0.002 0.013
8 Average 24-28 Nov. 97
= Uncollateralised money rate 3.47 3.47 3.524 3.664
o] Repo rate 3.44 3.44 3.46 3.58
e Spread 0.03 0.03 0.06 0.08
Average Jan. — Mar. 98
Uncollateralised money rate 3.489 3.489 3.523 3.572
Repo rate 3.444 3.443 3.443 3.489
Spread 0.04 0.05 0.08 0.08
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Table 3
General information on the use and importance of repos in monetary policy in G-10 countries (June 1998)*
BE | ca [ m [ oe [ m [ o [ n [ 8 [ on [ ok | us
General information on monetary policy
Intermediate monetary policy target exch  inflation exch, M M3 diverse  diverse exch inflation M inflation  none
Operating target: market interest rates  short-term  O/N O/N O/N  short-term short-term short-term short-term
General information on the use of repos
Instrument used repo buy/sell repo repo buy/sell  sec. borr. coll. loan® buy/sell repo repo repo
In use since 1991 1953 1988"-93¢ 1973 1979 1997 1976 1994 1998 1997° 1920s
Objective of the use of repos
Liquid. manag:
supply (S), absorption S&A S&A S&A S S&A S S S&A S&A S S&A
Interest rate signalling - signal signal® signal - - signal signal - signal -
Importance of repos:
Outstanding amounts as a percentage of
total refinancing of financial sector (year-
end or yearly average)
1992 52% 84% 20% - -
1993 63% 2% 96% 43% - -
1994 63% 67% 95% 43% 98% - 28%
1995 73% 68% 83% 57% 95% - 23%
1996 0% 1% 98% 0% 81% T4% - 45%
1997 3% 2% 93% 14% 58% 86% - 66%
1998 (June) n/a n/a n/a 43% - 95% (2) 50% 70% (3) 100%

* In some euro area countries, the situation is changing considerably due to the introduction of the euro. ® For repos on a tender basis. ¢ For repos at market prices.
¢ The Netherlands Bank does not use repos but collateralised loans called “special loans”. ¢ The United Kingdom used fortnightly repos from 1992. ' Japan started
buy/sell-back operation using JGBs in 1987.

Table 4
Characteristics of central bank repos (June 1998)

| B8 [ ca [ m [ o [ m [ p [ m [ s [ i [ k [ us
Frequency of repos daily ~ asneeded 2x/week®, weekly asneeded asneeded asneeded weekly asneeded upto  asneeded
[between brackets: average] as needed" [weekly] [weekly] 4x/day  [daily]
Maturity of repos 3 1 7, short” 14 2->30 typical 1 usually 7 7 O/N-some 14and O/N-15
(days) ; week to 4 months ON

months
Underlying securities ;
Government debt securities v 4 4 v v v v v v vE
Other securities v v vz v v v
Counterparties
Categories (Banks, Securities Houses, B B, SH B B BSH B,SHMM B B,SH B BSHMM B,SH
Money Market dealers) .
Number (approximate) 15 14 n/a  600-800" 40" 35 variable 9 increasing around 20 35
Other criteria than activity in repo market?  Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Tender system multiple fixed rate mult.or multiple multiple volume fixed rate’ bilateral fixed rate multiple
rate fixed rate  rate rate tender trans. rate

Disclosure
Before tender: amount No No No No Yes Yes No No No Yes No
Before tender: information on rate(s) No Yes Yes Yes© No No Yes Yes No Yes No
Tender result: bid and/or allotted amount No No Yes Yes Yes Yes Yes No Yes Yes
Tender result: information on rate(s) No -4 Yes Yes Yes 8 =4 No -4 No
Margining practices
Mark to market No No No No No Daily  Weekly  Daily Daily .  Daily Daily
Margin call No Yes No No No Yes Rare Yes Yes Yes Yes
Initial haircut Yes Yes Yes No No Yes Yes Yes No Yes Yes

* For repos on a tender basis. ° For repos at market prices. © For fixed rate tender. ¢ Information on rates after tender irrelevant in case of fixed rate tender.
¢ The Bank of Sweden also has the possibility to use variable rate tenders (very rare). ' Depends on type of lender. * Includes some agency securities (issued by
government-sponsored entities). " Average number, potential number of counterparties is over 900.




Chart 1: UK two-week unsecured interbank and repo rates
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Chart 3: UK three-month interbank rates minus three-month GC repo rates
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Chart 4: UK official intervention rate and two-week GC rate
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Chart 5: UK official repo rate minus two-week GC rate
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Chart 6: Historical and implied two-week repo rate
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Annex 1

Relative size of repo markets
(G-10 countries for which data are available)

(in percentage)

Cidntyy e OQutstanding amount as % of
nominal GDP | M3 | government debt
N 1995 18.4 22.5 23.5
ot 1997 25.0 28.9 31.0
Pedt e 1995 14.5 20.4 34.7
1997 21.7 32.8 47.3
1995 8.1 9.0 6.5
b
Italy 1997 9.9 1.1 7.3
J - 1995 n.a. n.a. n.a.
ppan 1997 5.7 2.8 9.0
- 1995 0.0 00 0.0
. . d

United Kingdom® 997 95 10.0 17.4
3 1995 12.0 18.3 17.8
United States 1997 14.9 22.9 22.4

a only repos in Belgian francs on government securities. P Repos reported by banks,
including interbank and customer repos. ¢ Securities lending against cash allowance.
d outstanding amounts are computed as a share of M4.

Comparison of features of repo markets in G-10 countries

BE CA I FR DE IT JP NL SE UK Us
Types of repos
a. Repurchase agreement Yes (most  Yes (most  Yes (most  Yes Not usual No Not usual No Yes (most  Yes (most
domi domi ) domi ) dominant) dominant)
b.  Sell/buy-back Yes Yes Yes Yes Yes (most  Yes Yes Yes Not usual  Yes
dominant)
c.  Securities lending Yes Yes Yes Yes Yes Yes (most  Yes No Yes Yes
dominant)
Characteristics of repo
transactions
—  Underlying securities
Government securities Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Bank or corporate-issued Yes Yes Not usual  No Yes Not usual No . Yes
notes
Mortgage securities No Yes Not usual Yes No No No Yes No Yes
Equity securities No Yes Not usual Yes yes Not usual  Yes Yes Yes Yes
(but (only for
growing) securities
lending)
—  Maturity structure
Overnight Yes Yes Yes Yes Not usual  Yes Yes Yes Yes Yes
Term Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Open Yes Yes Yes Yes Not usual  Not usual No Yes Yes
(decreasin
g
- Minimum/average size
Minimum size No No No No No No No No No No
Approximate average size EUR 40 CAD 85 EUR 100 EUR 25 EUR3mil — EUR 10 SEK 300 GBP 50 —
mil mil mil mil mil mil mil
- Deliverability
Make or take delivery Yes Yes Yes Yes Yes Yes Yes Yes Yes
Hold in custody Not usual  Limited Not usual  Not usual  Yes No No Not usual  Not usual
Tri-party agreements Yes No Not usual  Yes Yes Not usual No Yes Yes
—  Market for specific collateral Yes Yes Yes Yes Yes Yes Yes Yes T Yes Yes
—  Substitutability
Legal basis for substitution Exists Exists by  Exists Exists Exists No Exists Exists Exists Exists
prior
agreement
Use of substitution rights Not Not Not Frequentl  Not Not used Not Not Not Frequentl
fr 1 freq: 1 freq 1 y used frequently fr ly fr ly fi ly yused
used used used used used used used




Comparison of features of repo markets in G-10 countries (cont)
DE I IT JP

NL I SE |

BE CA FR us
- Margining and marking-to-
market
Use of initial margin Yes Not usual Notusual Yes Not usual  Not usual No Not usual  Yes
Usual frequency of Not or Daily Daily Daily Daily for Daily Low Daily At least
marking-to-market weekly securities frequency daily
lending
Major participants .
Banks Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Securities firms Few Yes Yes Yes Yes Yes Yes Few Yes Yes
Institutional investors? Few Few Yes Yes Yes . Few Yes Few Yes Yes
Insurance companies Few Few Yes Yes Yes Yes Few Yes Yes
Non-financial companies Few Very few Yes Few Few . Few Few Yes
Settlement :
Typical settlement lag Same day Same day, Sameday, Sameday, T+1,T+2 T+2 T+1, T+2 Same day, Same day, Same day,
T+1 T+1 T+1, T+2, T+1, forward forward
T+3 T+2,T+3
Failures to deliver Allowed Allowed Allowed Allowed Not widely Not widely Allowed Allowed Allowed
accepted accepted
Penalties for failure specified specified specified specified specified specified
inGMRA inGMRA inGMA in master in GMRA  in master
agreement agreement
Transaction methods
Market type Off Off Off Off On and off Off Off Off On and off Off
k h h h h h h & s b &
Direct dealing or brokers Both Both Both Both Both Both Both Both Both
(mostly (mostly
direct) direct)
Tools used for transactions Phone, Phone, Phone, Phone, Phone, Phone, fax Phone, fax Phone, Phone Phone, fax
screens fax, screens fax, screens screens
screens ’ screens
Pre-trade transparency %
Prices available on screens Yes Yes for Yes Yes Yes Yes Yes Yes Yes Yes
dealers
Prices on firm or indicati Indicati Indicati Indi Indicati Indi Indi Indicati Indi Indicati Both
Order size information No No Yes Yes Yes Yes Yes No Yes No
Post-trade transparency: historic
price information
Tick by tick price information No No No No Yes (since  No No No No No
January
98)
Indicative daily infc i No Yes Yes No Yes (since  Yes No No No Yes
January
98)
2 Mutual funds, pension funds, hedge funds, etc. ® Off exchange for gilt repos, on exchange for equity repos.
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