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Classification : Internal

 Germany “Whatever it takes”

 European project for Defense 

Eu rop e a n  la n d sca p e : QT + EGB su p p ly on  t h e  r is e
QT on  t h e  g o , a d d it ion a l su p p ly on  t op  o f it .
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 Net supply reaches a record high in 2025

 Italy and Netherlands specifics

 Large budget deficits

 Green and infrastructure spendings

Expandatory supply

Recent developments  

EGB net supply net of QE/QT hits a record high in 2025
(Eur bn)

QT set to accelerate : BNPP estimates of QT across APP and PEPP Defense spendings elevated in 2024, much more to come. 
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ECB Exce ss  Liq u id it yEu rop e a n  Re p o  m a rke t  s ize  (b n ) Ne t  EGB Su p p ly (n e t  QE/ QT)
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Eu rop e a n  Re p o  Ma rke t  La n d sca p e
The European repo market continues to grow, navigating record levels of net supply, declining excess liquidity and the demand  fo r 
intermediation increasing. 

Chart 1. Eu ropean  repo m arket h a s  seen  im m en se  
growth  over th e  pa s t 1 0  yea rs , g rowin g  € 5 .5 trn  to 
a rou n d  €11.1trn.

Chart 3. Excess  liqu id ity in  Eu rope  h as  seen  a  la rge  
declin e  m a in ly driven  by TLTRO III repaym en ts  an d  QT 
from  a  h igh  of € 4 .7 trn  to u n der €3trn.
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Chart 2. Su pply n e t of QE/ QT h as  seen  record  h igh  
leve ls  in  Eu rope , requ irin g  priva te  m arket 
in term edia tion , u p  to ~€800bn ( est ) for 2025.

Sources: Chart 1. ICMA June 2024 Repo Survey; Chart 2. Barclay’s Resea rch  ‘2 0 2 5  sovere ign  is su an ce  com pen diu m ’; Ch a rt 3 . Bloomberg ECB Excess Liquidity; Chart 4. iMoneyNet ; 
5. ICMA 2001 -2024 Repo Survey
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Cou n t e rp a rt y Con ce n t ra t ion  

Chart 5 . Con cen tra tion  for th e  top  1 0  cou n terpa rties  
h a s  in crea sed  from  close  to 50% up to 70% over th e  
yea rs .
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Chart 4. Mon ey Fu n d  in flows  h ave  seen  a  steep 
trajectory .  An y reversa l of th is  tren d  cou ld  lead  to 
fu n din g  gaps  an d  h igh er repo ra tes .

• Eu ropean  Repo m arket g rowth  is  like ly to 
con tin u e , m ean in g  a  b igger dem an d for ban k 
in term edia tion .

• Repo Markets  may s tru ggle  to absorb  all
fu n din g  n eeds  if excess  liqu id ity in  th e  
Eu rosys tem drops  be low 2 trn  € .

Growth

• As repo m arkets  g row, we expect th e  
concentration  of th e  top  1 0  cou n terpa rties  to 
increase further .

Increased concentration 

• Wider spreads  a re  expected  to con tin u e  a s  we 
see  excess cash in the system decrease wh ile  
supply  expecta tion s  for 2 0 2 5  reach  record 
highs .

Higher funding costs 
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In cre a s in g  In t e rm e d ia t ion  Cos t s  Glob a lly
High levels of global supply have created challenges for the market to transfer liquidity, as banks face increasing capital c ost s and 
balance sheet constraints

5

Sources: Chart 1. BlackRock, Chart 2. BlackRock; Chart 3. The Fed; Chart 4. Bloomberg
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Chart 1. Gilt GC, a s  a  spread  to Gilt OIS, con tin u es  to 
tren d  h igh er, especia lly a rou n d  s ta tem en t da tes  an d  
su pply even ts . 

Chart 2. EGB spreads  to ESTR a re  n ow pos itive  a s  we 
h ave  m oved  away from  th e  colla te ra l s ca rcity 
en viron m en t, wh ich  dom in a ted  pos t COVID.

Chart 3. In  th e  US fu n din g  spreads  h ave  widen ed , an d  
we see  in crea sed  vola tility in  GC levels  especia lly 
a rou n d  s ta tem en t an d  se ttlem en t da tes .

Chart 4.  BoE STR u sage  h as  in crea sed , bu t we h ave  
observed  a  redu ction  over th e  pa s t two qu a rter en ds , a s  
it is  a  ba lan ce  sh ee t in ten s ive  produ ct

As  demand  for funding increases given  th e  la rge  am ou n t of su pply ou ts tan din g , we expect in term edia tion  to 
becom e m ore  ch a llen gin g , a s  ban k ba lan ce  sh ee ts  h ave  n ot g rown  a t th e  ra te  of g loba l govern m en t deb t.

Intermediation   

As  excess liquidity continues to decline , cen tra l ban k facilities  su ch  a s  th e  MRO cou ld  sh ift from  a  backs top  to 
addition a l ca sh  ra is in g  tool. However, su ch  tools  a re  a lso ba lan ce sh eet in ten s ive . 

Central Bank Facilities 

Bank : Increasing regulation (Leverage  ra tio, RWA, GSIB) limits the ability to serve clients . Regu la tion  s ign ifican tly 
lim its  a ccess  to a  ban ks  ba lan ce  sh ee t.
End user : faces  rising funding costs, an d  d ifficu lties  in  accessing repo markets a t certa in  tim es  of th e  yea r . 
In ves tors  n eed  th e  ab ility to ra ise  sh ort- te rm  cash  an d  a re  increasingly reliant on repo markets, as  m arket liqu id ity 
for th e  ou trigh t sa le  of a s se ts  h a s  declin ed . 

Regulatory impact
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P rim a ry De a le rs  ca p a cit y t o  in t e rm e d ia t e , 
h e a d win d s  a n d  e n a b le rs

Re g u la t o ry fra m e work
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 GSIB, Leverage ratio, RWA’s, FRTB for MtM  activities

 OCI and CSRBB for non - MtM  books

 Punitive regulations = reduced access to Balance Sheet

Capital allocation is key

Ba n k’s  in t e rn a l fra m e work

 Market share / Rankings

 Strategic clients servicing

 Leverage exposure’s allocation

Balance Sheet vs profitability

Ma rke t  s t ru ct u re

 Illiquid bonds / bonds held to maturity

 Repo specialness  vs  “no way out”

 Lower number of lines would help

 Issuers who can tap illiquid lines help the functioning

Fragmentation can be negative

P os it ive  fa ct o rs

 EGB’s relative value

 Delay for new regulations

 EU issuances, Capital Market harmonization

Competitive advantage
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Tre a su ry Re p o  Ma rke t
US repo markets are more developed than European repo markets given they benefit from the Fed’s Reverse Repo and FICC’s Spons ored 
Repo Programs. This ability to transfer liquidity within the system has increased repo market capacity at a time when dealer bal ance 
sheets have been more constrained due to increased supply and higher demand for intermediation.  The move to mandatory Treasury 
Clearing however, could introduce unintended consequences such as market consolidation and widening liquidity gaps.

On g oin g  it e m s  t o  b e  a d d re sse d  fo r US m a n d a t ory cle a rin g
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Sources: Chart 1. NY Fed, Federal Reserve H.4.1; Chart 2. DTCC; Ch a rt 3 . NY Fed, Treasury.gov
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Chart 1: On goin g  QT reduces liquidity from the system . Th is  redu ces  th e  
flow of fu n ds , especia lly on  s ta tem en t da tes , lead in g  to an  in crea se  in  RRP 
ba lan ces . 
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Chart 2: Outstanding Treasu ry deb t h a s  grown by 60% over th e  pa s t 5  
yea rs ; increasing adoption of Sponsored Repo since 2022 h as  en abled  
Dea lers  to in crea se  trea su ry h old in gs  desp ite  regu la tory con s tra in ts .
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Chart 3:  Th e adoption  of Spon sored  Repo h as  mitigated balance sheet 
constraints an d  cross - ju risd iction a l exposu res  for ban ks  .Th is  
im provem en t in  in term edia tion  h as  increased capacity in funding markets

In trodu cin g  a  cap ita l e fficien t m arg in  reg im e is  in tegra l to in crea s in g  
trea su ry liqu id ity 

Margin

Clea rin g  is  opera tion a lly com plex, especia lly with  m u ltip le  m odels  an d  CCPs
s till re fin in g  th e ir fram eworks , requ irin g  addition a l developm en t

Infrastructure and technology build out  

Clea rin g  a lon e  does  n ot resolve  ban k cap ita l trea tm en t is su es

Regulatory & balance sheet considerations  

Docu m en ta tion  will n eed  to evolve  to accom m oda te  n ew clea rin g  agen cies
an d  access  m odels

Legal and accounting uncertainties 
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Re p o  Cle a rin g  in  Eu rop e  
The European repo ecosystem is more complex than the U.S, and the clearing model is still evolving. There is no one size solu tio n to repo 
market optimisation; we believe clearing for the buy side should be seen as an additional voluntary tool to support market fu nct ioning 
during times of stress & low bank intermediation. 
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CCP liqu id ity is  con cen tra ted  in  sh ort da tes . Ban ks  a re  in cen tivised  to clea r if th ey observe  in crea sed  n e ttin g  opportu n ities : m a tu rity
m ism a tch es  across  th e ir clien t ba se  (MMF’s  in  overn igh t vs  Pen s ion  fu n ds  in  te rm ) does  n ot in crea se  th e  am ou n t of n e ttin g , leavin g  a
m a tu rity m ism a tch

Liqu id ity

Lim ited  Spon sored  Agen t Ban ks  a re  su pportin g  clien t clea rin g  an d  few cu s tod ian s  h ave  developed  CCP workflows  an d  con n ectivity

Ma rket Stru ctu re

Clea rin g  in trodu ces  VM an d  IM wh ich  in crea ses  th e  overa ll cos t of th e  trade  an d  in crea ses  procyclica lity risks  du rin g  tim es  of m arket s tres s  
  

Ma rg in  

In con s is ten t a ccess  m odels  ba sed  on  u n derlyin g  clien t /  fu n d , Clien t e lig ib ility d iffers  across  CCPS: for la rger a s se t m an agers , n ot a ll clien ts
ge t a ccess   

Bu y-s ide Access  

Fu rth er cla rity on  lim its  an d  h a ircu ts  applied  to Mon ey Market Fu n ds   

Clien t Elig ib ility  

•Partner with CCP’s to evolve bu y s ide  m odels  to in cen tivise  volu n ta ry a doption  a cross  clien t types .
•Enhanced CCP margin transparency & Expand collateral eligibility to a ddress  p rocyclica lity risks
•Standardised maturities to in crea se  n ettin g  opportu n ities
•Enhanced transparency in to bu y & sell liqu id ity a xes  a t CCPs  
• Better understanding of bilat vs cleared cost analysis from  ba n ks
•Scalable workflows u s in g  exis tin g  in fra s tru ctu re  
•Improve client access th rou gh  Cu s tod ia n  & PB a doption  

Why is adoption of client clearing in European CCPs low?

Opportunities for Industry Engagement 

We recommend observing the evolution of US Repo Treasury clearing and working to incentivise EU buy side voluntary adoption.
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Discu ss ion
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What is needed to enable banks to increase Intermediation capabilities ?

Is mandatory clearing necessary in Europe? How can industry increase 
adoption?

Can Capital Market union help the bank’s capacity to efficiently 
intermediate ?

To what extent does regulatory capital and liquidity requirements (e.g., 
Basel III, LCR, NSFR) constrain banks' ability to act as intermediaries in repo 
markets?

What other solutions are there to enhance intermediation capacity ?
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