


1.1992 FACTS :

The financial summer crisis, followed by the exchange rate crisis since September, has strongly |
perturbated the ecu markets throughout the whole of the second semester of 1992. Yet, the market
survived quite well : ‘

* On the primary bond market, issuing activity fell sharply from ecu 24.6 bn in the first half to ecu |
2.2 bn in the second half of the year, with no international issue from mid-August. The market was
re-opened mid-December by the Commission with an ecu 80 mn issue.

* On the secondary bond market activity never stopped. Yet, throughout most of the period, the
market faced liquidity problems. After a net improvement end September-October, the liquidity
problem resulted from the lack of activity on the primary ecu bond market and of the redeeming of
many bonds.

* Derivatives markets, LIFFE and MATIF, have fully played their role : they reached peak levels of
activity during the crisis period. The LIFFE short term contract in ecu maintained a high turnover
throughout the fourth quarter, while the activity on the MATIF long term contract, although staying
at a rather high level, slowed down.

* On the Treasury bills market, the Bank of England profiled as the regular monthly issuer throughout
the whole period of crisis. The Bank of Italy only appreared once but for a large amount : ecu 1.3 bn §
bid and allotted, for ecu 1.5 bn offered.

* The ecu clearing system continued to work very well, with a daily volume up to ecu 60 bn in
September, and an average over ecu 40 bn daily transactions during the fourth quarter.

* As a consequence of the September exchange rate crisis, the spread between the theoretical and
market values of the ecu exchange rate increased to 200 b.p. Since the beginning of October,
however, it returned gradually to the normal level of 10 b.p., a level maintained since. |

The good resistance to the crisis of ecu markets and their structures, better prospects for the |
realisation of EMU after the Edingburgh Summit and the relative easing of the EMS crisis, gave rise
to rather positive expectations for the first quarter of 1993 :

* On the primary bond market, activity resumed : the French Treasury issued ecu 680 mn of its 2003
OAT. The success of the issue, with a bid of ecu 2.04 bn, is a good signal for potential official and
private issuers. The 3-year UK T-note program will resume on the 2nd of February. EIB is awaited.

* On the secondary bond market, activity has rebounded since the beginning of the year and will be
stimulated by the primary activity.

* Other positive developments are :

- the agreement concluded between the German (Frankfurt DTB) and French (MATIF) futures
exchanges to allow for reciprocal access to each other’s products, including the successful MATIF
long term contract in ecu.

- the agreement to create an ecu linked clearing system between Eastern-European banks.

- the agreement between major petrol distributors and producers to introduce a common payments and
compensation system in ecu (TEPAR).
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PARTI:

THE ECU MARKETS : MAJOR DEVELOPMENTS THROUGHOUT 1992
AND PROSPECTS FOR EARLY 1993.

A. 1992 performance

After a successful 1991, in which the ecu became the second most used
currency on the eurobond markets, expectations for 1992 were set rather high,
. even more so because of the signing of the Maastricht Treaty in February 1991.

In this perspective, the performance on the ecu markets has been rather
disappointing throughout 1992 : issuing activity on the primary ecu bond
market slid back to its 1990-level of about ecu 26 bn. This nevertheless implies
that the ecu was the sixth most used currency in the eurobond market in 1992
(compared to a second position in 1991) behind the US $, the yen, the Deutsche
mark, the French franc and the pound Sterling.

Concerning 1992 developments, however, a clear-cut division can be made
between the two halves of the year :

- performance in the first half matched the one of the first six months of 1991 and
. a clear commitment by the Member States for further issuing in ecu (e.g. the
French OAT-program) was present.

In the context of the domestic programs, (which are internationally traded), a
total amount of ecu 6.8 bn was issued (nearly as much as for the whole of 1991 :
ecu 7.2 bn) in the following way : French OAT, ecu 2.15 bn; Italian CTE, ecu
2.25 bn; Greek ecn linked issues, ecn 0.9 bn and the British 3-year T-notes, ecu
1.5 bn.

Next to these domestic issues, an amount of ecu 17.8 bn of international issues
were launched on the primary ecu market during the first half of the year.

On the secondary ecu bond market, monthly average turnover volume for the
first half of the year increased to ecu 114 bn compared to an average of ecu 75
bn for the whole of 1991 (with an absolute maximum of ecu 132 bn for the
month of June).




On the_derivative markets, the MATIF long term contract in ecu reached a
maximum of 212.396 contracts in June 1992.

- during the second half of the year, the ecu markets were sent into confusion by
several factors : the Danish ''no" on the 2nd of June and the uncertainties thus
created regarding the ratification of the Maastricht Treaty, added up to the
unfulfilled expectations about a lowering of German interest rates and the
expectations concerning the French referendum (on the 20th of September)
exerted a negative influence on the evolution in the ecu markets. Furthermore, the
ecu suffered from the September-October exchange rate crisis which was
extended throughout most of the fourth quarter and involved several and
persistent attacks on the component currencies of the ecu such as the Irish punt,
. the French franc and the Danish crown.

The above factors resulted in a near-halt of issuing activity on the_primary ecu
bond market : the introduction of announced national programs was postponed
(e.g. the Belgian OLO-program), the planned auctions of several other national
programs were delayed or suspended ( e.g. the French OAT's, the Italian CTE's,
the UK 3-year T-note tender of October) and private issuers did not return to
the market.

The only domestic program that was carried on throughout the whole of the
second half of 1992 was the Greek ecu linked program : a total amount of ecu
0.8 bn was issued (compared to ecu 0.9 bn).

On the secondary ecu bond market, the monthly average turnover volume fell
. back throughout the second semester of the year resulting in a monthly average
turnover of ecu 82 bn at the end of 1992, notwithstanding the improvement
~ throughout September-October (because of swap operations and recompositions
of portfolio's). One of the factors explaning this drawback is the absence of new
high quality paper on the market and the fact that several high quality issues
came to maturity in November-December. It must be stressed, however, that the
monthly average turnover for 1992 nevertheless remained superior to the
monthly average of 1991.

On_the ecu Treasury bills market, the UK continued its monthly issuance of
T-bills throughout the whole of the second half of 1992 although, since the
October auction, a policy of maximum acceptable yields was introduced. This
policy severely limited demand for the October issue and impeded a full







































