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The Macro Backdrop — geopolitics re-priced inflation risk more than

growth risk.

Brent front-month crude and VIX

US 10Y Treasury yield and US 10Y breakeven inflation
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Decline in Excess liquidity — no sign of stress

Open market operations take-up
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= Excess liquidity drain accelerated following the stoppage of PEPP
Bbp
reinvestments end of 2024 but is showing signs of recent deceleration.
7bp = (Can be explained by at take-up at the ECB's standard refinancing
operations edging higher.
5bp = The drawdown has so far been orderly leading to a gradual €STR -
DFR spread tightening - no sign of liquidity stress.
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a €175bio drain from the market putting Excess liquidity just below the

€2trio level
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Short end funding (1/2)

The drift wider in BOR-ESTR basis has pushed 6m and 12m points above the
MRO

Spread (bps)
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Source: ECE.

= Money market rates and fixings are gradually rising to reflect greater liquidity competition with Repo and European bills cheapening.

= Spread between Euribor and €STR has been rising also reflecting this competition rather than pointing to any liquidity stress.
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Short end funding (2/2)

EURUSD Year-End Basis - Historical Comparison

EUR-USD OIS basis swap in 3m and 1y tenors Mormalised to a 1-day turn equivalent
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CP Markets

ECP OUTSTANDINGS BY ISSUER TYPE ($BN)
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Weekly total issuance vs total weighted average rate

Volume resilience and aggregate pricing evolution
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Repo - Eur GC
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History vs Germany
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Disclaimer

This presentation has been prepared by HSBC’s Markets business for discussion purposes only for the ECB MMCG meeting audience. It
does not constitute independent investment research and has not been prepared in accordance with legal requirements designed to
promote the independence of investment research.

The views expressed herein are those of the speaker and/or relevant trading desk as at the date of this presentation and are subject to
change without notice. This material is provided for information purposes only and does not constitute investment advice, a personal
recommendation, accounting, legal, regulatory or tax advice, or an offer or solicitation to buy or sell any financial instrument or to enter
into any transaction.

Any market prices, levels, scenarios or trade-related references are indicative, illustrative and subject to change. Information contained in
this presentation has been obtained from sources believed to be reliable; however, no representation or warranty, express or implied, is
made as to its accuracy, completeness or timeliness. To the maximum extent permitted by law, neither HSBC nor any of its affiliates
accepts any liability for any loss arising from the use of or reliance on this presentation.

Any forward-looking statements, estimates, projections or opinions are subject to change and involve inherent assumptions and
uncertainties. Past performance is not a reliable indicator of future results. The value of investments can go down as well as up and
investors may get back less than invested.

This presentation is intended only for the persons to whom it is addressed at the ECB MMCG meeting and should not be copied,
reproduced, further distributed or disclosed, in whole or in part, without HSBC’s prior written consent, except as required by law or
regulation.

HSBC Bank plc is registered in England No 14259, is authorised by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority.
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