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Summary of economic views

Source: UniCredit Research

● We forecast ongoing weakness in global growth in 2024 as monetary policy works its way through the 
economy. China will continue to struggle. Disinflation remains well on track. Headline inflation in the US and 
the eurozone heads towards 2% and will fall below target in 2025.

● The Fed and the ECB will start cutting rates in mid-2024 and keep going throughout 2025. Accordingly, we 
expect curve bull steepening. 10Y yields should end 2024 at around current levels (10Y UST 4.15%, 10Y Bund 
at 2.40%, 10Y EUR swap 2.80%).

● Bund/swap spreads are closer to fair value amid lower collateral scarcity and lower yield volatility. The belly
should underperform the wings at 2Y and 10Y and the 10/30Y should steepen.
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Growth to remain weak as support from savings buffers wanes

Source: Bloomberg, UniCredit Research
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Price stability in sight and soft growth paves the way for ECB cuts

Source: Bloomberg, UniCredit Research
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Fed: rate cuts are coming

Source: Bloomberg, UniCredit Research
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10Y Bund yields: low risk premium or bold easing expectations?

Source: Bloomberg, ECB, UniCredit Research
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Central bank balance/sheet: the normalization is ongoing

Source: Bloomberg, UniCredit Research
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ECB balance sheet normalization in detail

Source: Bloomberg, ECB, UniCredit Research

ECB balance sheet Collateral deposited against refinancing operations



UniCredit Bank GmbH - PUBLIC9

ECB QT on autopilot, higher disinvestments in 2024 and 2025 

Source: Bloomberg, ECB, UniCredit Research

● Redemptions under the APP during 2024 will be EUR 335bn (EUR 265bn in PSPP). PEPP disinvestments are expected to be EUR 45bn (almost 
entirely in PSPP)

● Consensus from the ECB SMA (from March 24) expects ca. 330bn in QT also in 2025 and in 2026. PEPP disinvestments in 2025 are expected to 
be EUR 180bn, strongly up from EUR 45bn in 2024. Respondents expect PEPP roll-off to continue also in 2026 at EUR 180bn.

Expectations form the SMA survey (January)

APP PEPP Total APP PEPP Total APP PEPP Total

ABS -8 0 -8 -6 0 -6 -9 0 -9

Cov bonds -23 0 -23 -32 0 -32 -60 0 -60

Corp bonds -24 1 -24 -31 0 -31 -38 0 -38

PSPP -214 -1 -214 -264 -45 -309 -317 -180 -497

Total -269 0 -269 -334 -45 -379 -424 -180 -604

DE -66 -5 -70 -63 -11 -73 -75 -43 -118

FR -37 1 -36 -52 -8 -60 -63 -33 -95

NL -3 -1 -4 -13 -2 -15 -15 -9 -24

AT -6 -1 -7 -7 -1 -9 -9 -5 -14

IT -40 -3 -42 -42 -8 -50 -51 -31 -82

ES -16 -1 -18 -31 -5 -36 -37 -21 -58

PT -5 -2 -6 -5 -1 -6 -6 -4 -10

Sovereign -189 -10 -199 -236 -40 -277 -236 -40 -277

Supras -24 10 -15 -28 -4 -32 -28 -4 -32

Implemented since Mar23 2024E 2025E
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TLTRO repayment is going smoothly

Source: Bank of Italy, ECB, UniCredit Research

● Next TLTRO redemption is in March, EUR 215bn, of which Italian banks probably own EUR 60-70bn. Early repayments for the 
remaining TLTROs amount to EUR 36bn of TLTRO.

● TLTRO repayment should pose no pressure on banks to reduce their bond portfolios. Excess reserves is higher than TLTRO funding 
across jurisdictions

Estimated share of TLTRO by jurisdiction

Remaining TLTRO operations TLTROs: estimated breakdown by jurisdiction
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Banks have enough excess reserves to repay TLTRO 

Source: ECB, UniCredit Research

● Excess reserve is still very abundant across jurisdictions, including Italy. As of January 2024, Italian banks hold EUR 57bn in excess 
reserves in aggregate. 

● Since June 2022, banks in the largest countries have adjusted their b/s while repaying TLTRO funding. This is reflected in a lower 
decline of excess reserves compared to TLTROs

Changes from Jun22 to Dec23

Excess reserves exceeds TLTROs across jurisdictions Excess reserves have fallen less than TLTROs as banks have adjusted their b/s
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Excess liquidity: we expect a slow decline

Source: ECB, UniCredit Research

● Excess liquidity in the euro area amounts to EUR 3.5tn as of March. TLTRO redemptions until YE will amount to ca. EUR 425bn. The
asset of securities is expected to decline by EUR 290bn. This will push excess liquidity lower – the exact amount will depend on the 
autonomous factors.

● An open question is also the amount of ECB liquidity that banks will use once the new framework comes into force.

Baseline scenario assumes that AF decline at 50% of the average of the period Jan22-Dec23 and 
all TLTRO expire

Excess liquidity - projections TLTRO refinancing is heading towards zero



UniCredit Bank GmbH - PUBLIC13

Excess liquidity: autonomous factors play a key role

Source: ECB, UniCredit Research

● Autonomous factors have been declining since the start of QT and have in part offset its impact on excess liquidity

● One factor driving autonomous factors down is the amount of government deposits. The ECB decision to remunerate government 
deposits at a penalizing rate (€STR-20bp) has put incentive on DMOs to mobilize their liquidity

Baseline scenario assumes that AF decline at 50% of the average of the period Jan22-Dec23 and 
all TLTRO expire

Autonomous factors Government deposits: no large room to decline further
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€STR still un-elastic to shrinking excess liquidity

Source: ECB, UniCredit Research

● €STR has not been affected much by the reduction in excess liquidity and we do not expect much pressure going forward as we 
expect excess liquidity to remain above EUR 3tn during most of this year

● Key issue is if banks’ demand for excess reserves has changed after the recent shocks (COVID, supply chain shocks etc)

Overnight rate versus excess liquidity: elasticity … …and recent developments
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Bund scarcity is easing

Source: ECB, UniCredit Research

● Lower collateral scarcity has supported cheapening of Bund/swap spreads, which are now close to fair value. In 2024, we expect the 
ECB to disinvest EUR 75bn in Bunds while net supply from Finanzagentur should amount to EUR 40bn (EUR 80bn is we focus on 
M/L term bond issuance).

● At the end of 2023, banks were depositing EUR 190bn in public sector collateral. We expect part of this sum to be unlocked with 
upcoming TLTRO repayments. Key question is how much will be used again once the new ECB framework comes into force

Bund/swap and collateral scarcity Supply in 2024 expected to remain intense
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The new ECB framework should cap short term rates

Source: ECB, UniCredit Research

● Tight corridor should reduce stigma and support demand for liquidity by banks

● Repo rates to be capped at depo+15bp (approx. €str+25bp)

● Longer tenor operations to be launched at a later stage



UniCredit Bank GmbH - PUBLIC17

Euribor-OIS: negative 1M reflects liquidity parking

Source: ECB, UniCredit Research

● Short-maturity Euribor rates trade through the ECB depo. This is likely due to high presence of public sector transactions, especially 
with respect to the 1-week tenor

● 3M EUR-OIS likely close to f/v, also in light of new ECB framework 
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This publication is presented to you by:
Client Solutions
UniCredit Bank GmbH 
Arabellastr. 12
D-81925 Munich

The information in this publication is based on carefully selected sources believed to be reliable. However we do not make any representation as to its accuracy or completeness. Any opinions herein reflect our judgement at the date hereof and are subject to change without notice. Any investments 
presented in this report may be unsuitable for the investor depending on his or her specific investment objectives and financial position. Any reports provided herein are provided for general information purposes only and cannot substitute the obtaining of independent financial advice. Private investors 
should obtain the advice of their banker/broker about any investments concerned prior to making them. Nothing in this publication is intended to create contractual obligations. Client Solutions of UniCredit consists of UniCredit Bank GmbH, Munich, UniCredit Bank Austria AG, Vienna, UniCredit S.p.A., 
Rome and other members of the UniCredit. UniCredit Group and its subsidiaries are subject to regulation by the European Central Bank. In addition UniCredit Bank GmbH is regulated by the Federal Financial Supervisory Authority (BaFin), UniCredit Bank Austria AG is regulated by the Austrian Financial 
Market Authority (FMA) and UniCredit S.p.A. is regulated by both the Banca d'Italia and the Commissione Nazionale per le Società e la Borsa (CONSOB). 

Note to UK Residents:
In the United Kingdom, this publication is being communicated on a confidential basis only to clients of Client Solutions of UniCredit (acting through UniCredit Bank GmbH, London Branch). The information is directed only to (i) professional clients or eligible counterparties as defined in the rules of the 
Financial Conduct Authority and is not intended for distribution to, or use by, retail clients or (ii) “investment professionals” falling within Article 19(5) of the Financial and Services Markets Act 2000 (Financial Promotions) Order 2005, as amended, and to persons to whom it may otherwise be lawful to 
communicate (all such persons in (i) and (ii) together being referred to as “Relevant Persons”). Any investment or activity to which the Information relates is available only to, and will be engaged in only with, Relevant Persons. Other persons should not rely or act upon the Information. UniCredit Bank 
GmbH London Branch, Moor House, 120 London Wall, London, EC2Y 5ET, is authorised by Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our regulation by the 
Financial Conduct Authority and Prudential Regulation Authority are available from us on request. 

Notwithstanding the above, if this publication relates to securities subject to the Prospectus Regulation (EU 2017/1129) it is sent to you on the basis that you are a qualified investor for the purposes of the Prospectus Regulation and it must not be given to any person who is not a qualified investor. 

Note to US Residents:
The information provided herein or contained in any report provided herein is intended solely for institutional clients of Client Solutions of UniCredit acting through UniCredit Bank GmbH, New York Branch and UniCredit Capital Markets LLC (together “UniCredit”) in the United States, and may not be used 
or relied upon by any other person for any purpose. It does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as amended, or under any other US federal or state securities laws, rules or regulations. Investments in securities discussed herein may be 
unsuitable for investors, depending on their specific investment objectives, risk tolerance and financial position. 
In jurisdictions where UniCredit is not registered or licensed to trade in securities, commodities or other financial products, any transaction may be effected only in accordance with applicable laws and legislation, which may vary from jurisdiction to jurisdiction and may require that a transaction be 
made in accordance with applicable exemptions from registration or licensing requirements.
UniCredit may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in any report provided herein. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them. Past performance should 
not be taken as an indication or guarantee of further performance, and no representation or warranty, express or implied, is made regarding future performance. The information contained in any report provided herein may include forward-looking statements within the meaning of US federal securities 
laws that are subject to risks and uncertainties. Factors that could cause a company’s actual results and financial condition to differ from its expectations include, without limitation: Political uncertainty, changes in economic conditions that adversely affect the level of demand for the company’s 
products or services, changes in foreign exchange markets, changes in international and domestic financial markets, competitive environments and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their entirety by this cautionary statement.

This product is offered by UniCredit Bank GmbH who is solely responsible for the Product and its performance and/or effectiveness. 

Client Solutions
UniCredit Bank GmbH 
as of 26 March, 2024
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Disclaimer Research

Legal Notices
Glossary: A comprehensive glossary for many of the terms used in the report is available on our website: https://www.unicreditresearch.eu/glossary 
Disclaimer
Our recommendations are based on information obtained from or are based upon public information sources that we consider to be reliable, but for the completeness and accuracy of which we assume no liability. All information, estimates, opinions, projections and forecasts included in this report represent the independent judgment of the analysts 
as of the date of the issue unless stated otherwise. We reserve the right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this information or to discontinue it altogether without notice. This report may contain links to websites of third parties, the content of which is not controlled by 
UniCredit Bank. No liability is assumed for the content of these third-party websites. 
This report is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or subscribe 
for any financial, money market or investment instrument or any security nor (iii) as marketing material within the meaning of applicable prospectus law . The investment possibilities discussed in this report may not be suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall 
financial situation. The investments discussed may fluctuate in price or value. Investors may get back less than they invested. Fluctuations in exchange rates may have an adverse effect on the value of investments. Furthermore, past performance is not necessarily indicative of future results. In particular, the risks associated with an investment in the 
financial, money market or investment instrument or security under discussion are not explained in their entirety. 
This information is given without any warranty on an "as is" basis and should not be regarded as a substitute for obtaining individual advice. Investors must make their own determination of the appropriateness of an investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal, 
fiscal and financial position. As this document does not qualify as an investment recommendation or as a direct investment recommendation, neither this document nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. Investors are urged to contact 
their bank’s investment advisor for individual explanations and advice.
Neither UniCredit Bank GmbH, UniCredit Bank GmbH London Branch, UniCredit Bank GmbH Milan Branch, UniCredit S.p.a. Vienna Branch, UniCredit Bank Austria AG, UniCredit Bulbank, Zagrebačka banka d.d., UniCredit Bank Czech Republic and Slovakia, ZAO UniCredit Bank Russia, UniCredit Bank Czech Republic and Slovakia Slovakia Branch, UniCredit 
Bank Romania, UniCredit Bank GmbH New York Branch nor any of their respective directors, officers or employees nor any other person accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith.
This report is being distributed by electronic and ordinary mail to professional investors, who are expected to make their own investment decisions without undue reliance on this publication, and may not be redistributed, reproduced or published in whole or in part for any purpose.
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