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Record-high TLTR0O3.4 take-up

o Banks decided to take EUR1,308bn in the TLTRO3.4 liquidity operation in which
742 banks participated. This is the highest amount for any liquidity operation
from the ECB.

e Asa result, net liquidity is set to increase by EUR548bn, after the banks decided
to voluntary repay EUR214bn last week. This is on top of the EUR157bn
TLTRO2.1 maturing and bridge LTRO operations of EUR389bn.

Abundant liquidity, but slightly lower than expected

A total of 742 euro area banks participated in today’s TLTRO3.4 take-up of EUR1,308bn.
Banks could have taken EUR2,642bn, as EUR263bn is still outstanding from previous
TLTROs (a total TLTRO envelope of eligible pool of EUR2,905bn). This means that banks
on average took EUR1,763bn today, which is a record-high amount for TLTROs. Our
above-consensus estimate was EUR1,500bn.

Country breakdown not known until early August

Today’s data unfortunately only shows the total take-up without a country breakdown.
Until the financial statement is published in early August, we have to rely on anecdotal
evidence for the take-up. Earlier today, Spain’s Caixabank announced that it took the full
available amount of EUR40.7bn, on top of its EUR9bn TLTRO funds already outstanding.

Market implications

Inour TLTRO preview (which also includes a full discussion of the TLTRO and modalities,
see ECB Research: Flooding euro markets with TLTRO liquidity. Implications for excess
liquidity, tiering and markets, 12 June) we expected a strong take-up, which would put
downward pressure on front-end Euribors and therefore tightening pressure on FRA-OIS,
as we do not expect EONIA/ESTR to be affected. We have already seen this taken place,
which means that further FRAOIS tightening should come via further liquidity / risk-on
driver, and as such we do not see material tightening from a risk-reward perspective.

While the take-up was slightly lower than we anticipated, the expected dynamics should
still prevail and hence, to support bonds and put downward pressure on spreads, led by the
periphery. It is more difficult to judge the outright levels, as this depends on the TLTRO
rate applied to individual banks. However, as a rule of thumb, we expect downward
pressure on rates for those bonds with a yield above the deposit rate.
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Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related
interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
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