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Sources: EU, Bloomberg, Commerzbank Research as of 20.08.2020.  

Th e  EU is  p o ise d  t o  b e com e  on e  o f t h e  la rg e s t  s in g le  is su e rs  
in  t h e  Eu ro  a re a  
 
 

Exp e ct e d  vo lu m e  o f EU b on d s  re la t ive  t o  cu rre n t  ou t s t a n d in g  o f s e le ct  Su p ra n a t ion a l b on d s  (in  Eu ro , b illion s ) 
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• Th e p la nn ed  EU is sua n ce  for SURE a n d NGEU over th e  n ext com in g yea rs  will be  orders  of  magnitude  larger  
than  the  past  

 
• Th e EU will becom e n ot on ly th e  largest  Supranational  issuer  in  Europe  and  the  world  bu t a lso on e of th e 

largest  pan - European  issuing  entities . It will a lso becom e the  largest  global  issuer  of  green  bonds  
 
• Th e re la tive ly fa s t pa ce  of n ew debt is su a n ce  a n d  th e  resu ltin g  s tock crea te  separate  opportunities  and  

challenges  
 

• EU will  benefit  from  a strong  credit  position  h a vin g  de  fa cto recou rse  to th e  EU bu dget 
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Sources: Haver Analytics, Goldman Sachs, as of 20.08.2020. (chart 1); ECB, as of 31.07.2020. APP stands for Asset Purchase Programme. PEPP stands for Pandemic Emergency Purcha  
Programme (chart2) 
1 European Government Bonds 

EU is su a n ce  re la t ive  t o  EGBs 1 a n d  ECB su p p ort  via  a s se t  
p u rch a se s  

Act u a l a ve ra g e  is su a n ce  (in  Eu ro , b illion s ) 
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His t o rica l ECB p u rch a se s  o f e lig ib le  su p ra n a t ion a l d e b t  (in  
Eu ro , b illion s ) 

• With  respect to th e  annual  issuance  volume , th e  EU is  likely to rank  alongside  the  four  largest  EGB issuers  
(Ita ly, Fra n ce , Germ a n y, a n d  Spa in ) in  th e  com in g yea rs  

 
• On  a vera ge , th e  EU is  expected  to is su e  € 150 bn  -  € 200 bn  per  year , th is  is  in  lin e with  gros s  is su a n ce in  th e 

m a in  sovere ign s  wh ich  h a s  a vera ged  € 1 2 5 bn  -  € 2 5 0 bn  per yea r in  recen t yea rs  
 
• His torica l levels  of su pra n a tion a l pu rch a ses  by th e  ECB dem on s tra tes  su pport in  th e  a s se t cla s s  
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Sources:BlackRock, Commerzbank, as of 20.08.2020 (chart 1), BlackRock, Bloomberg, as of 20.08.2020 (chart 2) 
1  Quote from Commission President Ursula von der Leyen on 16.09.2020 

De m a n d  d yn a m ics  fo r EU b on d s  

Es t im a t e d  in ve s t o r b re a kd own  in  Eu ro  
d e n om in a t e d  Su p ra n a t ion a ls  
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Size  o f sa fe  a s se t s  re la t ive  t o  GDP  (G1 0  e con om ie s ) • Th e u pcom in g EU issu a n ce  will a dd  a substantial  amount  
to  the  current  supply  of  low - risk  assets  in  the  Euro  Area . 
Th is  is  a  welcom e developm en t for th e  reg ion  wh ich  will 
like ly a ttra ct flows  from  a  wide  in ves tor ba se  

 
• An  a ddition a l dyn a m ic m igh t be  th e  potential  substitution  

effect  away  from  “semi - core”  bonds  into  the  newly  issued  
EU bonds  
 

• Eu ro Su pra n a tion a ls  a lrea dy ben efit of a  high  foreign  
investor  involvement  
 

• Th e es ta b lish m en t of a  ben ch m a rk cu rve  for EU will fu rth er 
su pport th a t tren d  
 

• A n u m ber of p ra ctica l ch a llen ges  a re  h in derin g  th e  
developm en t of liqu id ity towa rds  th a t m ore  com m on  in  
sovere ign : e .g . EU bon ds  a re  n ot e ligib le  in itia l m a rg in  un der 
deriva tives  con tra cts ; th ere  is  n o fu tu res  con tra ct on  EU 
bon ds  
 

• With  1/ 3 of  total  EU issuance 1 to be  in  green  bonds  sh ou ld  
fu rth er su pport dem a n d from  a  wide  ra n ge of in ves tors  
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Sources: BlackRock, Bloomberg, as of 29.07.2020 (chart 1), BlackRock, Bloomberg, as of 16.09.2020 (chart 2) 

Se con d a ry m a rke t  va lu a t ion s  o f EU b on d s  
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Se le ct  Eu ro  a re a  yie ld  cu rve s  

• EU yie ld  cu rve  is  s e t to exten d  on  th e  ba ck of th e  p la n n ed  SURE a n d NGEU is su a n ce  
 
• In ves tors  will likely focu s  on  re la tive  va lue  dyn a m ics  between  EU bon ds , oth er Eu ropea n  Su pra n a tion a ls  a n d 

s im ila rly ra ted  Govern m en t bon ds   
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Sources: survey carried out amongst 11 participants with responses collected on 16 Sept 2020 
 

BLK Su rve y o f Se ll- Sid e  e xp e ct a t ion s  re g a rd in g  EU is su a n ce  
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Summary  of  results : 

• All  respondents  expect  new  investors  to  enter  the  SSA market  wh en  th e  EU is su a n ce  gets  u n derwa y 

• Rega rd in g  tra d in g  desks , 60 %  of  banks  will con tin u e  to trade  EU bonds  from  the  SSA desk , 3 0 %  will m ove th e  
is su er to th e  EGB desk a n d  1 0 %  is  ye t to decide  

• Most  expect  issuance  in  the  form  of  multi - tranche  syndications  with  pre - set  windows , s im ila rly to ESM a n d 
EFSF. Rega rd in g  auctions , 70%  expect  the  issuer  to  make  use of  auctions  over t im e bu t with  syn dica tions  
rem a in in g  th e  b igges t tool for is su a n ce  

• As  for EU futures , th ere  is  a  strong  majority  of 8 0 %  wh ich  sees  no  prospect  for  a EU bond  future  

• With  rega rds  to zero  coupon  bonds,  100 %  respondents  believe  this  is not  a viable  strategy   

QUESTIONS  ANSWERS  

Do you  expect n ew in ves tors  to join  th e  m a rket for EU bon ds?  1 0 0 %  yes  

With  th e  u pcom in g  s izea b le  ch a n ge in  EU ou ts ta n d in g  a re  you  p la n n in g  to:    

Move th e  is su er to EGB desk 3 0 %  
Keep a t SSA desk bu t a lloca te  s ign ifica n tly m ore ba la n ce sh eet/ risk 
lim its  6 0 %  

 Oth er (p ls  specify) 1 0 %  TBD 

Wh a t is  you r 2 0 2 0 / 2 0 2 1 / 2 0 2 2  expecta tion  for g ross  is su a n ce for EU (EUR b illion s )? 3 0 / 1 8 0 / 1 7 5  

Do you  expect th e  is su er to m ove towa rds  m u lti- tra n ch e vs . s in g le-tra n ch e is su a n ce? 7 0 %  m u lti- tra n ch e, 2 0 %  s in g le-tra n ch e, 1 0 %  TBD 

Wou ld  you  expect is su a n ce win dows  to be  com m u n ica ted  in  a dva n ce (e .g . 
ESM/ EFSF) or m ore a d-h oc is su a n ce?   

6 0 %  win dows , 4 0 %  n o pre-set win dows  bu t p resen ce in  
m a rket every 2  weeks   

Are you  expectin g  to see  s ign ifica n t sh ift from  syn dica tion s  to a u ction s  over com in g  
yea rs? 

7 0 %  yes  (with  syn dica tion  proportion  s till h igh er), 2 0 %  
n o, 1 0 %  TBC 

Do you  see  poten tia l a n d / or dem a n d for a  EU bon d  fu tu re? 8 0 %  n o, 1 0 %  yes , 1 0 %  TBC 

Do you  th in k th ere  wou ld  be  a  ben efit in  EU is su in g  on ly zero cou pon  bon ds? 1 0 0 %  n o  
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Q&A se ss ion  
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Technical  questions  
1 . Wh ich  desk sh ou ld  th is  be  tra ded  from  on  ba n k s ide  (SSA or govie)? 
2 . How ca n  th e  liqu id ity of th e  bon ds  be  en h a n ced? 
3 . Sh ou ld  EU h a ve prim a ry dea lers? 
4 . Sh ou ld  EU m igra te  from  swa p produ ct to ben ch m a rk sprea d  produ ct over tim e? 
5 . Is su a n ce  of zero cou pon  bon ds  ra th er th a n  bu lle t bon ds? 
6 . Will th e  is su er to m ove towa rds  m u lti- tra n ch e (les s  frequ en t is su a n ce) vs  s in g le  tra n ch e (m ore  frequ en t is su a n ce) 

is su a n ce? 
7 . Sh ou ld  is su a n ce  win dows  to be  com m u n ica ted  in  a dva n ce  (e .g . ESM/ EFSF) or m ore  a d-h oc is su a n ce?  
8 . Will a  repo a n d/ or fu tu res  m a rket on  EU bon ds  develop? 

 
Broader  questions  
1 . Will th e  EU is su a n ce  u n lock dem a n d from  n ew in ves tors , specifica lly oversea s?  
2 . Will th e  a greed  su pport pa cka ge be  ra tified  by a ll re leva n t in s titu tions? 
3 . Will en ou gh  requ es ts  be  m a de by Mem ber Sta tes  to fu lly u se  th e  a va ila b le  bu dget? 
4 . How will th e  ECB’s  bon d pu rch a se  progra m m es  evolve  in  th e  fa ce  of th e  u pcom in g EU is su a n ce? 
5 . Will Du tch  regu la tor De Nederla n dsch e  Ba n k (DNB) ch a n ge the  VEV ru les  to give  EU bon ds  a  zero risk weigh tin g  for 

Du tch  pen s ion  sch em es  to determ in e  requ ired  ca pita l bu ffers? 
6 . Will EU bon ds  becom e e lig ib le  a s  colla tera l for b ila tera l deriva tive  tra n sa ction s? 
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