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Temporary dip
in German
economic
growth in Q3

Industrial
output almost
completely
recouped strong
decline of
previous month

I Commentaries

B Economic conditions

Underlying trends

Macroeconomic activity in Germany continued
to expand in the third quarter of 2016, although
it may have temporarily lost a little steam com-
pared with the second quarter. Nonetheless,
the underlying cyclical trend remains quite
robust. The increase in gross domestic product
in the third quarter is likely to have been driven
mainly by private consumption and the strong
construction sector. Both retail sales and con-
struction output have returned to their growth
path after dipping in the second quarter, and
the consumer climate remains at an exception-
ally high level. Industrial activity was recently
slightly down on the second quarter, however.
According to the data available so far, exports
did not quite maintain the high level reached in
the previous quarter either. However, in line
with the upward trend in orders received, opti-
mistic export and business expectations in the
manufacturing sector indicate that the situ-
ation there might also improve more over the
next few months.

Industry

After seasonal adjustment, industrial output in
Germany saw a steep month-on-month in-
crease in August (+3%%). The decline in July
thus proved to be a sharp but temporary dip,
which is likely to have been related to the con-
stellation of holidays. However, taking the
more meaningful average of July and August,
German industrial output still remained slightly
down on the previous quarter’s average (-%4%).
The slight increase in consumer goods produc-
tion (+%9%) was not sufficient to compensate
for declines at intermediate (-¥2%) and capital
goods (-%%) producers.

Deutsche Bundesbank

Industrial new orders rose distinctly in August
by a seasonally adjusted 1% on the month. On
an average of July and August, the volume of
orders thus showed a marked 34% increase on
the previous quarter’s level. This was due
mainly to the fact that orders from countries
both within (+3%) and outside the euro area
(+2%%) expanded strongly, partly driven by
large-scale orders, as German industry suffered
a substantial reduction in domestic orders
(-2%). Broken down by category of goods,
there was an increase in orders of capital
goods, whilst orders of intermediate and, in
particular, consumer goods fell.

August saw a steep rise in seasonally adjusted
industrial sales by 4%% on the month. Never-
theless, the average of both months only just
matched the average of the second quarter.
This reflected lower sales at home and in non-
euro-area countries. By contrast, sales in the
euro area expanded perceptibly (+1%4%). Ger-
man producers of capital and consumer goods
were the main beneficiaries; on an average of
July and August, they were able to improve
their euro-area sales significantly. Nominal
exports of goods in August rose sharply on the
month (+5%9%). However, the two-month aver-
age was just shy of the prior-quarter figure
(-¥4%) on account of the weak July figure,
which was probably due to the holidays. The
decrease was slightly larger in real terms (-34%)
due to the upward trend in export prices. Nom-
inal goods imports in August were up by a sub-
stantial 3% on their level in July. On an average
of the two-month period, imports consequently
rose by a seasonally adjusted 1%2% on the level
of the second quarter. However, import prices
continued to move upwards, which meant that
the increase in real terms was small (+729).
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Economic conditions in Germany*

Seasonally adjusted

Period

2015 Q4

2016 Q1
Q2
June

July
Aug

2015 Q4

2016 Q1
Q2
June

July
Aug

2015 Q4

2016 Q1
Q2

June

July
Aug

2016 Q1
Q2
Q3
July
Aug
Sep

2016 Q1
Q2
Q3
July
Aug
Sep

Orders received (volume); 2010 = 100

Industry
of which
Total Domestic
110.0 105.9
111.0 105.0
110.5 106.0
110.3 105.8
110.6 102.4
111.7 105.1

Output; 2010 = 100
Industry

of which

Inter-

mediate

Total goods

110.0 106.1
112.2 107.6
111.6 106.9
112.2 106.2
109.4 105.4
113.0 107.1

Foreign trade; € billion

Exports Imports
297.63 236.85
298.40 236.43
299.94 233.30

99.73 78.29
97.10 77.71
102.30 80.07

Labour market

Vacan-
cies?

Employ-
ment

Number in thousands

43,403 630
43,522 647
664
43,604 657
43,619 664
670

Prices; 2010 = 100

Producer
prices of
Import industrial
prices products
96.2 101.5
97.0 101.6
. 102.1
97.8 102.2
97.8 102.1
102.0

Foreign
113.4

115.8
114.2

114.0

117.2
117.0

Capital
goods
117.5

120.2
119.2

121.0

116.2
121.7

Balance
60.78

61.97
66.64

21.44

19.39
22.23

Con-

struction

prices2
112.5
113.1
113.7

Main con-
struction

121.5

129.1
129.0

129.0
123.1

Con-
struction

106.3

109.5
105.6

105.7

106.9
105.6

Memo
item
Current
account
balance

in € billion

63.68

75.73
72.18

22.95

22.02
24.34

un-
employ-
ment rate
in %

Con-
sumer
prices

106.6
107.3
107.6

107.5
107.5
107.7

* For explanatory notes, see Statistical Section, XI, and Statistical
Supplement, Seasonally adjusted business statistics. 1 Excluding
government-assisted forms of employment and seasonal jobs.
2 Not seasonally adjusted.
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Construction

Seasonally adjusted construction output in Au-
gust posted a significant 1%% decline on the
month, the figure for July having been revised
slightly down. With regard to the individual
construction sub-sectors, the decrease in the
finishing trades, in particular, was considerable
(-3%%), although it should be noted that this
area has often been subject to major revisions
in the past. Taking the average of July and Au-
gust, however, construction output increased
distinctly overall in comparison with the second
quarter (34%). This was due to the main con-
struction sector, where there was a particularly
marked rise in activity of 2%%. The expansion
in building construction was stronger than in
civil engineering. New orders in the main con-
struction sector in July — the last month for
which data are available — fell by a seasonally
adjusted 4%2% compared with the second
quarter. However, they had previously reached
a very high level so that the orders situation
can still be considered extremely positive. The
results of the Ifo Institute’s survey also suggest
that the construction sector is in very good
shape; according to the survey, business condi-
tions in the main construction sector were at
the highest level for many years in the third
quarter, and business expectations were also
deemed to be very positive.

Labour market

The fairly robust and steady rise in employment
seen in the year to date weakened somewhat
during the summer holidays. In August, the
seasonally adjusted number of persons in work
in Germany was up by 15,000 on the month,
compared with +40,000 on an average of 2016
so far. The year-on-year increase fell to 506,000
persons, or +1.2%. The still strong growth
posted in the last 12 months is due mainly to
the increase in jobs subject to social security
contributions. In July 2016, roughly 496,000,
or 1.6%, more people held such positions than
in the same month one year earlier. According

Construction
sector still very
favourable
despite weaker
output

Rise in employ-
ment somewhat
weaker recently



Unemployment
unchanged
despite refugee

effect

Significant
increase in
crude oil prices
recently

to the initial figures provided by the Federal
Employment Agency, however, the increase
turned slightly negative for the last two avail-
able months, June and July. That said, the avail-
able leading indicators do not suggest that a
long-term slowdown in employment growth is
to be expected. The Ifo employment barometer
climbed sharply in September from an elevated
position, and the labour market barometer of
the Institute for Employment Research (IAB)
and the Federal Employment Agency’s BA-X job
index remained at very high levels.

Seasonally adjusted unemployment in Septem-
ber remained virtually unchanged on the
month. There were 2.68 million persons regis-
tered as unemployed with the Federal Employ-
ment Agency. As in August, the unemployment
rate was 6.1%. Compared with the same month
one year earlier, there were 100,000 fewer per-
sons out of work and the unemployment rate
was 0.3 percentage point lower. An increasing
number of refugees have registered as un-
employed with the Federal Employment Agency
over the past few months. By contrast, un-
employment amongst the native population,
which is a better reflection of the underlying
cyclical trend, continues to point downwards.
According to the IAB labour market barometer,
official unemployment could come down a lit-
tle further over the next few months.

Prices

Following the sideways movement in Septem-
ber, crude oil prices are on a clear upward path
in October so far. The price of Brent crude oil
rose significantly above the USS50 per barrel
mark in the first half of October. As this report
went to press, the price of a barrel of Brent
crude oil stood at US$52. The premium on
crude oil futures was USS3 for deliveries six
months ahead and US$4% for deliveries 12
months ahead.

Import and producer prices changed little in
the period under review. At the producer level,

Deutsche Bundesbank

this applied only for non-energy goods while
energy prices went down slightly. The year-on-
year decline narrowed further overall. In the
case of imports, it was -2.6% in August and
taking the two-month average of August and
September -1.5% for domestic sales.

After remaining basically unchanged in season-
ally adjusted terms in the previous two months,
consumer prices rose by 0.2% in September. A
contributing factor was that, although crude
oil prices moved sideways, mineral oil products
became more expensive as enterprises in-
creased their margins. The somewhat stronger
rise in the cost of industrial goods was attribut-
able, in part, to higher tobacco prices. By con-
trast, prices for other goods, including clothing
and footwear, did not appreciate much. The
prices of services excluding rents went up
slightly and rents increased at a marginally
higher pace, as in the previous month. There
was little change in food prices. Annual infla-
tion, as measured by the national consumer
price index, rose from +0.4% to +0.7%, and
the Harmonised Index of Consumer Prices
increased from +0.3% to +0.5%. Going by
current financial market expectations of oil
price developments, inflation is likely to reach
just over 1% again at the end of 2016.

B Public finances'’

Local government finances

Local government core budgets and off-budget
entities ran a cash surplus of just over €3 billion
in the second quarter of 2016. This constitutes
a year-on-year decline of €12 billion. Revenue
rose considerably by 5% (€3 billion). Taxes only
saw a moderate increase of just under 2% (€2
billion), with local business taxes stagnating

1 In the short commentaries on public finances, the
emphasis is on recent outturns. The quarterly editions of
the Monthly Report (published in February, May, August
and November), by contrast, contain a detailed description
of public finance developments during the preceding quar-
ter. For detailed data on budgetary developments and pub-
lic debt, see the statistical section of this report.

Monthly Report
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.. but even
bigger rise in
expenditure

Local government fiscal deficit/surplus
€ billion

Quarterly outturn

+6 Core budgets
/] Off- budget entities
+4
2014
+2  |2015 i
201 6
) i
-2
-4
-6 +4

Cumulated from beginning

of year (core and +2
off-budget entities)
0
2015
)
2014
-4
2016 —6
Q1 Q2 Q3 Q4

Source: Federal Statistical Office.
Deutsche Bundesbank

after deducting revenue shares accruing to
other government tiers. In contrast, revenue
received from state government increased by a
substantial 12% (€272 billion), evidently not
least due to higher reimbursements related to
the reception and accommodation of refugees.

Overall expenditure soared by 8%2% (€4%2 bil-
lion). Social benefits saw a particularly large
increase of 15%2% (€2 billion). Whilst accom-
modation costs for unemployment benefitll
recipients stagnated in spite of a growing num-
ber of recognised refugees in need, expend-
iture on asylum seeker benefits more than
doubled (+ €1 billion). In addition, most of the
32% (€% billion) leap in funds for the assis-
tance of young people housed in welfare facil-
ities is likely to be attributable to the higher
number of unaccompanied minor refugees
entering Germany. The extent to which the
influx of refugees has also helped to swell the
steep growth in current operating expenditure
at 9% (€1 billion) cannot be precisely gauged.

In comparison, the rise in personnel expend-
iture remained moderate at just over 2%2%.
Payroll costs might have been expected to
expand more given the wage agreement in
spring, which raised remuneration rates by
2%2%, but the agreement has apparently not
yet been implemented in many municipalities.
In contrast, fixed asset formation surged by
15%2% (almost €1 billion). This was again not-
ably driven by very strong growth in Bavaria
and Baden-Wurttemberg, whose local govern-
ments, with an overall population share of
30%, accounted for almost half of this expend-
iture.2

The reclassified debt statistics® recorded mid-
year local government liabilities to the private
sector of €143 billion. This was €1 billion lower
than at the end of 2015. The total deficit of €3
billion recorded in the first half of the year was
fully funded on balance by withdrawals from
reserves.* The largest relative drops in indebt-
edness were reported for the municipalities in
Saxony and Baden-Wurttemberg, which posted
a half-year surplus.

B Securities markets

Bond market

In August 2016, gross issuance in the German
bond market stood at €86.1 billion, down on
the previous month’s figure of €110.2 billion.
After deducting redemptions, which were con-
siderably lower, and taking account of changes
in issuers’ holdings of their own debt securities,
the outstanding volume of domestic bonds

2 For a more in-depth analysis of local authorities’ finances
and the outlook for further financial trends, see the article
on pp 13-36.

3 According to the Federal Statistical Office press release of
28 September 2016, the reporting population in the quar-
terly statistics from 2016 onwards was aligned to that in
the annual statistics. A breakdown of figures into regular
loans and cash advances was not published.

4 Based on the assumption that municipal debts owed to
other public sector entities not published to date (€11%2
billion at end-2015) have changed only moderately and
that reclassifications had little net effect.

Debt somewhat
down in H1

Significant net
issuance in
German bond
market



Increase in the
public sector’s
capital market
debt

Net issuance
by credit
institutions

Fall in enter-
prises’ capital
market debt

Purchases of
debt securities

rose by €18.0 billion, compared with a drop of
€26.6 billion in July. The outstanding volume of
foreign debt securities in the German bond
market increased by €1.6 billion over the same
period. Thus, debt instruments totalling €19.6
billion net were sold in the German market.

In the reporting month, the public sector raised
€12.0 billion net in the capital market. Ultim-
ately, this could be attributed entirely to activ-
ities of central government (€14.1 billion),
which for the most part issued two-year Fed-
eral Treasury notes (Schatze) worth €4.3 billion,
five-year Federal notes (Bobls) amounting to
€3.4 billion and ten-year Federal bonds (Bunds)
totalling €2.5 billion on balance. By contrast,
state governments redeemed bonds worth
€2.1 billion net.

German credit institutions increased their cap-
ital market debt by €7.0 billion net in August.
Most notably, debt securities issued by special-
ised credit institutions (€4.8 billion) and mort-
gage Pfandbriefe (€3.4 billion) were placed on
the market, while the outstanding volume of
other bank debt securities which can be struc-
tured flexibly declined by €1.5 billion.

Domestic enterprises redeemed own bonds
with a net value of €0.9 billion in the reporting
month, compared with net issuance of €1.1 bil-
lion in July.

In August, the Deutsche Bundesbank was the
predominant buyer in the German bond mar-
ket on balance, purchasing debt securities for
€13.0 billion net under the Eurosystem'’s asset
purchase programmes. Domestic non-banks
and foreign investors acquired bonds worth
€9.4 billion and €7.5 billion net respectively,
whereas German credit institutions sold bonds
in the amount of €10.2 billion on balance.

Equity market

In the month under review, domestic enter-
prises issued €1.1 billion net worth of new

Deutsche Bundesbank

Sales and purchases
of debt securities

€ billion
2015 2016
Item August July August
Sales
Domestic debt
securities? 14.8 -26.6 18.0
of which
Bank debt securities 1.6 -16.3 7.0
Public debt securities 1.3 -11.4 12.0
Foreign debt securities2 33 - 4.1 1.6
Purchases
Residents 15.4 - 16 12.2
Credit institutions3 -0.8 -10.0 -10.2
Deutsche
Bundesbank 9.9 18.1 13.0
Other sectors4 6.3 - 97 9.4
of which
Domestic debt
securities 4.4 - 145 4.0
Non-residents2 2.7 -29.2 7.5
Total sales/purchases 18.1 -30.7 19.6

1 Net sales at market values plus/minus changes in issuers’ hold-
ings of their own debt securities. 2 Transaction values. 3 Book
values, statistically adjusted. 4 Residual.

Deutsche Bundesbank

shares in the German equity market, most of
which emanated from non-listed companies.
At the same time, the outstanding volume of
foreign shares in the German market rose by
€3.8 billion. On balance, equities were largely
acquired by domestic credit institutions (€2.3
billion). Foreign investors and domestic non-
banks purchased shares amounting to €1.4 bil-
lion and €1.1 billion net respectively.

Mutual funds

Domestic mutual funds recorded a net inflow
of €5.2 billion in August (compared with €7.9
billion in July). This benefited specialised funds
reserved for institutional investors in particular
(€4.1 billion). Among the asset classes, bond
funds were able to place the highest volume of
shares on the market (€3.4 billion). By contrast,
mixed securities funds redeemed their own
units to the tune of €1.0 billion net. During the
month under review, foreign mutual funds

Monthly Report
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Major items of the balance of payments

€ billion
2015 2016
Item Aug July AugP
| Current account +14.4 +20.2 +179
1 Goods! +16.9 +21.2 4222
Exports (fob) 87.3 95.5 96.5
Imports (fob) 70.5 74.3 74.3
Memo item
Foreign trade2 +152  +195 +20.0
Exports (fob) 87.9 96.4 96.5
Imports (cif) 72.7 76.9 76.5
2 Services3 - 54 -39 - 56
Receipts 18.6 20.0 20.1
Expenditure 24.0 23.8 25.6
3 Primary income + 5.7 + 63 + 538
Receipts 15.1 16.5 14.9
Expenditure 9.4 10.1 9.1
4 Secondary income - 27 - 34 - 45
Il Capital account 00 - 01 - 01
Il Financial account
(increase: +) +19.5 +19.1  +13.7
1 Direct investment = 1.3 +109 - 20
Domestic investment
abroad - 02 + 66 - 0.8
Foreign investment
in the reporting country + 1.1 - 43 + 12
2 Portfolio investment + 1.9 +296 + 02
Domestic investment
in foreign securities + 5.3 - 08 + 85
Shares4 + 06 + 1.8 + 35
Investment fund
shares> + 13 + 15 + 34
Long-term debt
securitiesé + 46 - 10 + 09
Short-term debt
securities? - 12 - 31 + 07
Foreign investment
in domestic securities + 34  -304 +
Shares 4 - 03 + 02 + 14
Investment fund shares  + 1.0 = 15 | =
Long-term debt
securitiesé + 04 —-154 + 54
Short-term debt
securities? + 23  -138 + 2.1
3 Financial derivatives8 - 10 + 31 + 19
4 Other investment9 +20.0 -249 +135
Monetary financial
institutions10 + 34 -164 - 25
of which
Short-term + 3.3 -147 - 59
Enterprises and
households11 - 25  +121 + 46
General government = 19 + 29 + 29
Bundesbank +21.1 -235 + 85
5 Reserve assets12 - 02 + 03 + 0.1
IV Errors and omissions13 + 5.0 - 10 - 40

1 Excluding freight and insurance costs of foreign trade. 2 Spe-
cial trade according to the official foreign trade statistics (source:
Federal Statistical Office). 3 Including freight and insurance costs
of foreign trade. 4 Including participation certificates. 5 Includ-
ing reinvestment of earnings. 6 Long-term: original maturity of
more than one year or unlimited. 7 Short-term: original maturity
of up to one year. 8 Balance of transactions arising from options
and financial futures contracts as well as employee stock op-
tions. 9 Includes in particular loans and trade credits as well as
currency and deposits. 10 Excluding the Bundesbank. 11 In-
cludes the following sectors: financial corporations (excluding
monetary financial institutions) as well as non-financial corpor-
ations, households and non-profit institutions serving house-
holds. 12 Excluding allocation of special drawing rights and ex-
cluding changes due to value adjustments. 13 Statistical errors
and omissions, resulting from the difference between the bal-
ance on the financial account and the balances on the current
account and the capital account.

Deutsche Bundesbank

operating in the German market parted with
shares totalling €3.4 billion on balance. Ger-
man non-banks were the sole net buyers of in-
vestment fund units (€10.0 billion). Domestic
credit institutions and non-resident investors,
on the other hand, disposed of mutual fund
shares worth €0.9 billion and €0.6 billion re-
spectively in net terms.

B Balance of payments

Germany'’s current account recorded a surplus
of €17.9 billion in August 2016, putting it €2.3
billion below the previous month'’s level. This
result was attributable to an increased deficit
on invisible current transactions, which com-
prise services as well as primary and secondary
income. While the goods account surplus rose,
this was insufficient to have an offsetting
effect.

In August, the surplus on the goods account
was up on the month by €1.0 billion to €22.2
billion. This was chiefly caused by an increase
in exports of goods, primarily as a result of
higher net receipts on merchanting, but also
on account of higher income arising from gen-
eral trade in goods. Meanwhile, imports of
goods remained virtually unchanged.

The deficit in the invisible current transactions
account stood at €4.3 billion in August, the
€3.4 billion increase on the month arising from
poorer results in all three sub-accounts. The
deficit on the services sub-account expanded
by €1.7 billion to €5.6 billion, thanks in large
part to the seasonally induced increase in ex-
penditure on travel. Meanwhile, the deficit on
secondary income increased by €1.1 billion to
€4.5 billion. In addition, net receipts in the pri-
mary income item contracted by €0.6 billion to
€5.8 billion, not least because of a fall in earn-
ings from direct investment which was mainly
generated by leaner earnings from equity cap-
ital. The impact of this decline was, however,
softened somewhat by the fact that payments
to non-residents of dividends and earnings aris-

Decrease in
current account
surplus

Increase in
goods account
surplus

Invisible current
transactions
record wider
deficit



Portfolio invest-
ment balanced

Direct invest-
ment sees
capital imports

ing from investment fund shares fell more
sharply than the corresponding level of income
from capital investment abroad.

There was an easing of financial market ten-
sions in August, with market sentiment being
driven by a sense of expectation that the
adverse effects of the United Kingdom poten-
tially leaving the European Union might be less
harsh than originally feared, particularly in view
of the Bank of England’s adoption of accom-
modative monetary policy measures. German
cross-border portfolio investment recorded a
more or less balanced overall result (+€0.2 bil-
lion), having seen net capital exports in July
(€29.6 billion). Resident investors acquired for-
eign securities to the tune of €8.5 billion,
mostly in the form of foreign equity (€3.5 bil-
lion) and investment fund shares (€3.4 billion),
also purchasing debt securities (€1.6 billion),
with a particular emphasis on foreign currency
bonds. On the other hand, non-resident invest-
ors resumed net purchases of German paper
(€8.3 billion), having parted with large quan-
tities of these instruments (€30.4 billion) only
one month previously owing to comprehensive
redemptions and purchases by the Bundesbank
under the expanded asset purchase programme
(APP). With their interest mainly geared to debt
securities (€7.5 billion), they invested not just in
paper issued by the private sector but also in
public-sector bonds, of which there was a
plentiful issuance-driven supply in August.
Moreover, foreign investors bolstered their
holdings of German shares (€1.4 billion).

Direct investment led to net capital imports
(€2.0 billion) in August, after generating out-
flows in July (€10.9 billion). German companies
scaled back their net foreign investment by
€0.8 billion, having further expanded their
activity in this area just one month earlier (€6.6

Deutsche Bundesbank

billion). This was achieved by shifting financial
resources, first and foremost through intra-
group loans (€7.6 billion), and most notably by
means of trade credits. Conversely, they
boosted their equity capital abroad even more
assertively than in July (€6.9 billion, up from
€4.9 billion). On the other hand, foreign enter-
prises resumed investing in Germany (€1.2 bil-
lion) after having withdrawn funds in July (€4.3
billion), with capital inflows arising in the main
from the accumulation of equity capital (€1.9
billion).

Other statistically recorded investment, com-
prising financial and trade credits (where these
do not constitute direct investment) as well as
bank deposits and other assets, yielded net
capital exports of €13.5 billion in August. In
this context, transactions by non-banks gener-
ated capital outflows in the order of €7.5 bil-
lion. Of this figure, €4.6 billion was accounted
for by enterprises and households mainly en-
gaged in redeeming past financial loans taken
out abroad, with a further €2.9 billion stem-
ming from general government, which mainly
augmented its holdings of foreign overnight
deposits. The banking system likewise saw cap-
ital exports (€6.0 billion net), largely on the
back of how Bundesbank items developed
(€8.5 billion), including a €17.2 billion increase
in claims within its large-value payment system
TARGET2. This contrasted with inflows from
abroad brought about by an upturn in foreign
deposits at the Bundesbank (€8.7 billion). Mon-
etary financial institutions excluding the Bun-
desbank recorded capital imports of €2.5 bil-
lion.

The Bundesbank’s reserve assets — at transac-
tion values — remained virtually unchanged in
August (+€0.1 billion).

Monthly Report
October 2016
11

Outflows in
other investment

Reserve assets



Deutsche Bundesbank
Monthly Report
October 2016

12



Deutsche Bundesbank

Local government finances:
Development and selected aspects

Since reunification, Germany’s local government finances have experienced considerable fluctu-
ations. Up to the mid-2000s and in the course of the financial and economic crisis they were,
overall, almost always in deficit, while perceptible surpluses were recorded in the pre-crisis boom
years and have also returned lately. Debt levels have remained very limited in comparison with
those of central and state government. Local government finances will probably deteriorate
somewhat this year. However, the coming years are likely to see a distinct improvement, partly as
a result of considerable financial support from central government. Even so, the financial situ-
ation of individual local governments varies widely, and is considerably strained in many cases.
Yet the very low interest rates are currently substantially easing the financial burdens associated
with debt, which is very large in some municipalities.

Central government financial support for local governments has significantly increased in recent
years and is set to rise again, not least in order to boost local government investment activity. I,
as some suggest, central government were to cover a larger portion of social costs, such as
accommodation costs for recipients of unemployment benefitll (means-tested benefit), it would
be essential to ensure that local incentives for using funds efficiently and maintaining the area’s
attractiveness as a business location remain intact. It is important to view the pronounced decline
in local government investment expenditure up to the mid-2000s in context. This fall is partly due,
for example, to some entities being outsourced from local government budgets. Nonetheless,
infrastructure improvements are undoubtedly overdue in some areas, and a shift of emphasis
towards investment expenditure therefore appears desirable. Calls for a swift and dramatic
increase in investment spending do not seem justified, however. In particular, appropriate needs
testing, and capacity for planning and implementation will be crucial. Central government sup-
port could help to achieve this. Nonetheless, if a local government is in severe financial difficul-
ties, once full use has been made of scope for adjustment locally it is the state governments
which should step in, as responsibility for supporting local governments with structural weak-
nesses lies with them.

Overall, the state governments strongly influence the financial situation of their municipalities
— most notably via the local government financial equalisation scheme, cost reimbursements or
restructuring programmes — and perform budgetary oversight which includes extensive powers of
intervention. Consistent oversight will be important in order to avoid local governments running
into serious financial difficulties in the future and prevent delays in resolving them. Another option
worth considering would be to stipulate that local governments may only obtain multi-year cash
advances from their home state government and that, as a rule, these advances should count
towards that state’s borrowing allowance under the debt brake so that all levels of government
are aware of any problems at an early stage.
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Important

role of local
governments in
Germany's
federal system

I Overview of local
government finances

In Germany's federal system, local govern-
ments' perform key functions and, at present,
account for one-quarter of total general gov-
ernment expenditure (excluding social security).
In particular, they are responsible for many
social benefits, day care for children, parts of
the school education system and public admin-
istration, local transport and recreational infra-
structure, as well as public utilities and waste
disposal. Germany's Basic Law (Grundgesetz)
tasks local governments with conducting their
affairs on their own responsibility within the
framework of the law. In addition to transfers
from state government, they obtain their fund-
ing from service charges, shares in joint taxes
and from taxes with multipliers that vary across
local governments, with the latter accounting
for one-fifth of their revenue according to
recent figures. Through their allocations under
local government financial equalisation arrange-

Local government deficit, net capital
formation and tax revenue’

As a percentage of GDP

Net capital formation

Deficit"
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Sources: Federal Statistical Office and Bundesbank calculations.
* National accounts data. 1 Surplus denoted with negative
sign.
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ments and supplementary rules on (sometimes
lump-sum) cost reimbursements, state govern-
ments have a key impact on local government
finances. Local governments are generally sub-
ject to strict (state-specific) budgetary rules,
and their compliance must be monitored by
the state government in question. Overall, local
government accounts for only a small portion
of general government debt. However, there
are major differences between individual local
governments, some of which have very high
debt levels and persistent structural budget
imbalances.

Particularly since the turn of the millennium,
there have been significant fluctuations in local
government finances,? largely as a result of tax
developments® (see the adjacent chart). Up to
the mid-2000s, local government was almost
always in deficit. The economic upturn helped
local government to achieve marked surpluses
in 2007 and 2008 for the first time, but this
was followed by higher deficits in the wake of
the financial and economic crisis. Since 2011,
their finances have largely improved again, and

1 In this article, the term generally includes local govern-
ment associations.

2 The last in-depth Monthly Report article on local govern-
ment finances (Deutsche Bundesbank, Trends in local gov-
ernment finances since 2000, Monthly Report, July 2007,
pp 25-44) referred to the period from 2000 to 2006. Un-
like the 2007 article, this one analyses local government
budgets including off-budget entities, as defined in the
national accounts. The local government tier of city-states
falls under the category of state government and is there-
fore disregarded here. The national accounts demarcate
the government sector more consistently over time than
the government finance statistics, which have only in-
cluded local government off-budget entities since 2011
and in numbers which vary from year to year. The full im-
pact of the sometimes extensive outsourcing of entities
from local government core budgets up to 2010 is thus
reflected by the development of individual expenditure
components in the government finance statistics, whereas
the national accounts data are only affected in cases of
outsourcing to (possibly public) enterprises not categorised
as belonging to the government sector. However, the
changeover to double-entry accounting in most local gov-
ernments, which took effect on different cut-off dates, may
also have an influence on the national accounts figures.

3 Local government taxes encompass, most notably, local
business tax, shares in income tax, and real estate tax. Gen-
eral purpose grants from state government, which are tied
to state government revenue developments, further amp-
lify the tax-induced fluctuations.

Larger
fluctuations in
finances since
the turn of the
millennium
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Revenue and expenditure in local government budgets from 2005 to 2015

Item 2005
€ bn
Revenue 165.16
of which
Sales 31.25
Taxes 61.99
Transfers (from government) 56.60
Expenditure 167.71
of which
Intermediate consumption 35.27
Personnel expenditure! 46.86
Interest 4.55
Subsidies 5.68
Social benefits2 39.41
Transfers (to government) 7.16
Gross capital formation 16.98
Budget balance -2.55
% of GDP
Revenue 7.18
of which
Sales 1.36
Taxes 2.69
Transfers (from government) 2.46
Expenditure 7.29
of which
Intermediate consumption 1.53
Personnel expenditure! 2.04
Interest 0.20
Subsidies 0.25
Social benefits2 1.71
Transfers (to government) 0.31
Gross capital formation 0.74
Budget balance -0.11

2010 2012 2013 2014 2015 Change

% pa
19477 21063 219.18 22630  240.27 3.82
37.86 38.21 37.70 39.01 39.54 2.38
71.24 82.19 84.67 87.12 92.89 4.13
68.20 72.42 78.64 82.80 89.88 4.73
202.90 20839 21895 22884 235.55 3.46
48.48 48.22 50.45 50.32 52.37 4.03
53.75 56.81 5891 61.46 62.96 3.00
4.96 4.52 4.15 3.72 3.59 -2.36
5.57 5.79 6.30 6.35 6.58 1.47
45.67 48.09 50.44 53.76 58.01 3.94
8.66 8.97 9.22 9.71 10.09 3.49
22.60 19.79 21.32 22.39 22.51 2.86
-8.13 2.23 0.23 -2.54 4.72
Percentage
points
7.55 7.64 7.76 7.74 7.92 0.74
1.47 1.39 1.33 1.33 1.30 -0.05
2.76 2.98 3.00 2.98 3.06 0.37
2.64 2.63 2.78 2.83 2.96 0.50
7.86 7.56 7.75 7.83 7.77 0.48
1.88 1.75 1.78 1.72 1.73 0.19
2.08 2.06 2.08 2.10 2.08 0.04
0.19 0.16 0.15 0.13 0.12 -0.08
0.22 0.21 0.22 0.22 0.22 -0.03
1.77 1.74 1.78 1.84 1.91 0.20
0.34 0.33 0.33 0.33 0.33 0.02
0.88 0.72 0.75 0.77 0.74 0.00

-0.32 0.08 0.01 —-0.09 0.16

Source: Federal Statistical Office, national accounts, as at August 2016. 1 Compensation of employees, civil servant pensions and health-
care payments. 2 Monetary social benefits (excluding civil servant pensions and healthcare payments) and social transfers in kind.
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last year a surplus of €4%: billion (0.2% of gross
domestic product (GDP)) was recorded.*

Although local government budgets were
close-to-balance on average over the last dec-
ade, net capital formation was negative
throughout. Last year’s significant surplus was
not sufficient to compensate for this net depre-
ciation of fixed assets (as understood in the
“golden rule”).> In addition, many local govern-
ments face considerable legacy burdens con-
nected with future pension entitlements which
are not visible either in the national accounts
budget balances or the aggregated debt fig-

4 The temporarily stronger deterioration in 2014 is linked
to one-off burdens. These were caused by court rulings
leading to tax refund claims which, in the national
accounts, had to be recorded on the expenditure side
when the rulings were issued. By contrast, the government
finance statistics, on which the short commentary on
pp 7-8 is based, only record the subsequent repayments as
reflected in the cash position.

5 A “golden rule” does not require a balanced budget
without net borrowing but limits the permissible deficit to
the amount by which investment adjusted for asset sales
exceeds depreciation not captured in the balance (depreci-
ation during the relevant period of assets built up through
past investment). In the event of negative net capital for-
mation — as seen in the local government budgets since
2003 - this rule therefore requires a surplus. Financial
transactions not included in the national accounts balance
are irrelevant here, since they do not change the net asset
position.
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Intermediate
consumption
and social bene-
fits important
drivers of rela-
tively strong
expenditure
growth

Local government debt”

As a percentage of GDP
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Sources: Federal Statistical Office and Bundesbank calculations.
* From 2010 figures include off-budget entities. 1 Debt owed
to other government sectors and specific public entities, ex-
cluding cash advances.
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ures.® All'in all, local government was not in an
especially comfortable financial position last
year either, despite posting a surplus.

In the past ten years, the increase in local gov-
ernment spending, at an average annual rate
of 3%2%, was distinctly stronger than nominal
economic growth (2%4%). This development
was largely driven by social benefits (excluding
civil servant pensions and healthcare payments)
and intermediate consumption’ (annual aver-
age of +4% in both cases). Recording a not in-
considerable average increase of 3%, person-
nel expenditure (including civil servant pensions
and healthcare payments) also rose somewhat
faster than GDP, while gross capital formation
grew in parallel with GDP on average. Along-
side a higher number of beneficiaries, and ad-
justments to social benefits which, combined,
drove up expenditure (above all, affecting inte-
gration assistance for disabled persons, assis-
tance for young people and the basic allow-
ance for the elderly), the significant expansion

of day care for children played a particularly
important role in this. The expansion of day
care was the main reason why staff numbers at
local government level, which had been falling
for many years, started to increase again mod-
erately from 2008. At the same time, higher
wage increases than at the start of the millen-
nium also had an impact on personnel expend-
iture. By contrast, interest expenses decreased
substantially overall (-22% per year), as the re-
lief brought about by falling interest rates out-
weighed the cost of rising debt levels. The
share of interest expenses in total expenditure
has thus almost halved since 2005, to 1%2% at
last report.

At an average annual rate of almost 4%, rev-
enue has grown somewhat faster than expend-
iture since 2005. Growth in transfers received
from the government sector (4%2%) and tax
revenue (just over 4% per year) was above
average, with the latter accounting for almost
two-fifths of total revenue according to the lat-
est figures. If the rise in tax revenue is adjusted
for the arithmetical effects of the overall in-
crease in the multipliers for real estate and local
business tax (additional revenue of €2 billion
in 2015 compared with 2005), the average an-
nual growth would have been just under
2 percentage point lower.

Local government debt stood at just over €155
billion at last report. In relation to GDP, it has
thus remained broadly stable at a relatively low
level (around 5%, since Germany'’s reunification

6 In the local governments using double-entry bookkeep-
ing, the balance sheet must capture increases in pension
provisions. Notably, the persistently low interest rates are
currently placing a strain on the balance as a result. In local
governments using single-entry accounting systems, the
only negative impact in this context, if any, is from higher
payments to precautionary special funds. Provided that,
like pension reserves, these special funds are also included
in the government sector, these transfers do not affect the
national accounts balance. Acquisitions or revaluations of
pension entitlements are not recorded in the core system
of the national accounts. However, the subsequent pen-
sion payments do affect the fiscal balance. There are no
nationwide statistics on the development of pension provi-
sions in local government budgets.

7 This primarily includes (non-investment) tangible goods
purchases, including the procurement of services.

Somewhat
stronger rise in
revenue from
transfers and
taxes, with
some multipliers
raised



Debt ratio stable
at a relatively
low level, but
strong increase
in cash
advances in
many local
governments

Trend increase in
social benefits
has recently
further intensi-
fied with influx
of refugees

Cost reimburse-
ment by state
and central
government
partly offsets
burden

(see the chart on page 16) — unlike in the case
of central and state government. However,
developments varied substantially across local
governments, both within federal states and
among them.® Until well into the 1990s local
governments still almost exclusively took up
investment loans, mostly agreeing fairly long
maturities, whereas the share of cash advances,
which should be interpreted as an indicator of
budgetary imbalances, has now risen to almost
one-third of their total debt (see the box on
page 18). By contrast, regular investment loans
declined in relation to GDP. While in 1991
hardly any cash advances were recorded, their
outstanding volume has since risen steadily,
reaching €24 billion at the end of 2005 and
€48, billion at the end of 2012. Since then, it
has increased comparatively little, standing at
almost €51 billion at last report.® These cash
advances are heavily concentrated in the local
governments of just a few federal states (see
the Annex to this article, pages 30 to 36).

The social benefits burden
on local government budgets

In the past, developments in local government
finances were influenced, not least, by a signifi-
cant rise in spending on social benefits. Follow-
ing a sharp surge in the first few years follow-
ing German reunification, there were further
marked increases in the run-up to and the year
of the HartzIV reform (2005), and also follow-
ing the recent influx of refugees. By contrast,
the rise was dampened, in particular, by trans-
fers of responsibility for providing certain bene-
fits when the public long-term care insurance
scheme was launched in the mid-1990s. In
2015, social benefits reached €58 billion (or 2%
of GDP). They thus accounted for one-quarter
of total local government expenditure.

However, the volume of social spending does
not reflect the actual net burden on local gov-
ernment budgets, not least because the state
governments forwarded central government
funds — which have seen a significant overall

Deutsche Bundesbank

rise in recent years — to cover the cost of ac-
commodation for recipients of unemployment
benefit1l'® and the basic allowance for the eld-
erly (see the box on pages 20 to 22). Moreover,
the state governments also cover some costs
under the local government financial equalisa-
tion scheme or special reimbursement rules. In
some instances, it seems that certain costs may
even be overcompensated in cases where they
are used as an auxiliary indicator to estimate
other social spending.™ It is still likely that so-
cial benefits result in a significant net burden
for local government, however.'?

In some cases, social spending in individual
local governments differs very widely, with
large discrepancies already apparent between
the aggregate results for the individual federal
states (see the Annex to this article).’™ This is
mainly due to structural differences in their

8 According to the government finance statistics.

9 However, the stabilisation seen in recent years is partly
due to state government’s redemption of €3 billion in cash
advances under the debt relief programmes in Hesse and
Lower Saxony and to special authorisations to convert cash
advances into other forms of credit.

10 The 2005 reform aimed to provide relief to local gov-
ernment budgets amounting to €2% billion per year. To
achieve this, it was agreed that central government would
assume part of the accommodation costs incurred by local
government. For a more detailed evaluation of the reform,
see Deutsche Bundesbank, An estimate of the fiscal costs
of the HartzIV reform, Monthly Report, September 2006,
pp 72-73.

11 For information on the overweighting of the number of
income-support households under the local government
financial equalisation scheme of North Rhine-Westphalia
(while acknowledging the fundamental suitability of this in-
dicator as a starting point for targeted relief measures) see,
for example, | Deubel (2014), Soziallastenbertcksichtigung
im Finanzausgleich und Lésung des Altschuldenproblems,
in G Henneke (ed), Gesicherte Kommunalfinanzen trotz
Verschuldungs- und Finanzkrise, p 125f.

12 In reality, it should not be assumed that state govern-
ment provides precisely the right amount of funds to reim-
burse social spending. Instead, there is probably often a
predefined sum of funds earmarked for financial equalisa-
tion, which is then simply distributed differently. Conse-
quently, the real cost reimbursement would only be the
amount by which the allocation of funds for the local gov-
ernments in question differs from the result without taking
account of social spending. Where reimbursements are
made separately in the form of case-based lump-sum pay-
ments, their overall volume really is flexible.

13 See also F Arnold, F Boettcher, R Freier, R GeifSler and
B Holler (2015), Kommunaler Finanzreport 2015, Bertels-
mann Stiftung, pp 67-84 for analysis regarding accommo-
dation costs, as well as R GeiSler and F-S Niemann (2015),
Kommunale Sozialausgaben — Wie der Bund sinnvoll helfen
kann, Bertelsmann Stiftung, pp 66-81.
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Local government fiscal rules and the problem

of cash advances

State government fiscal rules generally per-
mit local government borrowing to cover
expenditure only in the case of investment
and usually only in cases where the local
government can demonstrate that it has
sufficient financial capacity. A local govern-
ment is deemed to have satisfied this latter
requirement if its fiscal situation offers evi-
dence that the additional future expense
associated with borrowing-based invest-
ment can be borne without breaching the
fiscal rules.

These rules expect local governments that
use single-entry (cameralistic) accounting
systems to prove that both the additional
interest payments and the funds required to
honour redemptions due can be generated
from the current budget — ie without any
need to dispose of assets or tap the follow-
up financing arrangements that are cus-
tomary at the central and state government
levels. As for local governments using
double-entry bookkeeping systems, they
are obliged to demonstrate in their profit
and loss accounts that their current revenue
is sufficient to cover both the depreciation
and the additional interest charges. Assum-
ing the maturity schedule of the borrowing
arrangement matches the depreciation pro-
file, the requirements will be broadly identi-
cal. Diminishing interest rates, then, permit
greater borrowing-based investment in
both accounting systems.’

Assuming the fiscal rules are applied con-
sistently, local governments that cannot fur-
nish proof of sufficient financial capacity are
unable to access normal budgetary loans.
This means that if they are unwilling to con-
solidate the current budget, they will need
to curtail their investment (at least outside
fee-financed areas).

In many cases observed in recent years
where local governments failed to generate
sufficient current revenue to cover their
current expenditure (including redemptions
due), thereby breaching the fiscal rules,
state-level supervisory authorities have
turned a blind eye to the cash advances?
those local governments took out, which
were no longer used for their intended pur-
pose, which is solely to bridge short-lived
intrayear liquidity bottlenecks. The amount
of cash advances not replaced by normal
revenue in the end-of-year budget outturn
equates to the remaining funding needs
that ought, by rights, to be fully covered in
the next draft budget.

Reported levels of cash advances have
actually been rising almost continually for
many years. Evidently, then, many local
governments regularly underfund their cur-
rent budgets and neither local government
policymakers nor state-level supervisory
authorities have been as rigorous as they
should in tackling this issue. Instead, local
governments in several Federal states are
permitted — in view of the difficult situ-
ation® — to take out cash advances with
long maturities or fixed rates of interest for
periods of up to ten years.

1 Note, however, that there are differences between
the two systems that tend to make it more difficult for
local governments with double-entry accounting
systems to show that they have sufficient financial
capacity when interest rates are declining. That system
has to account for provisions for pension obligations,
for example. As much as low interest rates push up the
present value of benefit obligations, so will higher add-
itions to provisions need to be recorded in their profit
and loss accounts, which might come at a tangible
expense.

2 In double-entry accounting systems, these are typic-
ally called liquidity credits.

3 In a negative net investment situation, the budget
balance alone does not allow any conclusions to be
drawn about the state of the current budget, which is
the main item of interest here.
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economic situation and development. For in-
stance, economically weaker areas have a
higher proportion of unemployment benefitl
recipients and thus ultimately larger accommo-
dation costs. By contrast, the distribution of
those who meet the criteria for integration as-
sistance for disabled persons or assistance for
young people should depend less on the re-
gional economic situation. Differences in this
area tend to stem from how benefits are
granted in practice in each municipality.™

The current central government relief measures
and those that are additionally planned for the
future, particularly for accommodation costs,
sometimes entail a targeted reduction of local
differences in the social benefits burden. Some
are calling for even more cost reimbursement
by central government for social benefits which
are regulated in the same way nationwide in
order to give the local governments most bur-
dened by them greater room for manoeuvre.
However, in view of the influence that local
governments have on the basic conditions for
the local economy (and thus, up to a point, on
the number of persons receiving basic social
welfare allowances) and, in particular, given
their leeway in granting benefits, greater cost
reimbursement from central government would
need to go hand in hand with a heightened
awareness of incentives to ensure an efficient
use of funds and to maintain attractive busi-
ness locations. It would therefore seem advis-
able for municipalities to continue to cover at
least a portion of these costs themselves.

These criteria could probably be satisfied, in
particular, by central government covering a
larger portion of the accommodation costs for
recipients of unemployment benefitll. This
would be of most benefit to the local govern-
ments with higher accommodation costs,
whose budgets tend to be under greater strain.
However, given the recently implemented and
forthcoming funding increases, central govern-
ment’s share will already have reached a size
beyond which it would be necessary to switch
to (centralised) administrative execution by the

Deutsche Bundesbank

federal states on federal commission.' To pro-
vide leeway for reimbursements without such a
change of system, funds could be increased
and the group of recipients expanded for
special-need supplementary central govern-
ment grants under section 111lla of the Finan-
cial Equalisation Act (Finanzausgleichsgesetz).
This legislation cites high burdens caused by
long-term unemployment as justification for
annual payments of just under €1 billion to
date to the east German federal states. Pro-
vided that targeted support for individual, par-
ticularly hard-hit local governments is the prior-
ity — as opposed to addressing differences in
the cost burden among the federal states — it is
primarily the individual state governments that
should step in, however. It would therefore
make little sense to replace the special-need
supplementary central government grants for
infrastructure reconstruction in eastern Ger-
many, which will be discontinued in 2019, with
new inter-state redistribution of funds by cen-
tral government.

In terms of spending on social benefits which
hinge less on regional differences in economic
strength or which entail more discretionary
scope for state and local government, greater
central government involvement to limit the
burden on individual local governments would

14 See | Deubel (2014), op cit, p 125.

15 This arrangement is a “middle road” between adminis-
trative execution by central government and execution of
federal laws by the federal states as their responsibility.
Here, central government has far-reaching powers to issue
instructions, and execution is subject to monitoring of
compliance with legal requirements and suitability. Laws on
the granting of payments in cash which stipulate that cen-
tral government shall finance one-half or more of the ex-
penditure must be executed by the state governments on
federal commission pursuant to Article 104alll of the Ger-
man Basic Law. With regard to this arrangement, under the
current administrative framework J Wixforth (Bundesbetei-
ligung an den Kosten der Unterkunft als Sammelbecken
der Kommunalentlastung?, Wirtschaftsdienst 96(7), 2016,
pp 501-509) found there to be remaining potential for
financial relief amounting to €2%: billion from 2018 on-
wards when factoring in the education and integration
package. Under the latest draft legislation aiming to further
ease the burden on state and local government, this lee-
way would be almost exhausted, however. R GeifSler and
F-S Niemann (op cit, p 82 ff), by contrast, advocate a much
higher contribution of up to 65%, on condition that new
executive administration managed by central government
be established.
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Specific social benefits included in local government budgets

According to the government finance statis-
tics, social benefits accounted for €54 billion,
or one-quarter of total local government
spending last year.! Accommodation costs for
recipients of unemployment benefitll (means-
tested benefit) came to just over €12 billion
(in the non-city states), or a little more than
one-fifth of social benefits. In 2005, as part of
the HartzIV reform, the local government-
financed assistance for living expenses (social
assistance) for persons who are able to work
was combined with central government’s un-
employment assistance (granted subsequent
to the temporary benefits paid by unemploy-
ment insurance) to form the basic allowance
for job seekers. Since then, local government
has assumed the costs of providing accom-
modation for this group of recipients, while
central government has covered the standard
benefits, integration assistance and adminis-
tration costs. Compared with the other social
benefits provided by local government, ac-
commodation costs have since grown at a
relatively moderate annual rate of no more
than roughly 1%2%.2

Around half of the social payments made by
local government were attributable to the
social assistance benefits remaining after the
reform, which are governed by the Twelfth
Book of the Social Security Code (Sozial-
gesetzbuch, or SGBXII). In particular, these
encompass integration assistance for people
with disabilities.3 They also include, inter alia,
the basic allowance for the elderly and for
persons with reduced earning capacity that
was introduced in 2003 as well as assistance
for living expenses (less substantial in quanti-
tative terms since the HartzIV reform) and for
long-term care.# Since 2005, there has been a
sharp increase in the basic allowance for the
elderly, in particular. As with unemployment
benefitll, regular rate adjustments to this
allowance have, since 2011, tracked past de-
velopments in price and wage levels. A more
extensive recalculation is performed at longer
intervals based on data from the sample sur-
vey of income and expenditure. Legislative

changes in other areas also had an impact on
social spending by local government. For
example, after the introduction of the public
long-term care insurance scheme in the
mid-1990s, the number of recipients of assis-
tance for long-term care was halved. Follow-
ing the introduction of regular benefit adjust-
ments in the long-term care insurance scheme
from 2008, it is fair to assume that the associ-
ated strain on local government budgets is
likely to remain in check over the next few
years as well.

1 The deviation from the amount given in the main
article as defined in the national accounts is mainly the
result of the transfer component of child benefit being
reported as an expense in the national accounts. As
expenses for numerous individual types of benefit
were published in the government finance statistics,
data from that source are used in this analysis.

2 Given an average decline of just over 1% per year in
the number of income-support households, payments
for unemployment benefitll fell by an annual average
of 2% during this period, not least because of the pen-
sion contributions that no longer had to be paid. See
also Deutsche Bundesbank, The evolution of labour
market-related government expenditure in Germany,
Monthly Report, April 2015, pp 13-33.

3 While this refers, in particular, to measures designed
to enable people with disabilities to engage in an oc-
cupation, it also covers benefits for medical rehabilita-
tion, for instance.

4 Following the HartzIV reform, assistance for living
expenses is now only paid to persons in need who are
unable to work and whose earning capacity is not fully
reduced, provided they have not yet reached the statu-
tory retirement age. This meant that the number of
benefit claims — outside facilities or institutions —
dropped from 3 million to around 80,000 in 2005.
Payments of the basic allowance for the elderly and for
persons with reduced earning capacity are made to
older people in need once they reach the standard re-
tirement age, and to persons with permanently fully
reduced earning capacity once they turn 18. The bene-
fit has the same scope as social assistance, although
the basic allowance for the elderly entails lesser main-
tenance obligations on the part of dependents. Assis-
tance for long-term care is granted when long-term
care payments cannot be paid in full by the person in
need of care or covered by a third party (such as the
public long-term care insurance scheme). Other bene-
fits encompassed by social assistance include, inter
alia, assistance for overcoming particular social difficul-
ties. In 2013, according to the social assistance statis-
tics (including expenditure by the city states and at the
state government level), €15% billion went towards
integration assistance, €5%2 billion towards the basic
allowance for the elderly, just under €4 billion towards
assistance for long-term care and €172 billion towards
assistance for living expenses.
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Social benefits included in local government budgets®

Item 2005
Expenditure €bn
Social assistance’ 17.28
outside facilities or institutions 4.64
in facilities or institutions 12.64
Benefits under SGBII 10.55
of which accommodation and heating 10.32
Benefits for education and integration2
Assistance for young people 5.10
Asylum seeker benefits 0.95
Other social benefits 1.56
Total 35.45

2010 2012 2013 2014 2015 Change
% pa
21.03 2279 24.02 2548 26.64 4.4
5.97 6.90 7.45 8.13 8.77 6.6
15.06 1589 16.57 1735 17.87 3.5
1214 1132 1191 11.92 1257 1.8
11.66 10.94 11.58 11.57 12.20 1.7
0.27 0.25 0.25 0.28 1.4
6.53 7.36 7.71 8.32 9.29 6.2
0.55 0.75 1.04 1.59 3.14 12.7
1.87 1.93 2.02 2.01 2.07 2.9
4212 4442 4695 4956  54.00 43

Sources: Federal Statistical Office, quarterly cash data for local government budgets; up to 2013: Deutscher Stadtetag
(Association of German Cities), Gemeindefinanzbericht. * Local government expenditure in the non-city states, ie excluding
Berlin, Bremen and Hamburg. 1 Including, in particular, integration assistance for people with disabilities and the basic allow-
ance for the elderly. 2 Pursuant to section 28 of the Second Book of the Social Security Code (SGBII) and section 6b of the

Federal Child Benefits Act (Bundeskindergeldgesetz).
Deutsche Bundesbank

Dynamic growth was recorded in expenditure
on assistance for children and young people
(Eighth Book of the Social Security Code
(SGBVIII), but excluding day care for chil-
dren),> which has nearly doubled since 2005
to just under €9% billion (just over one-sixth
of social spending). This growth was given a
distinct boost last year by benefits for un-
accompanied refugee minors.

Lastly, payments of asylum seeker benefits,
which are also borne by local government,
have likewise seen stronger year-on-year in-
creases since as early as 2010 and, after doub-
ling last year, reached a volume of €3 billion
(6% of social benefits). While state govern-
ment is responsible for the initial reception
and provision of initial support to asylum
seekers, local government bears responsibility
for subsequent support up until a decision is
made on their applications and, in the event
that they are rejected, up until their exit from
the country.® The rules on the reimbursement
of costs vary greatly from one federal state to
the next. In some instances, case-based lump-
sum payments are made, which can also vary
by region within a federal state and likely pro-
vide only partial compensation for actual costs
in many cases. By contrast, some federal
states — such as Bavaria — make final settle-
ments in order to ensure that the costs of
statutory asylum seeker benefits are reim-
bursed in full.

The net burden on local government arising
from social benefits is significantly smaller
than the gross expenditure outlined above be-
cause central and state government make
financial contributions in other areas, too.
Central government, for instance, generally
makes special-purpose transfers to state gov-
ernment, which are passed on to local gov-
ernment. While the initial 29% share of
accommodation and heating costs for recipi-
ents of unemployment benefitll? that was

5 Expenses for accommodation in facilities or institu-
tions such as homes and for other special assistance
for education and care are recorded as assistance for
young people.

6 The basic benefits for asylum seekers primarily com-
prise the costs of accommodation, food and medical
care as well as durable and non-durable household
goods — chiefly in the form of benefits in kind. In add-
ition to this, a monthly cash stipend is paid to cover
day-to-day personal needs. Ancillary costs, eg for ad-
ministrative staff, are not included here. After having
stayed in Germany for 15 months, the persons entitled
to benefits no longer receive the basic benefits; in-
stead, they are granted higher rates pursuant to the
provisions on assistance for living expenses (SGBXII).
After being officially recognised, persons in need who
are entitled to asylum normally receive the basic allow-
ance for job seekers pursuant to the Second Book of
the Social Security Code (SGBII), which is largely
funded by central government.

7 Further to this, state government passes on to local
government the relief arising from the HartzIV reform
in relation to the housing allowance, for example (ap-
proximately €1 billion in 2015), as well as the special-
need supplementary central government grants owing
to higher burdens caused by structural unemployment
in the east German states (€34 billion).
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assumed by central government under the
HartzIV reform in 2005 temporarily declined
somewhat, it has risen by around 3 percent-
age points on balance since 2011 in the wake
of several adjustments being made.? In add-
ition, in the case of the basic allowance for
the elderly and for persons with reduced earn-
ing capacity, central government has, after
incrementally increasing its share, fully reim-
bursed the expenses not covered by third par-
ties since 2014.

Alongside central government, state govern-
ment supports local government in the provi-
sion of social benefits through financial equal-
isation schemes, for example. However, it is
virtually impossible to quantify the total relief
that this provides to local government. In par-
ticular, the equalisation amount paid in most
federal states to local government is not
pegged to the actual spending requirement
for the social benefits taken into account
under these schemes; instead, this require-
ment is merely used as one of several alloca-
tion criteria in those states. The annual ac-
counting figures for the local government
core budgets available for 2014 do not break
down the proceeds received in relation to
social and youth assistance (including day care
for children) any further. For that area as a
whole, with expenditure of just over €82 bil-
lion (including administration costs and invest-
ment), the budgets nonetheless show directly
allocable transfers (ie excluding funds relating
to social costs distributed under local govern-
ment financial equalisation schemes) from
other levels of government amounting to €24
billion and other receipts of €6% billion. Thus,
while expenditure rose by an annual average
of 5% against the comparable data for 2005,
the increase in transfers was considerably
higher, at almost 8%. The expenses remaining
after also deducting other task-specific re-
ceipts grew by 4%, putting them less strongly
above GDP growth.

The Federal Government recently set in mo-
tion further relief pertaining to local govern-
ment social spending. Central government'’s
share in the accommodation costs for persons
claiming unemployment benefitll will be

raised to an average of 35%% in 2017.°
According to the Draft Act on the Contribu-
tion of the Federal Government towards the
Costs of Integration and on the Further Easing
of the Burden on State and Local Government
(Gesetzentwurf zur Beteiligung des Bundes an
den Kosten der Integration und zur weiteren
Entlastung von Ldndern und Kommunen), this
share is to be increased incrementally, but
remain below the 50% threshold so as to
avoid triggering a switch to the procedure of
state government administration on behalf of
central government. Expenditure on recog-
nised refugees is ultimately to be assumed in
full, however, and central government will
also transfer turnover tax revenue using an
allocation key that is not contingent on social
spending by the individual local government.
Altogether, the package is set to provide local
government with permanent relief payments
of €5 billion annually from 2018, as laid out in
the coalition agreement.

8 In order to ensure that local governments in all fed-
eral states across the country receive a balanced level
of relief, the shares for Baden-W(rttemberg and Rhine-
land-Palatinate were raised from 2007. Overall, central
government's percentage shares were initially adjusted
annually in line with the change in the number of
income-support households in order to preserve the
target level of relief. This adjustment formula was
altered as part of the 2011 reform. The costs of the
education and integration package, newly introduced
at that time, for the children of recipients of unemploy-
ment benefitll, additional children’s allowance and
housing allowance are covered by way of an additional
contribution to accommodation costs (most recently
just over 3% percentage points, on average, in add-
ition to central government’s aforementioned share in
the costs).

9 A detailed description of this can be found in J Wix-
forth, op cit. See also Federal Ministry of Finance, Bund
unterstlitzt Kommunen auf vielfaltige Weise, Monats-
bericht, December 2015, pp 9-20.



Lump-sum
refunds of
benefits for
asylum seekers

be a less targeted course of action. The central
government contribution to integration assis-
tance for disabled persons envisaged in the
Federal Government'’s coalition agreement was
therefore unconvincing and is now no longer
being pursued. Such assistance includes per-
sonalised transfers in kind and affords the rele-
vant local government considerable scope for
discretion. The most sensible course of action
for central government to assume a limited
portion of these costs, in the current legal
framework, would seem to be to switch over
to lump-sum monetary benefits, which would,
de facto, sharply limit leeway in granting the
benefits. In addition, these benefits are already
financed at the state level in many cases. For
similar reasons, it would be inappropriate for
central government to contribute to long-term
care assistance or assistance for young people;
in the case of the latter, some variation in how
details are legislated across the federal states is
permitted, too.

By contrast, individual municipalities have very
little influence on the granting of benefits for
asylum seekers. Decisions on the status and
distribution of asylum seekers are initially made
at the central government level, with the finan-
cial capacity of the individual states being taken
into account. Against this backdrop, cost-
sharing in the form of case-based lump-sum
payments (which central government has in-
deed been paying from 2016), would seem es-
sentially appropriate, not least with regard to
the incentive to make efficient use of resources.
In order to also ease the burden on the individ-
ual local governments which were allocated
refugees by state government, it would seem
sensible to grant lump-sum reimbursements on
a case-by-case basis.

The decline in local
government investment

The ratio of government investment to eco-
nomic output in Germany has plummeted, par-
ticularly at the local government level, over the

Deutsche Bundesbank

Selected local government expenditure”
and cash advances

As a percentage of GDP

2.0 Social benefits'

Gross capital formation

0.5 Cash advances

\

1991 95 00 05 10 15

Sources: Federal Statistical Office and Bundesbank calculations.
* Pursuant to the national accounts. 1 Excluding civil servant
pensions and healthcare payments and without deducting re-
funds and cost-sharing.
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past four decades.’® The sharp decline at the
local government level persisted until the
mid-1980s after which, following just a tem-
porary rise in the wake of German reunifica-
tion, the deterioration continued at a deceler-
ated pace until the mid-2000s. Thereafter, the
ratio stabilised at 34% of GDP (see the chart
above). The long-term downward trend essen-
tially affected local governments in both finan-
cially weak and financially strong federal states
(at a higher investment level in the case of the
latter, however)."” Since 2003, capital con-
sumption has consistently outstripped gross
capital formation (currently by 0.2% of GDP).
As central and state government investment
has risen more sharply, primarily in connection
with education and research but also in rela-
tion to construction work, local government'’s
share in general government gross capital for-
mation has fallen from over 50% at the start of
the 1990s to 35% at the current juncture.

Generally speaking, a needs-based level of in-
frastructure is, first and foremost, a crucial fac-
tor affecting (the location of) economic activ-

16 Based on the data available for this longer period pur-
suant to ESA 1995, the general government gross capital
formation ratio fell from just over 4%2% in 1970 to around
1%2% in 2005 (with the ratio at the local government level
dropping from 234% to 34%).

17 According to government finance statistics as the
national accounts do not contain state-specific data.
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Long-term
decline also as
aresult of a
certain degree
of saturation
and decreasing
need for invest-
ment in east
German states

In addition,
some tasks
merely trans-
ferred to the
private sector

Investment
restraint also
partly due to
stretched
budgets,
however

ities. There is evidence to suggest that there is
some catching-up to be done in certain areas,
as well as a need to shift towards investment
expenditure. However, the significance of the
long-term decline in investment expenditure at
the local — and general — government level
does have to be viewed in context to a certain
extent. For example, following the extensive
build-up of infrastructure in the west German
states in previous decades, it is likely that a cer-
tain degree of saturation was reached, with the
result that scaled-back investment did not ne-
cessarily lead directly to a significant supply
shortfall. A similar conclusion can be drawn
about the gradual tapering-off of infrastructure
build-up in the east German states. In addition,
construction price rises, which have long re-
mained relatively low in relation to general
price developments since the mid-1990s, have
suppressed the investment ratio. Lastly, demo-
graphic change, characterised by relatively low
birth rates, will — at least in the longer term —
curb the demand for certain local services and
subsequently the need for investment as well.

It is also especially important to take into ac-
count with respect to the decline in local gov-
ernment investment that an increased share of
infrastructure is provided by the private sector.
This applies, inter alia, to investment in schools,
day care facilities for children, sports facilities
and other recreational facilities. Over time, out-
sourcing of fee-funded local amenities to en-
tities that are assigned to the corporate sector
has also taken place on a large scale. For ex-
ample, half of the decline in local government
investment recorded between 1991 and the
mid-2000s was attributable to areas affected
by this: environmental protection (eg waste
and sewage management)'® as well as housing
and local amenities (eg water supply).'®

Irrespective of this, it is likely that the increased
financial strain has also led to a more problem-
atic throttling of investment, at least for some
local authorities. The very sharp rise in cash ad-
vances since the turn of the millennium, for ex-
ample, highlights the extent of the budget

strains that many local authorities are experien-
cing. In such an environment, many local gov-
ernments have had only limited access to in-
vestment loans as they have been either unable
or limited in their ability to prove that they can
bear the future interest and depreciation
charges (or repayments).2 As a result, local
authorities have cut back on their investment
activities, which are more disposable in the
short term. In fact, the decline in local govern-
ment investment is strongly correlated, espe-
cially up to the mid-2000s, with the increase in
social benefits and cash advances. Higher social
spending also appears to be accompanied by
lower investment when comparing aggregate
figures for federal states and individual local
authorities.?!

Several studies recently identified an increasing,
significant investment gap in Germany, which is
primarily making itself felt at the local govern-
ment level in the areas of transport infrastruc-

18 See, for instance, the example of Frankfurt am Main in
Deutsche Bundesbank, Trends in local authority finance
since the mid-nineties, Monthly Report, June 2000, p 52.
19 However, investment in the areas of energy supply and
sewage and waste management also fell significantly in
terms of aggregate government and private sector activity
— ie including the outsourced amenities — during this
period. See N Schmidt (2011), Ausgliederungen aus den
Kernhaushalten: offentliche Fonds, Einrichtungen und
Unternehmen, Wirtschaft und Statistik, pp 154 ff; and
M Gornig, C Michelsen and K van Deuverden (2015), Kom-
munale Infrastruktur fahrt auf Verschleis, DIW Wochen-
bericht 43, pp 1023-1030.

20 However, this ought to have been counteracted for
some time and to an increasing degree by the sharp decline
in capital market rates, which is making it easier for local
authorities to furnish this proof, although this in turn may
sometimes be offset by higher transfers to pension provi-
sions in the low-interest-rate setting.

21 See also F Arnold, R Freier, R GeiSler and P Schrauth
(2015), Grofse regionale Disparitaten bei den kommunalen
Investitionen, DIW Wochenbericht 43, pp 1031-1040. The
authors find a significantly negative correlation between
the cost of accommodation for the long-term unemployed
and the investment expenditure of districts and independ-
ently administered cities.
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ture and schools, in particular.?? There were
also numerous calls for a substantial boost in
local government investment given the low
general government investment ratio by inter-
national standards.?® Caution is advised when
comparing government investment ratios at
the international level — much as it is when
making the aforementioned comparisons over
time — on account of differences in the tasks
assigned to government and the corporate sec-
tor. In principle, the decisive factor is not the
amount of expenditure per se but rather the
needs-based level of infrastructure and efficient
use of resources. For example, international
comparisons of business locations generally
continue to indicate that Germany'’s infrastruc-
ture is comparatively very good, although its
rating has deteriorated somewhat in recent
years.2* Overall, it would appear that there has
indeed been a pent-up need for investment in
specific areas for an extended period of time
and that greater emphasis on investment
would be desirable at the local government
level as well. However, it is of key importance
to identify bottlenecks and replacement needs
in a targeted manner and to efficiently allocate
the funds for these projects. Various factors,
not least a lack of planning and implementa-
tion capacity, would likely be barriers to an
abrupt, massive increase in government invest-
ment, as has occasionally been called for, and it
is questionable whether funds would be care-
fully allocated.

Under the Basic Law, central government’s
capacity to provide targeted support for local
government investment is tightly restricted.
While Article 104b outlines financial assistance
for particularly important local government
measures, in the absence of a serious emer-
gency, the funds may only be granted for areas
in which central government has legislative
powers of its own. Consequently, it is only pos-
sible to provide financial assistance for noise
reduction measures and renovation work to
improve energy efficiency rather than for gen-
eral maintenance measures or the expansion
and construction of local roads and schools. It
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is likely that, under the current rules, priority
needs cannot be covered in many cases.?®
However, this does not appear to be the main
reason why only 1% of the €3%2 billion held in
2015 in a central government special fund for
promoting the investment projects of finan-
cially weak local governments had been spent
by the end of September 2016. As previously
mentioned, it is probably often due to a lack of
planning capacity more than anything. One
proposal put forward to remedy this — such as
by the Expert Commission (otherwise known
as the Fratzscher Commission) in its report
“Increasing Investment in Germany” in 2015 —
was to offer central government planning
assistance to local government. The current
plan in this respect is for a company that was
originally founded to assist public-private part-
nerships to now advise local governments. In
order to effectively avoid delays and allocate
resources more efficiently, it appears important
not only that projects are better planned out
on the basis of thorough calculations prior to
the conclusion of construction contracts but
also that responsibilities do not become
blurred.

22 See, for example, KfW, KfW-Kommunalpanel 2016,
June 2016; S Brand and J Steinbrecher, Kommunaler Inves-
titionsrlickstand bei Schulgebauden erschwert Bildungs-
erfolge, KfW Research Fokus Volkswirtschaft, No 143, Sep-
tember 2016; DIW, Investitionen fur mehr Wachstum —
Eine Zukunftsagenda fur Deutschland, DIW-Wochenbericht
26/2013; and M Reidenbach, T Bracher, B Grabow,
S Schneider and A Seidel-Schulze (2008), Investitionsrick-
stand und Investitionsbedarf der Kommunen, Difu. By con-
trast, the German Council of Economic Experts established
a less pronounced need for investment in its Annual Eco-
nomic Report for 2014/15 (see pp 12-18).

23 See, for example, European Commission, Germany
Country Report 2016 (which includes an in-depth review of
the prevention and correction of macroeconomic imbal-
ances), 26 February 2016, and the report prepared by the
Expert Commission on behalf of the Federal Minister for
Economic Affairs and Energy, Increasing Investment in Ger-
many, April 2015 (http://www.bmwi.de/EN/Service/
publications,did=709422.html).

24 For example, Germany was ranked eighth globally for
infrastructure in World Economic Forum (2016), The Global
Competitiveness Report 2016-17, having been ranked sev-
enth the year before and third in 2013. This downgrade
was partly attributable to the quality of roads scoring
lower.

25 Against this background, these rules are set to be re-
laxed somewhat as part of the agreement reached between
central and state government in October 2016 on the re-
form of federal financial relations from 2020 onwards.
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Deterioration
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year, but
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again overall

In principle, the aforementioned options to
provide financial support to those local author-
ities hit especially hard by high social expend-
iture, thereby strengthening their capacity to
invest, are still open to central government.
However, it is ultimately state government that
decides, not least based on the financial equal-
isation scheme for local government, how
funds are to be allocated to individual local au-
thorities. It is responsible for regional policy
and determines how it allots general financial
resources and targeted support for investment
projects within the respective state as well as
how structurally weak regions should be as-
sisted. For example, needs-based conditions
may be placed on the way in which transfers
are used, and funds may be distributed in a tar-
geted manner in order to avoid significant local
supply shortfalls.

Outlook and considerations
concerning the prevention
of local government
overindebtedness

A deterioration in the local government budget
balance is on the cards this year.2¢ For instance,
it would appear that spending in connection
with refugee migration is only being partially
offset by reimbursements provided by state
government. Furthermore, local business tax
refunds to be made in the wake of court rul-
ings are likely putting a strain on cash balances.
The outlook for the coming years, however, is
significantly brighter once again. For example,
in 2017, central government will provide — over
and above the amount of €1 billion granted for
three years from 2015 onwards — additional
one-off relief payments in the amount of €1%2
billion, which are set to be followed on a per-
manent basis by funds of €5 billion per annum
as of 2018. Furthermore, agreements reached
in summer envisage the full assumption of
accommodation costs for recognised refugees
between 2016 and 2018 by means of add-
itional payments from central government,
which will rise from €%z billion this year to €1

billion for the years thereafter. Given the signifi-
cant drop in immigration, expenditure on bene-
fits for asylum seekers (support until a decision
is reached regarding their application for asy-
lum and, in the event that it is rejected, until
their exit from the country) is likely to fall
sharply.?” To this extent, there should be add-
itional financial scope at the local government
level — above and beyond the €3%: billion from
the fund to promote municipal investment that
has been available since mid-2015 — to step up
investment activities.

Although the overall level of local government
debt does not appear problematic, alarming
budget imbalances have been built up by a
number of local authorities in the past. This is
proven not least by the volume of cash ad-
vances, which is now very high. Some local
governments using double-entry bookkeeping
systems are now even recording excess debt on
their balance sheets.?® The budget imbalances
are, in the context of high debt, partly obscured
by the low interest rates but would, however,
intensify if interest rates were to rise. Against
this background, major budget consolidation
programmes have since been established in
some federal states with local authorities that
are particularly affected. The earlier erroneous
developments show that the combination of
budgetary legislation, which is actually strict,
and oversight by state government has more
often than not failed to effectively prevent nas-
cent budgetary emergencies. By not prescrib-
ing the necessary adjustments, or refraining
from making them altogether, problems were
prolonged and ultimately exacerbated.

Individual state governments are responsible
for supplying their local authorities with ad-

26 For information on developments throughout the year,
see Public finances in the Commentaries section of this
Monthly Report, pp 7-8.

27 By contrast, expenditure on unaccompanied refugee
minors, which appeared to rise sharply until recently, is ex-
pected to decline at a considerably slower rate.

28 In such a case, the assets shown on the balance sheet
are not sufficient to cover the liabilities. Equity capital (net
worth) is thus negative and recorded on the assets side.

Interest burden
for large
volume of cash
advances cur-
rently low, but
greater struc-
tural budget
imbalances and
risks at times
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equate financial resources — where necessary,
above and beyond their own sources of in-
come, which they are responsible for maintain-
ing — in order to allow local governments to
exercise the autonomy afforded to them under
the Basic Law.?® This duty is supposed to be
met first and foremost by the local government
financial equalisation scheme, which is gov-
erned by individual state governments.3° Indi-
vidual state governments also decide on the
scope of the tasks assigned to local authorities,
ipso facto establishing their financing needs. In
this context, the connectivity rules introduced a
number of years ago should, in principle, guar-
antee an entitlement to compensation if tasks
are transferred from state to local government.
That being said, the specific arrangements for
this appear to be shrouded in legal ambigu-
ities.3' In many cases, a key question is whether
a new task, and thus one that truly falls within
the scope of the connectivity principle, really
has been assigned.

State-level financial oversight of local govern-
ment, the set-up of which also differs from
state to state, likewise plays a key role in ensur-
ing sound local government budgets as it
monitors compliance with what are, in prin-
ciple, strict budgetary rules. If local authorities
fail to achieve the balanced budget3? generally
prescribed throughout Germany, they must,
where required, draw up a budget consolida-
tion programme to be approved by the budget
supervisor. Should the planned measures be
deemed insufficient, these must generally be
amended. Temporary budgeting rules designed
to be restrictive will then be put in place until
the revised measures are approved. In extreme
cases, the state government may send a repre-
sentative to go over the heads of elected local
decision-making bodies and implement restruc-
turing measures.* As such far-reaching steps
would likely be extremely unattractive, not
least for local politicians, they provide consci-
entious state-level supervisors with a useful po-
tential threat — one that has also been acted
upon in certain cases — to help steer local
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authorities towards sustainable budgeting in a
timely manner.

While investment borrowing generally has to
be tailored to financial capacity and can thus
be relatively tightly restricted, there are no
comparable rules that apply to cash advances.
The way in which cash advances are handled
differs from state to state, and a connection
between that and the greater volumes of cash
advances taken out in certain states seems
likely. For example, the supervisory approval
previously required for local authorities to take
out larger cash advances was abolished in
North Rhine-Westphalia as early as 1994 and
later in other federal states,34 too. Furthermore,
the municipal codes and loan ordinances in
some federal states make it possible to take out

29 Article 28 Il of the Basic Law protects local government
autonomy, while Article 106 VIl guarantees local author-
ities an additional portion of state government'’s share of
total revenue from joint taxes in order to ultimately safe-
guard this autonomy.

30 Studies appear to indicate that financial resources may
not always be sufficient; according to these studies, lower
general-purpose grants from state government are some-
times accompanied by higher local government cash ad-
vances. See F Heinemann, L Feld, B Geys, C Gropl, S Haupt-
meier and A Kalb (2009), Der kommunale Kassenkredit
zwischen Liquiditatssicherung und Missbrauchsgefahr,
ZEW-Wirtschaftsanalysen, Vol 93; and C Gropl, F Heine-
mann and A Kalb (2010), Die Zweckentfremdung des kom-
munalen Kassenkredits — eine rechtlich-6konomische Ana-
lyse, Perspektiven der Wirtschaftspolitik, Vol 11(2), pp 178-
203.

31 See, for example, Gemeindefinanzbericht 2011, in der
stadtetag 5/2011, pp 46ff.

32 Under single-entry bookkeeping, a budget is deemed to
be balanced if current revenue is sufficient to cover current
expenditure, including compulsory repayments. In the case
of double-entry bookkeeping, a balanced budget requires
that all expenditure — ie including write-downs and trans-
fers to pension provisions — is covered by earnings. Dispar-
ities between the rules introduced in different federal states
arise, for instance, with respect to the inclusion of asset
realisations at prices above their carrying amount and
whether it is permissible to utilise parts of equity capital.
33 In this case, the state-level budget supervisor could, in
particular, impose higher multipliers on local business tax
and real estate tax.

34 In Bavaria, Brandenburg, Hesse, Rhineland-Palatinate,
Saarland, Saxony-Anhalt and Schleswig-Holstein. See also
K Herrmann (2011), Der Missbrauch kommunaler Kassen-
kredite, Wirtschaftsdienst, 91(10), pp 686-693. However,
since 2016, section 105 of the Municipal Code of the State
of Hesse (Hessische Gemeindeordnung), to name one ex-
ample, has stipulated that the authorised volume of cash
advances generally has to be approved by the budget
supervisor. In Saxony-Anhalt, there is currently a threshold
above which cash advances must be approved.
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Aid programmes
coupled with
stringent
consolidation
requirements
promising

Favourable
financing condi-
tions for local
authorities —
even those in
precarious
budgetary
situation

longer-term cash advances.3> The option now
enshrined in section 761l of the Municipal Code
of the State of North Rhine-Westphalia
(Gemeindeordnung fur das Land Nordrhein-
Westfalen) for local authorities with budgets
that are under particular strain to hold off on
balancing their budgets as required until the
end of a ten-year period likewise ultimately
hampers oversight of local government.

In the first few years of this decade, local gov-
ernment debt relief and consolidation pro-
grammes were launched — especially in North
Rhine-Westphalia, Rhineland-Palatinate and
Hesse, which are home to the local authorities
holding the lion’s share of cash advances —
with the aim of stemming the altogether
worrying rise in cash advances.?® These pro-
grammes differ considerably with regard to
their consolidation requirements, and the
results seem to have varied wildly thus far. It is
crucial to their success that the assistance pro-
vided is tied to long-term, sufficient improve-
ment in the primary balance, which has to be
brought about by the local government (by
way of spending cuts or, if need be, adjust-
ments to local business and real estate tax
multipliers), and that the targeted implementa-
tion of the consolidation programme is ensured
by means of consistent budgetary oversight. It
could potentially be helpful to enshrine thresh-
olds for budget imbalances in law — thresholds
that, if exceeded, would immediately trigger
stringent intervention by state-level supervisors.

The fact that it was possible for persistent
budget imbalances to arise is ultimately due
partly to the state of affairs in which the local
authorities, despite major differences in their
budgetary situations, have apparently been
able to obtain funding on the financial markets
— even, standardly, from the savings banks that
they themselves own and control?” — with next
to no risk premiums. Interest rates are currently
very low — and even negative in some cases —
for short-term cash advances, in particular.
Lenders evidently assume that, in the event of
a local government running into payment diffi-

culties, state government will step in to service
the debt. In order to mitigate any spillover
effects on borrowing options and costs for
other local governments, the incentive for state
government to step in and provide assistance
in a worst-case scenario may well be high.
However, it is not clear whether, due to individ-
ual state governments’ joint responsibility for
ensuring that their local governments are sup-
plied with adequate funding and their respon-
sibility for local government budgetary over-
sight, external creditors could assert claims
against federal states. State government
assumes no liability for local government debt
vis-a-vis external creditors, in any case; conse-
quently, the possibility that loans granted to
local governments will not be serviced on time
cannot be ruled out altogether.

Taken as a whole, this combination of local
government liability, control and funding is un-

35 For example, in the event of it not being possible to
achieve a balanced budget in the foreseeable future, local
authorities in Saarland are able to take out unlimited cash
advances with maturities extending beyond the fiscal year
(section 94 Il of the Local Self-Government Act (Kommu-
nalselbstverwaltungsgesetz)).

36 North Rhine-Westphalia's programme to strengthen city
finances (Starkungspakt Stadtfinanzen), which was set up
in 2011 and will run until 2020, has a total volume of €6
billion, while Hesse's debt relief programme set up in 2012
amounts to €3 billion and the local government debt relief
fund in Rhineland-Palatinate, which was set up in 2012 and
will run until 2026, contains €4 billion. Hesse regularly
reports on progress made by a total of 100 municipalities
(just under one-quarter of all local authorities in Hesse; par-
ticipating on a voluntary basis) in reducing their budget im-
balances as contractually agreed. The minimum consolida-
tion contribution was set at €100 per capita annually until
a balanced budget was achieved; partial debt relief was
offered in return.

37 There is often a close link between local authorities and
local public credit institutions. For example, various studies
have found evidence of a relationship between local gov-
ernment election years and lending by savings banks; see
RE Gropp and V Saadi, Electoral credit supply cycles among
German savings banks, IWH Online 11/2015; or F Engl-
maier and T Stowasser, Electoral cycles in savings bank
lending, Munich Discussion Paper No 2014-14, LMU Mun-
ich. Overall, public credit institutions issued the lion’s share
of cash advances — in addition to savings banks (about
one-quarter of short-term loans), Landesbanken and pro-
motional banks (just over one-third) once again played a
major role. See also S Brand (2015), Paradigmenwechsel in
der Kommunalfinanzierung — der lange Schatten der
Finanzkrise, Wirtschaftsdienst, 95(1), pp 51-55; and R Freier
and V Grass, Kommunale Verschuldung in Deutschland:
Struktur verstehen — Risiken abschatzen, DIW Wochen-
bericht 16/2013, pp 13-21.



Lack of risk
premiums
opening door
to erroneous
developments

If necessary,
recourse to cash
advances via
state govern-
ment only

satisfactory. It does not appear to create suffi-
cient incentives for state or local government
to avoid excessive local government debt. At
the same time, there is a lack of transparency
surrounding the substantial risk to which state
government budgets are exposed — that is to
say, the potential assumption of local govern-
ment debt as part of debt relief programmes or
in crisis situations. Even budgetary surveillance
by the Stability Council does not take into
account developments at the local government
level of individual states in terms of the main
indicators. All in all, when local government
finances are knocked off course, it sometimes
takes too long to take back control of the
helm, which can result in serious local govern-
ment budget imbalances. Ultimately, it cannot
be ruled out that, in event of a failure to service
local government debt on time, individual
credit institutions operating in this sector would
run into difficulties. This would be the case, in
particular, if the amount of receivables out-
standing exceeded the bank’s equity capital. It
should be noted here that institutions such as
savings banks are members of protection
schemes within their associations. Nonetheless,
the cluster risk associated with individual local
authorities should also be monitored from a
risk-based perspective.

If the provisions of the financial constitution
currently in place were to be overhauled, con-
sideration could also, theoretically, be given to
a major change of regime aimed at strengthen-
ing the financial markets’ disciplining effect on
local government — for example, by partially
incorporating municipalities into the German
Insolvency Code (Insolvenzordnung), similar to
chapter 9 of the US Bankruptcy Code.3® This
would have to be accompanied, in any case, by

Deutsche Bundesbank

the introduction of stricter bank regulation
covering lending to local government so that
local authorities that find themselves in a
deteriorating budgetary situation would have
only limited access to credit. However, such a
fundamental change of regime, which would
necessitate amendments to the Basic Law and
changes to state governments’ legislation gov-
erning local government finances, is not on the
agenda. By contrast, it would be simpler to
establish a financial framework under which
local governments are only permitted to take
out from state government cash advances for
which repayment using covering funds is not
envisaged within one fiscal year. As a result,
responsibility would clearly lie with state gov-
ernment, while liability and control would be
brought broadly into line. An individual state
government'’s interest in swiftly counteracting
any growing financial difficulties of its local
authorities could be safequarded by means of a
provision stipulating that these cash advances
be counted towards borrowing under the debt
brake framework.3® Nevertheless, in order to
avert persistent structural budget imbalances
and excessive local government debt in future,
it is crucial that state-level supervision strin-
gently enforces budgetary rules and that
financial resources are allocated commensurate
with the tasks at hand.

38 State governments could potentially make their local
governments subject to the Insolvency Code; see sec-
tion 121 paragraph 2 of the Insolvency Code. This would
make it possible, for instance, for provisions from the part
covering insolvency plans to be declared applicable.

39 This form of lending to local government could either
not be factored out as a financial transaction under any
circumstances or only factored out in instances where the
local governments receiving assistance had committed,
either contractually or by statutory resolution, to adhere to
a budgetary plan (with specific measures) deemed suffi-
cient by a body such as the State Court of Auditors and
guaranteeing repayment.
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B Annex

Key figures outlining the
state-specific differences in
local government finances

While the aggregate data for Germany's national
accounts indicated local government budget sur-
pluses with a stable local government debt ratio of
late, the situation for the individual municipalities
was very heterogeneous. However, given that the
national accounts do not show state aggregates or
data for individual municipalities, in the following
we essentially draw on per capita results from the
government finance statistics aggregated to the
state level for illustrative purposes.

Budget balances and debt

A key yet potentially relatively volatile indicator of
the fiscal position is the budget balance.#® With a
national cash surplus posted by local governments
of €3 billion, the aggregated state results for the
municipal budgets were predominantly distinctly
positive in 2015. Only the state of Saarland posted
a high per capita deficit. North Rhine-Westphalia,
Hesse and Schleswig-Holstein recorded moderate
deficits, while Rhineland-Palatinate attained only a
relatively small surplus. Looking at current revenue
and expenditure alone to identify the budgetary
strain excluding the discretionary fluctuations in
investment revenue and expenditure, the surplus
was a great deal higher on average. The range was

also more extensive in this way, however, as munici-
palities in states with more favourable current
budget balances had higher self-financed invest-
ment expenditure (ie without using proceeds from
asset realisation, investment grants or contributions).
Besides the above-mentioned states, all east German
states, too, showed below-average results.

The level of debt captures the budget deficits and
surpluses of the past. Per capita, the figures ranged
from below €1,000 in Brandenburg and Baden-
Waurttemberg to at times considerably above €3,000
in the states of Saarland, Hesse, Rhineland-Palatinate
and North Rhine-Westphalia (with a mean value of
€2,070 across all non-city states). At the same time,
more than half of all cash advances — which are an
especially good indicator of a tight budgetary pos-
ition — were concentrated in the municipalities of
North Rhine-Westphalia; an additional more than
30% was accounted for by the other three states
mentioned above. In terms of per capita results, the
highest figure in Germany was recorded in Saarland
(€2,170). Rhineland-Palatinate (€1,870) and North
Rhine-Westphalia (€1,520) came in second and third

40 Generally speaking, it needs to be taken into consider-
ation for individual municipalities that the volatility of the
revenue from local business tax in particular is often even
more pronounced than at the aggregated national level
due to economic developments or as a result of tax
refunds, and that considerable fluctuations in the budget
balances may occur in individual years without this having
any impact on the overall fiscal position.

Local government budget balances” by federal state in 2015

€ per capita

+500 . Balance excluding capital budget’ . Budget balance

+400
+300

National average *

+200
+100
0 —
—-100
—-200
—-300
BV BW LS BB SH SN

__ll—ll.—l

HE TH RP NW MW SA SL

Sources: Federal Statistical Office and Bundesbank calculations. BV = Bavaria, BW = Baden-Wurttemberg, LS = Lower Saxony, BB =
Brandenburg, SH = Schleswig-Holstein, SN = Saxony, HE = Hesse, TH = Thuringia, RP = Rhineland-Palatinate, NW = North Rhine-West-
phalia, MW = Mecklenburg-West Pomerania, SA = Saxony-Anhalt, SL = Saarland. * According to cash statistics, core budgets and off-
budget entities. 1 Balance of current revenue and expenditure. 2 Aggregate of non-city states.
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Local government debt and interest expenditure by federal state in 2015

€ per capita
Credit market and
public sector debt
Saarland
Rhineland-Palatinate
Hesse

North Rhine-Westphalia
Lower Saxony
Schleswig-Holstein
Mecklenburg-West Pomerania
Saxony-Anhalt

Thuringia
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Bavaria

Baden-Wirttemberg
Brandenburg

o

1,000 2,000

I Cash advances

National
average?

3,000

I Interest expenditure’
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National

average?
=
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Sources: Federal Statistical Office and Bundesbank calculations. 1 According to cash statistics, core budgets and off-budget entities.

2 Aggregate of non-city states.
Deutsche Bundesbank

place, followed by Hesse (€1,100). At the other end
of the spectrum stood Bavaria, Baden-W(rttemberg,
Saxony and Thuringia (at times well below €100).
The gaps between the aggregated state figures
increased markedly over the past years.#' Interest
expenditure on the whole did not diverge as heavily
because the lower average interest rates*? reduced
the burden more strongly for the municipalities with
higher debt. However, the range of interest expend-
iture per capita continued to expand to between
€20 and €95 (average of €55) of late compared with
between €35 and €80 (average of €65) in 2005. The
vast differences in debt developments are put into
perspective by the very low interest rates, bringing
significant relief to highly indebted local govern-
ments, in particular. However, the differences in the
levels of indebtedness within the states are even
more strongly pronounced in a comparison of indi-
vidual municipalities than when comparing the
aggregate state levels (see the table on page 35, and
for the shared responsibility of state governments in
this regard, see pages 26 to 29).43

Social benefits

Varying expenditure burdens as a result of social
benefits are often cited as the reason for deviations
in the budgetary position. North Rhine-Westphalia
was the state with the highest per capita expend-
iture, followed by Hesse with a substantial margin.
However, the informative value of this rough com-
parison already appears to be strongly limited by the
different extents to which the responsibility for the
provision of benefits is taken at the state level.#4 In

addition, it is not possible to derive from the cash
statistics data unambiguous figures regarding the
varying degrees to which central government and
state governments assume shared costs.

On the other hand, accommodation costs for recipi-
ents of unemployment benefitll in the non-city
states are solely allocated to municipal authorities
and thus comparable. The differences between
states were relatively pronounced here, the highest
level of expenditure being exhibited in most east
German states as well as in North Rhine-Westphalia,
Saarland and Schleswig-Holstein. It is evident that
this expenditure correlates negatively with the eco-

41 In 2005, the range of cash advances per capita spanned
from very considerably below €100 to almost €1,000.

42 Since 2005, the average interest rate calculated for
local government debt across all non-city states has
decreased by 12 percentage points to 2%2% at present.
The decreases were especially prominent in some east Ger-
man states.

43 Extensive cash advances among the highly indebted
municipalities also left a distinct mark in the equity capital
positions where double-entry bookkeeping is applied. In
North Rhine-Westphalia alone, 29 of the 430 municipalities
were expected to exhibit a negative equity balance as at
the end of 2015. In the case of the city of Oberhausen, for
example, total assets came to just under €3 billion, while a
shortage in equity capital was recorded of just over €1 bil-
lion (around -€5,500 per capita). By contrast, the state cap-
ital of North-Rhine Westphalia, Dusseldorf, posted a high
positive net asset value of around €13,000 per capita.

44 The results are correspondingly different, for example,
when referring to joint expenditure on social assistance by
state and local governments (according to social assistance
statistics). In that case, Saarland would occupy second
place after North Rhine-Westphalia, and Hesse would only
come in fifth.
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Local government expenditure on
accommodation costs” by federal
state in 2015

€ per capita

B Net accommodation costs || Sgcgr?]lment share"

. Special-need central . State

government grants? government funds?®
National average* National average *
net burden expenditure

Mecklenburg-
West Pomerania
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Westphalia

Saxony-Anhalt
Brandenburg
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Thuringia
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Palatinate

Baden-
Woirttemberg

Bavaria
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Sources: Federal Statistical Office and Bundesbank calcula-
tions.* For recipients of unemployment benefit I, data gener-
ally in accordance with cash statistics, core budgets and off-
budget entities.1 Including reimbursements for the education
and integration package. 2 Special-need supplementary central
government grants to offset the higher burdens caused by
long-term unemployment. Rough breakdown. 3 Forwarded
savings resulting from the Hartz IV reform. 4 Aggregate of
non-city states.
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nomic strength of the individual states*s (whereas
other factors appear to be relevant in terms of inte-
gration assistance for disabled persons or assistance
for young people, for instance). After adjusting for
the central government share,*¢ the forwarded sav-
ings by the state governments resulting from the
HartzIV reform and also the (rough breakdown of
the) corresponding special-needs-related supple-
mentary central government grants for the east Ger-
man states, the actual net burden#” was even clearly
below average in some of those states. Conversely,
North Rhine-Westphalia exhibited an above-average
burden, which per se represented just over one-third
of the gap in terms of the average current budget
balance. Within the states, the disparities in accom-
modation costs across municipalities are likewise

very discernible and also persistent, with a negative
correlation in terms of tax revenue capacity.*®

Investment expenditure

To ensure a municipality’s sustainable development,
needs-based construction and maintenance meas-
ures are important for the local infrastructure. A
financial statistics indicator in this context is provided
in the form of expenditure on fixed asset formation
(especially transport facilities and school buildings).#®
Although the relevant data are to be interpreted
with considerable caution given that — amongst
other things — investment grants with similar object-
ives to entities outside of the government sector
remain unaccounted for, a correlation with the
state-wide economic performance of the municipal-
ities becomes evident. The municipalities in Bavaria
and — to a somewhat lesser extent — in Baden-
Wairttemberg have been very noticeably exceeding
the national average value for some years now (by
two-thirds and one-third respectively in 2015),
whereas the levels of investment are less dispersed
among the other states. Particularly low values (ie at
least three-tenths below the average) were reported
by Mecklenburg West-Pomerania, Saxony-Anhalt,
Saarland and North Rhine-Westphalia. In the east
German states, the extensive investment activity fol-
lowing reunification has been scaled back consider-
ably over the past decade. At the same time, a con-
tinuing trend of population decline in those states
can lead to maintenance and modernisation, for ex-
ample, no longer being considered necessary in
some cases, resulting in only a minor need for in-
vestment in some areas. The differences in invest-
ment activity in the individual municipalities are like-
wise large and persistent, although not as extensive
as with debt or the cost of accommodation, and are
subject to substantial annual fluctuations. It appears

45 Yet a stronger economic capacity ought to have a posi-
tive impact on the local level of rents for dwellings, keeping
the differences in check.

46 The data are not adjusted for the reimbursements for
the education and integration package, which have only a
small impact.

47 For the state-wide results, the redistribution of costs
associated with this expenditure item in the context of the
states’ financial equalisation systems for municipalities
does not need to be taken into account.

48 See Arnold et al, op cit, pp 64-123.

49 Net investment cannot be shown here as the govern-
ment finance statistics do not provide any data on con-
sumption of fixed public capital. A comparison of the state-
specific developments in fixed asset formation over an ex-
tended period of time, too, is distorted in the context of
the financial statistics as a result of large-scale outsourcing.



that municipalities with higher cash advances and
expenditure on accommodation tend to have lower
investment expenditure.>°

Tax revenue capacity

A direct indicator of financial performance is tax rev-
enue capacity per capita.>' Special focus lies on real
estate and local business tax as the individual muni-
cipalities determine the local multipliers, leaving
them with significant leeway. The top position in
terms of the average local business tax revenue cap-
acity among the non-city states in 2015 was occu-
pied by the local authorities in Hesse, Bavaria and
Baden-Wdrttemberg. By contrast, the values were
particularly low in the east German non-city states
and Saarland, falling at least three-tenths below the
nation-wide result. The differences in tax revenue
capacity in 2015 were much smaller with regard to
real estate tax, which is not as important. The dis-
persion of tax revenue capacity has remained more
or less unchanged over time, at least within the indi-
vidual states, and tends to be higher in the finan-
cially stronger states.>?

However, indicators of tax revenue capacity, too, are
to be interpreted with caution as state constitutions
ultimately guarantee the municipalities a minimum
amount of funds. In order to ensure that municipal
tasks are carried out, all non-city states have finan-
cial equalisation systems in place which®? aim at
increasing municipal financial capacity in general
when redistributing funds among a state’s munici-
palities by allocating tax revenue from the state
government level.

50 See also Arnold et al (2015), DIW, pp 1035 et seq.

51 When calculating tax revenue capacity, the revenue is
adjusted for local differences in multipliers in the year
under review.

52 See also R GeilSler and F Boettcher (2016), Disparitaten
in der Entwicklung der Gemeindesteuern, Wirtschaftsdienst
96(3), pp 212-219.

53 The differences in tax revenue capacity, supplemented
by needs-related aspects, within a state are considerably
reduced using state government funds and, in some cases,
also with allocations from municipalities with particularly
high tax revenues. However, given that not least the as-
sessment of needs varies greatly across states and that the
payments are unable to keep up with the actual differences
in the fiscal year, it is virtually impossible to evaluate the
equalisation effect within any one state.
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Fixed asset formation” of local
government by federal state in 2015

€ per capita
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Sources: Federal Statistical Office and Bundesbank calculations.

* Data in accordance with cash statistics, core budgets and
off-budget entities. 1 Aggregate of non-city states.
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Deviation in the tax revenue capacity of
local governments from the national
average” by federal state in 2015

%
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Sources: Federal Statistical Office and Bundesbank calculations.
* State-wide revenue figures divided by state average multipli-
ers. National average based on aggregate of non-city states.
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Average multipliers for
local business tax by federal state
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Non-personal tax multipliers

Last, with regard to tax data, the average effective
state multipliers for non-personal taxes also serve as
an indicator of the strain on the fiscal position.
Municipalities with higher outstanding cash ad-
vances tend to also apply higher multipliers to their
real estate and local business taxes. Fiscal imbal-
ances can be redressed by increasing rates unless a
strong diversion of the tax base is to be expected,
which is a risk that can be assumed with regard to
local business tax, in particular. Thus, if the local gov-
ernment budgetary rules are strictly implemented,
the focus in this context lies on real estate tax B,
which is mostly levied on residential buildings.

Average multipliers for
real estate tax B by federal state
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The increase in local business tax has, in fact, been
limited to 3% (11 multiplier points) across Germany
over the last ten years. Larger increases were re-
ported by Mecklenburg West-Pomerania, Thuringia
and Saxony-Anhalt, where the, at first, lower state-
wide multiplier values essentially closed in on the
average for the non-city states. Overall, the increase
has somewhat accelerated over the past five years,
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Differences in the budgetary positions of districts and independently administered cities

in 2014"
e Total debt

Federal ber of < per @piE

state?  units MV (@Y Range
SH 15 1,449 0.55 3,323
LS 46 1,573 0.59 4,054
NW 53 2,832 0.68 8,268
HE 26 3,153 0.43 6,844
RP 36 3,589 0.59 8,293
BW 44 603 0.46 1,578
BV 96 1,077 0.59 3,555
SL 6 3,039 0.31 2,774
BB 18 975 0.79 2,604
MW 8 1,540 0.27 1,374
SN 13 774 0.41 1,304
SA 14 1,391 0.39 1,593
TH 23 995 0.37 1,432
MV 31 1,768 0.49 3,615
Total 398 1,723 0.88 9,130

Cash advances

€ per capita

MV v
303 1.20
529 1.26
1,625 1.03
1,181 0.70
2,090 0.86
19 1.45
22 1.96
1,755 0.45
493 1.68
513 0.93
29 1.23
567 0.69
134 1.82
712 1.17
650 1.78

Multiplier for
real estate tax B

%

Range MV
1,127 377
2,953 393
7,484 505
3,649 390
7,406 384

116 385

246 357
2,232 340
2,464 400
1,430 420

119 463
1,173 395
1,127 413
2,425 402
7,531 400

cv

0.17
0.12
0.16
0.16
0.07
0.15
0.15
0.13
0.12
0.21
0.19
0.13
0.13

0.15

0.19

Range

179
232
393
208
13
290
295
124
137
288
248
158
239

223

490

Multiplier for
local business tax

%
MV

367
384
454
379
383
361
351
408
342
364
408
372
386

381

380

v

0.09
0.08
0.07
0.10
0.06
0.08
0.10
0.05
0.14
0.14
0.07
0.13
0.10

0.09

0.12

Range

107
136
174
151

99
135
198

64
227
162

78
139
142

139

297

Sources: Federal Statistical Office (regional statistics) and Bundesbank calculations. * Core budgets (debt of municipalities belonging to a
district is allocated to the district). Debt owed to the non-public sector and other government sectors and specific public entities. Mean
value (MV) and coefficient of variation (CV) not population-weighted for the individual aggregates. 1 SH=Schleswig-Holstein, LS=Lower
Saxony, NW=North Rhine-Westphalia, HE=Hesse, RP=Rhineland-Palatinate, BW=Baden-Wrttemberg, BV=Bavaria, SL=Saarland,
BB=Brandenburg, MW =Mecklenburg-West Pomerania, SN=Saxony, SA=Saxony-Anhalt, TH=Thuringia.
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Differences in the budgetary positions of individual municipalities in 2012"

Federal state

Schleswig-Holstein
Lower Saxony

North Rhine-Westphalia
Hesse
Rhineland-Palatinate
Baden-Wirttemberg
Bavaria

Saarland

Brandenburg
Mecklenburg-West Pomerania
Saxony

Saxony-Anhalt
Thuringia

Mean value

Total

Number of
municipalities

1,116
288
396
426

2,306

1,101

2,056

52
419
783
454
219
878

807

10,494

Total debt
€ per capita
MV cv
895 2.03
1,628 0.70
1,750 0.79
3,030 0.52
1,965 0.67
1,036 0.77
2,558 0.46
791 1.06
1,119 0.99
829 0.69
1,423 0.54
926 0.82
1,496 0.84
1,379 0.96

Multiplier for
real estate tax B

%

Range MV
38,428 295
8,866 365
8,364 431
11,360 288
14,739 351
. 344
7,061 338
5,693 312
7,888 359
15,241 334
4,136 401
3,461 357
7,413 371
11,054 350
38,488 345

v

0.16
0.13
0.12
0.15
0.10
0.15
0.15
0.12
0.10
0.10
0.09
0.12
0.10

0.12

0.15

Range

500
340
560
350
820
800
500
210
243
350
350
395
290

439

900

Multiplier for
local business tax

%
MV

329
365
428
339
358
347
335
401
318
309
388
335
355

354

347

v

0.09
0.09
0.06
0.09
0.06
0.05
0.09
0.05
0.10
0.12
0.05
0.11
0.09

0.08

0.11

Range

215
160
220
210
600
165
260
100
250
250
215
234
300

245

700

Sources: Federal Statistical Office, Integrated debt of municipalities and associations of municipalities, as at 31 December 2012, 2014;
regional statistics. * Core budgets and off-budget entities (debt at the district level allocated to municipalities belonging to a district).
Non-public sector debt. No data provided on cash advances or debt in the individual municipalities in Baden-Wiirttemberg. Mean value
(MV) and coefficient of variation (CV) not population-weighted for the individual aggregates.
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probably against the backdrop of at times pro-
nounced budgetary strain, amongst other things.>

By contrast, real estate tax B grew by 16%2% (62
multiplier points) throughout Germany. Due also to
the typically far more extensive per capita expend-
iture in large cities, the highest rates®® in terms of
real estate tax B were recorded by the densely popu-
lated state of North Rhine-Westphalia, where a
noticeably accelerated increase (105 points in total)
was recorded of late, apparently in the form — in
particular — of a consolidation contribution under
the programme to strengthen city finances (Stdr-
kungspakt Stadtfinanzen). Although a high tax level
was recorded in Saxony, the increase of 49 points
was below average. Developments in Hesse, too,
were striking in that a marked rise occurred of late
(122 points in total) from a relatively low level in
2005.56 The dispersion within the individual states
increased perceptibly for the most part in this
regard.>”

All'in all, notably the data regarding cash advances
suggest that there are specific problems in the muni-
cipalities belonging to the states of Saarland,
Rhineland-Palatinate, North Rhine-Westphalia and
Hesse. The distinct increase in multipliers over the
past years and the present levels not only of real es-
tate tax B but also of local business tax, eg in Hesse
and North Rhine-Westphalia, are consistent with this
finding. However, the multipliers in the other states
with high cash advances are below average in some

cases. Higher levels of real estate tax B in both Saar-
land>® and Rhineland-Palatinate, in particular, seem
appropriate if budgetary rules are to be strictly en-
forced.

54 Interpreting the local business tax multipliers is made
more difficult inasmuch as the tax base is often subject to
sizeable fluctuations which are related to macroeconomic
developments as well as to relocations. This may require
considerably higher rates to be applied in crisis years to
ensure a certain revenue level. However, there are also in-
stances of small to medium-sized municipalities such as
Monheim in North Rhine-Westphalia, which attracted a
large number of businesses by switching to a decidedly
low-tax-rate policy, which boosted not only its tax revenue
capacity but also its actual revenue. The growing import-
ance of such locations slows down the development of the
average multiplier.

55 Given that Berlin is a city state, its multiplier of 810%
was not taken into account in this calculation.

56 The most extreme example of this is the municipality of
Nauheim (around 10,000 inhabitants; near Russelsheim in
Hesse) — a participant in the state programme for partial
debt-relief — where the multiplier tripled to 960% between
2013 and 2014. In terms of local business tax, the multi-
plier was increased by not nearly as much in that same
year, ie by 20 percentage points to around 400%.

57 In North Rhine-Westphalia, for example, multipliers in
2005 ranged from as low as 240% in the town of Schloss
Holte-Stukenbrock to 530% in the cities of Bottrop and
Gelsenkirchen. In 2015, the lowest value of 260% (Harse-
winkel) stood only just above the minimum value recorded
in 2005. By contrast, at 876% (Bergneustadt), the highest
value represented a considerably more marked increase
and as much as one-quarter of all municipalities (popula-
tion share of just over two-fifths) had raised the multiplier
above the highest state-wide value of 2005.

58 In the case of Saarland, the deficit would have been
lower by one-fifth if an average multiplier such as that in
North Rhine-Westphalia had been applied and three-fifths
lower if the Berlin multiplier had been applied.
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Significance and impact of high-frequency
trading in the German capital market

Over the past ten years, the significance of algorithm-based trading strategies has grown consid-
erably in international marketplaces, especially in Europe. This has accordingly heightened interest
on the part of central banks and requlators in the potential implications of high-frequency trading
(HFT) on market stability and market integrity.

However, the market impact of HFT to date has been all but impossible to measure, especially
owing to the paucity of available data. In order to provide a stronger basis for a discussion based
on facts, this report presents the first comprehensive empirical studies of HFT in the German
capital market.

The results illustrate the fact that it would be inappropriate to make a sweeping judgment of the
impact of HFT on the financial markets as they depend heavily on the strategies and market
phases under observation, which are also, in some cases, quite varied. This means that, in a calm
market setting, HFT traders make a considerable contribution to liquidity. However, during periods
of high market volatility, the studies show that HFT market makers temporarily reduce their liquid-
ity provision in both Bund and DAX futures. In addition, in times of relatively highly volatile
markets, some HFT participants are particularly active and can thus contribute to trend-amplifying
price movements. The results can also stimulate the requlatory debate on HFT.
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HFT accounts
for key share of
exchange
trading

Recent events
on stock
exchanges have
pushed HFT to
forefront of
public debate

B Introduction

Since the middle of the last decade, investors,
exchange operators and regulators have been
witnessing a remarkable transition in the ways
in which securities and derivative financial
instruments are traded in the financial markets.
Computer algorithms have been making in-
creasing inroads into exchange trading activ-
ities, for instance. Human decisions on which
securities to buy or sell and at what prices are
being replaced with increasing frequency by
specially designed algorithms which are cap-
able of analysing large quantities of data and
initiating hundreds of orders in a fraction of a
second. This trend has been accompanied by
growing competition among stock exchanges,
new regulatory measures (MiFID in Europe,
Reg NMS in the United States) and the appear-
ance of new marketplaces which, in particular,
favour algorithm-based trading." These various
factors, acting in concert, constitute a driver of
structural change in the financial system.

High-frequency trading (HFT), as a sub-category
of general computerised trading, is playing a
key role in this transformative process. It now
accounts for nearly 50% of trading activity in
the most highly liquid segments of the US and
European markets.2 HFT uses new techno-
logical infrastructures and algorithms in order
to profit from high trading speeds based on a
variety of different strategies. Although the use
of speed-based advantages in exchanges is not
an unprecedented approach by any means, the
advent of HFT has made speed a particularly
important factor.

At the beginning of the current decade, HFT
drew the attention of the public and regulators
owing to a series of events on stock exchanges®
which were characterised primarily by price
swings which were rapid and, in most cases,
could not be explained by the fundamentals.
Many observers saw these events as having
been triggered by the activity of HFT algo-
rithms. Recently, such “flash events” have also
been increasingly occurring in the markets for

sovereign bonds, traditionally regarded as
highly liquid and less volatile. Examples include
the US Treasury “flash rally” in October 2014
and the Bund tantrum# in early 2015.> These
extreme events triggered debates on financial
markets” ability to withstand shocks — in other
words, their resilience — and on the impact of
new market players, such as HFT.

Given that HFT accounts for a high share of
trading activity, together with the fact that
opinion on it among investors is sharply divided
and that there is a general interest in new
forms of capital market intermediation, regula-
tors and central banks have been increasingly
addressing the issue of HFT for some years
now. They are looking not only at market in-
tegrity issues but also first and foremost at the
impact HFT has on the ability of markets to
function. To the extent to which HFT impacts

1 The Markets in Financial Instruments Directive (MiFID) is
an EU directive designed to harmonise financial markets in
the single European market. Regulation (Reg) NMS (short
for “national market system”) is a US financial directive
which is intended to enable all investors to place orders at
the best nationwide rate.

2 It is very difficult to precisely quantify the HFT share of
the volume of a specific traded asset. For the US equity
markets, a study by the TABB Group for 2012 (“US Equities
Market 2012: Mid-year review"”) finds that the share is
around 50% (as early as 2005, this share had already stood
at roughly 30%). According to a more recent ESMA study
in 2014, the share of equities trading on European stock
exchanges accounted for by HFT, depending on the under-
lying definition applied, ranges from 24% to 43% of the
equity trading volume and 58% to 76% of the overall num-
ber of orders.

3 A “flash event” is a sudden occurrence of very strong and
rapid price volatility, for which a fundamental cause is often
absent and the path of which is generally reversible.
Examples include the “flash crash” of the US stock market
on 6 May 2010 and a whole series of smaller, but no less
dynamic, events in a variety of asset classes and exchanges.
They have also marked the beginning of a period of inten-
sive study of the topic by researchers and regulators since
2010.

4 The Bund tantrum, which occurred on 7 May 2015, is
seen as the peak of a period of strong price volatility in
German government bonds (Bunds) which lasted from late
April to early June 2015.

5 Central banks and regulatory authorities, in particular,
responded by publishing studies in which they examined
the history and causes of these events. See US Department
of the Treasury (2015), Joint Staff Report, the US Treasury
market on October 15th 2014; R Riordan and A Schrimpf
(2015), Volatility and evaporating liquidity during the bund
tantrum, BIS Quarterly Review, September 2015; BIS (2016),
Electronic trading in fixed income markets, Study by the
Market Committee.

Impact of HFT
on aspects of

market quality
highly interest-
ing ...



... yet hardly
any empirical
studies for
German capital
market to date

Focal points of
study: liquidity
provision, price
efficiency and
price volatility

on various facets of market quality, such as li-
quidity, volatility and price efficiency, it can also
be expected to impact on financial stability.

Owing primarily to a paucity of available data,
empirical knowledge of the actual extent of
HFT activity and its impact is currently limited.
Studies on European capital markets and for
non-stock-market segments — including Ger-
many — are particularly few and far between.
Another factor which makes it difficult to come
to a definitive judgement on the impact of HFT
is that HFT is simply a portmanteau for a wide
variety of strategies. This heterogeneity makes
it a laborious endeavour to identify a unique
impact of HFT on market quality.®

With all that in mind, the present article was
written with a view to helping the reader to
obtain a deeper understanding of the import-
ance of HFT activities and their impact on the
German capital markets. One of the aims is to
address whether the rising velocity of financial
market activities is having an overall positive
impact on the capital markets.” However, the
article is chiefly about the impact of HFT on
liquidity provision during various market phases
and the role of HFT in information processing
and its contribution in periods of temporary
high volatility. Some studies look at the market
for DAX and Bund future contracts at the
micro-second level, the behaviour of HFT
traders when key macroeconomic data are
published and the role of HFT as a market
maker in various market settings. In addition,
the DAX future order book is extensively recon-
structed and evaluated and market data ana-
lysed for potentially conspicuous strategies.
One particular advantage of these studies over
previous research is that current and extensive
data from Eurex, in which each individual HFT
order is labelled, are used.

Deutsche Bundesbank

HFT strategies and
behaviours in different
market phases

MiFID Il defines HFT as a subcategory of algo-
rithmic trading. The key characteristics of HFT
include®

— atechnical infrastructure designed to minim-
ise the time lag for order executions and

— which uses the opportunity, for a fee, to sta-
tion its trading computers in close proximity
to the exchange's servers (co-location) and/
or very high-speed electronic access for
system-determination of the initiation, gen-
eration, forwarding (“routing”) and execu-
tion of individual trades or orders without
any human intervention

— with high intraday message rates of orders,
guotes or deletions.

Overview of HFT strategies

HFT is a portmanteau term that covers a large
number of different strategies. HFT strategies
can be broken down into the following cat-
egories, depending on their objective: statis-
tical arbitrage, directional strategies and pas-
sive market making.® Moreover, there are what
are known as structural strategies which are
based on exploiting structural weaknesses in
the market infrastructure or among individual
market players. Other strategies are also the
topic of critical debate in the public sphere and
among academics.°

6 See US Department of the Treasury (2015), op cit.

7 For more information on this fundamental category, see,
for example, J Weidmann (2014), The macroeconomic
importance of capital markets, speech delivered on 22 May
2014.

8 For more information, see MiFIDII, Article 17 (1) and (2).
9 See Securities Exchange Commission (2014), Equity mar-
ket structure literature review partll: high frequency trad-
ing, Working Paper.

10 These include quote stuffing (see box on pp 55-58),
momentum ignition and strategies whose sole purpose is
to detect movements in the order book and identify liquid-
ity (eg sniping).
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Definition of HFT
pursuant to
MIFID I

HFT comprises
numerous differ-
ent strategies ...
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... such as Statistical arbitrage is designed to exploit price
statistical inefficiencies between related products or
arbitrage ...
markets. For example, such a strategy takes
advantage of temporary price discrepancies
between highly correlated products, such as an
exchange-traded fund (ETF) and the underlying
basket of individual securities.
... directional In directional strategies, HFT traders take

strategies and
passive market
making as the
best-known
categories

Impact on
market stability
depends on type
of strategy and
market setting

unhedged positions based on anticipated price
changes and mostly trade in the direction of
the short-term price trend. One type of direc-
tional strategy is “news trading”, in which the
objective is to respond to new public informa-
tion as fast as possible in order to generate fast
profits (see the box on pages 47 to 49).

Passive HFT traders, acting as market makers,
provide liquidity and continuously update their
bid-ask spreads to reflect the market situation.
Their primary sources of income include, along-
side the bid-ask spread, fees for liquidity provi-
sion services offered by some trading platforms,
primarily in the United States.”

Some of the strategies being pursued by HFT
traders are suspected of amplifying or even
causing market turmoil, depending on the mar-
ket setting and aggressiveness of their imple-
mentation. Therefore, a closer look should be
taken not only at market integrity but also pri-
marily at the impact on stability. While the stat-
istical arbitrage is not an issue here, as it only
causes the prices of various products on one
platform or the same products on different
platforms to adjust more quickly, directional
strategies, in particular, can contribute to
stronger price movements. Whether or not
they also cause major price swings depends
not least on the liquidity provided during the
respective market phase. Therefore, the focus
of the empirical studies in the next sections
will be, in particular, on directional and passive
market making strategies.

Behaviour of HFT participants
in different market phases

The following section will study the general
trading behaviour of HFT participants and
slower traders before going into detail on spe-
cific HFT strategies. It will also study whether
the behaviour of market players differs in
periods of high and low volatility.”> On the
basis of the implied volatility index on the DAX
(VDAX), a trading week of heightened volatility
(March 2014), as well as a week of low volatil-
ity (June 2014) are identified. The underlying
Eurex data are described in the box on page 42.

For a more detailed analysis of HFT partici-
pants’ trading behaviour, orders initiated by
market participants will be divided into active
and passive orders.’ Market orders or limit
orders which are executed immediately™
(liquidity-consuming) are regarded as active
orders. By contrast, limit orders which are not
executed immediately and which transmit
liquidity to the order book (liquidity-providing)
are regarded as passive orders. In the follow-
ing, market participants which issue an active
(passive) order at a given point in time are
referred to as active (passive) HFT participants.

11 See SEC (2010), Concept release on equity market struc-
ture, Working Paper. These “maker-taker” pricing systems
have been used increasingly on electronic marketplaces
since the late 1990s, including the NYSE and the NASDAQ.
12 For details regarding the method, see K Schlepper,
High-frequency trading in the Bund futures market,
Deutsche Bundesbank Discussion Paper No 15/2016; as
well as J Breckenfelder (2013), Competition between high-
frequency traders and market quality, Working Paper.

13 For more information on this approach see, for ex-
ample, J Brogaard, T Hendershott and R Riordan (2014),
High-frequency trading and price discovery, The Review of
Financial Studies 27 (8), pp 2267-2306; or J Brogaard
(2011), High-frequency trading and volatility, Working
Paper.

14 Market orders are orders where the given number of
securities should be traded immediately at the currently
most favourable rate or as soon as possible. A market order
expresses the contractor’s preference for time over price.
Limited orders are orders to buy (sell) a security at a given
price or below (above) it. The purpose of these conditional
orders is to give traders protection against a transaction at
unfavourable conditions. A limit order thus expresses the
contracting party's preference for price over time.

Active trading
orders consume
liquidity, passive
orders provide
liquidity



In times of
heightened
market stress,
HFT participants
increasingly pur-
sue momentum
strategies ...

...and, in
addition ramp
up their trading
activity with
increased
volatility

The next step will be to study which market
players tend to, on average, go in line with
market movements (momentum strategy) or
contrary to the market (contrarian strategy).
Active traders mainly follow momentum strat-
egies in the Bund future market, whereas pas-
sive traders, on average, buck the price trend.
Consequently, passive orders dampen volatility
— irrespective of the current market setting: in
both the heightened-volatility and low-volatility
weeks, active traders follow a momentum trad-
ing strategy, while passive market makers show
contrarian trading behaviour. However, HFT
participants change from contrarian strategies
in calm market phases to momentum trading
strategies during periods of heightened market
stress.

A further analysis of the two weeks shows that
both active and passive HFT participants ramp
up their trading activity in the high-volativity
week, whereas in the calm week their trading
activity remains relatively constant across vari-
ous levels of volatility.’™ Slower traders (non-
HFT participants) do just the opposite: in the
high-volatility week, they reduce their trading
in inverse proportion to the increase in volatil-
ity. One reason for the positive relationship be-
tween volatility and active HFT participants’
trading activity could be that these traders see
more opportunities for short-term gains in
times of major price swings. Another possible
explanation is that HFT participants acting in
the direction of the market are the cause of the
higher volatility. In the absence of a specific
exogenous event or an appropriate statistical
instrument,'® it is impossible to identify an
exact causality.” In the case of passive HFT par-
ticipants, the direction of causality between
their trading activity and the volatility is likewise
unclear. It is important to note that these
traders are more likely to exercise their limit
orders in periods of volatility. It is accordingly
unclear whether passive HFT participants prefer
an environment of heightened price volatility or
whether the heightened volatility simply leads
to more orders being placed, particularly if they
are close to the best bid-ask prices. Owing to

Deutsche Bundesbank

this endogeneity problem, at this juncture it is
possible only to establish a positive relationship
between the activity of active and passive HFT
participants and volatility, but not a specific
causal relationship.

In conclusion, active HFT participants who
trade in the direction of the price movement
predominate in the more turbulent market
phase and increase their activity as volatility
rises. This results in an increased risk of HFT
participants even amplifying excessive price
volatility in times of jittery markets.

Example of a directional
strategy — news trading

A subject of the study was “news trading”,
which means trading in response to important
news. Since this is a direct response to the an-
nouncement of news, news trading is of spe-
cific relevance to active HFT participants, whose
orders are executed immediately. Since HFT
participants can make particularly good use of
their speed advantage, news trading strategies
are widely used among them.

It is known that the publication of important
macroeconomic data plays a major role in the
markets for government bonds. Yields in Euro-
pean bond markets often respond the strong-
est just on either side of the announcement of

15 This result is largely confirmed by empirical studies in
other markets (see E Boehmer, K Fong and J Wu (2012),
International evidence on algorithmic trading, Working
Paper; A Chaboud, B Chiquoine, E Hjalmarsson and C Vega
(2014), Rise of the machines: Algorithmic trading in the for-
eign exchange market, Journal of Finance, 69 (5), pp 2045-
2084). The realised variance, which represents the sum of
the squared yields per time interval (here: 1 minute), is used
here as a measure of volatility.

16 The objective of a statistical instrument is to have max-
imum correlation with the explanatory variable but to be
uncorrelated with the dependent variable in order to avoid
endogeneity problems. In order to measure, for instance,
the impact of HFT on volatility, the instrument should be
highly correlated with HFT activity but be as uncorrelated
as possible with market volatility.

17 See, for example, E Benos and S Sagade (2012), High-
frequency trading behaviour and its impact on market
quality: evidence from the UK equity market, Bank of Eng-
land Working Paper; or J Brogaard (2011), op cit.
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Causal link
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and volatility
not definitively
established,
however

Speed is very
advantageous
when respond-
ing to news

Announcement
of macro-
economic data
particularly rele-
vant in the case
of government
bonds
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Eurex datasets

The empirical studies outlined are based on
two different datasets for DAX and Bund
futures. The first dataset comprises a week
of relatively high volatility, 6-13 March 2014
(during the Crimean crisis), and a week of
relatively low volatility, 3-10 June 2014,
when the DAX reached a new all-time high
of over 10,000 points. These two volatility
phases were determined using the DAX's
implicit volatility index (VDAX). In the March
week during the Crimean crisis, the VDAX
reached a level approaching 20, with a
mean of 17.2, compared with an average
level of 14.1 in the preceding six months. In
the June week, the VDAX was at an aver-
age level of 13.4, compared with a mean
value of 16.7 over six months. The second
dataset comprises individual trading days
between July 2013 and June 2014 on which
significant macroeconomic news was pub-
lished. These are the publication dates for
the ECB Governing Council’s interest rate
decisions, ie the first Thursday of each
month in the year under review, and for US
labour market data, ie the first Friday of
each month. The latter refers to nonfarm
payroll data, meaning those newly created
jobs in the US economy each month which
have the greatest effect on yields in the
global sovereign bond markets. The data-
sets were supplemented by individual,
highly volatile trading days. Each individual
trading day includes all order book activ-
ities, ie all the relevant information on con-
ducted transactions as well as bid-ask prices
and volumes, plus modifications and order
cancellations. The timestamp of the trans-
actions and other order book activities is
given in microseconds; all activities are add-
itionally assigned a ranking position within
these microseconds. Since existing empir-
ical studies, on the other hand, are usually
based on milliseconds or a lower frequency

(eg Brogaard et al (2013), Gao and Mizrach
(2013)), this extremely high data frequency
enables particularly granular analysis.

Another key feature of the Eurex data is
that they contain an HFT (high-frequency
trading) identifier, which has the value 1 for
HFT traders and O for non-HFT (NHFT)
traders. It is based on a method developed
by Eurex and used exclusively within the
organisation. The idea of this is to investi-
gate which traders exhibit HFT-typical be-
haviour on the basis of incoming orders
placed by individual trading participants.
First, a theoretical distribution of incoming
transactions is determined on the basis of
all the observed transactions; this shows,
for example, the average number of orders
entering the trading system per day at par-
ticular intervals from each other. Finally, this
is compared with the actual distribution of
transactions by each trading participant. If
the expected values are significantly ex-
ceeded within the smallest time intervals
(at the microsecond level), the participant is
classified as an HFT trader. Therefore, the
Eurex method'’s classification principle is
based on the observed frequency of con-
secutive transactions by individual trading
participants. The participants are only classi-
fied as HFT traders if these values are con-
siderably higher than the average expected
value overall. The group of NHFT traders
therefore encompasses traditional investors
as well as those computer algorithms which
exhibit longer time intervals between orders
submitted than HFT traders do. The result-
ing individual allocation of an HFT identifier
may deviate from the HFT identifier based
on legal requirements.



Bund future
yield responds
strongly to US
labour market
data

the monthly US labour market data and
ECB Governing Council interest rate decisions.
The behaviour of HFT participants upon the
publication of these monthly Bund future mar-
ket data between July 2013 and June 2014 will
therefore be examined in greater depth
below.'® An additional advantage of this analy-
sis compared with previous studies of HFT
strategies in various market phases is that the
announcement of macroeconomic news can
be regarded as an exogenous event' and is
generally a source of high short-term volatility.
In addition, there is little empirical literature on
the behaviour of HFT participants on either side
of the announcement of data.?°

First, HFT activity seconds before and after pub-
lication of the US labour market data is exam-
ined relative to average activity on each re-
spective date.?” A more detailed statistical
analysis encompasses both US labour market
data and the ECB Governing Council’s interest
rate decisions (see the box on pages 47 to 49).
The chart on page 44 shows that post-
announcement Bund future volatility rises
sharply, on average, but already reverts to nor-
mal after just a few seconds. A clear difference
between HFT and non-HFT participants in terms
of behaviour emerges. Liquidity-consuming HFT
participants are between around 10% and
30% more active just before and after the an-
nouncement of data than the daily average. By
contrast, liquidity-consuming non-HFT partici-
pants increasingly pull out of the market, pos-
sibly because they are aware of their slower
speed in response to the news. While passive
HFT participants become more active only after
the announcement, passive non-HFT partici-
pants likewise display above-average activity
around the publication of data. However, this is
due to the fact that their limit orders can adapt
quickly enough to the information and are
ultimately executed by the more aggressive
orders issued by active HFT participants.

The next step will be to examine whether HFT
participants trade in the direction of, or con-
trary to, market movements after the an-

Deutsche Bundesbank

nouncement of news. Surprisingly high em-
ployment gains in the United States tend to
trigger expectations of rising inflation and pol-
icy rates. Therefore, in keeping with the inter-
national comovement of interest rates, Bund
future prices will generally also fall in response
to good employment figures and rise whenever
these figures deviate negatively from the ex-
pected value.??2 The chart on page 45 shows
the order flow (net order volume, ie the num-
ber of buy orders minus the number of sell
orders) of HFT and non-HFT participants as well
as the yield on Bund futures just before and
after surprisingly positive US labour market
data.?® According to this chart, active HFT par-
ticipants trade in the direction of the market in
the second of the announcement and show
above-average trading activity. Therefore, it
stands to reason that their activity is part of the
cause of the strong initial price movement. As
sales and purchases by passive HFT participants
are balanced in this period (order flow close to
0), HFT participants are net liquidity consumers,
rather than providers, in the volatile phase
owing to the publication of data.?* The chart
on page 45 illustrates that passive non-HFT

18 During this period, US labour market data were an-
nounced on the first Friday of each month and the deci-
sions of the ECB Governing Council on the first Thursday of
each month at a previously known time.

19 See A Chaboud, B Chiquoine, E Hjalmarsson and C Vega
(2014), op cit.

20 Only one comparable study exists for the US Treasury
markets: G Jiang, | Lo and G Valente (2013), High-frequency
trading around macroeconomic news announcements: Evi-
dence from the US Treasury market, Working Paper. Further
macroeconomic data studies for other markets include
A Chaboud, B Chiquoine, E Hjalmarsson and C Vega
(2014), op cit, in the foreign exchange market and J Bro-
gaard, T Hendershott and R Riordan (2014), op cit for the
US equity market.

21 The graphic analysis incorporates only labour market
data since breaking down macroeconomic data into posi-
tive and negative surprises is more clear-cut than breaking
down interest rate decisions along the same lines.

22 In the underlying study, the median of analyst estimates
reported by Bloomberg is used as the expected value.

23 The result is less meaningful for surprise bad news, as a
result of, inter alia, outliers and a small number of observa-
tions.

24 This result runs counter to the study by J Brogaard,
T Hendershott and R Riordan (2014), op cit, for the US
equity market, according to which, in the aggregate, HFT
traders dampen volatility owing to the preponderance of
passive market makers.
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....and can
generate profits
nearly instant-
aneously

Trading activity upon release of
US labour market data’
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participants occupy the other side of the pos-
itions of active HFT participants.

The statistical analysis (see the box on pages 47
to 49) supports the graphic results: active HFT
participants respond at the second of the pub-
lication in the direction of the surprise compon-
ent of the news. Following this initial response,
the sign of the order flow reverses itself after a
few seconds, which would suggest that the ac-
tive HFT participants have already realised their
trading gains.

The results show news trading behaviour which
is typical of HFT, and which is based on fast and
relatively aggressive trading: HFT players use
their speed advantage to buy or sell Bund
future contracts in response to the data at a
favourable price as the new information has
not yet been incorporated into the price. Once
slower market participants have also responded
to the news with a time lag and have amplified
the initial price movements with their trades,

active HFT participants then close their pos-
itions. They generate, in a very short period of
time, significant gains, in some cases, depend-
ing on the strength of the market reaction.

Passive non-HFT participants issuing orders
against the market trend following the an-
nouncement of news cannot adapt their orders
quickly enough and thus fall victim to “adverse
selection”: their orders are executed by orders
of active HFT participants at prices that are not
favourable to them. It can be empirically con-
firmed that passive non-HFT participants in-
creasingly withdraw even before the news is
announced in such market phases.

The trading behaviour of HFT participants is
statistically significant only in the first second
after the data are announced. For more de-
tailed results regarding market players’ initial
reactions, the box on pages 47 to 49 studies
the publication of macroeconomic news on the
basis of transactions (ticks). The results show
that, on the one hand, active HFT participants
contribute significantly more to price efficiency
than active non-HFT participants: their activity
causes new information to be incorporated
into prices more quickly. On the other hand,
their immediate and aggressive trading in
response to price-relevant news triggers a very
high short-term volatility, an “overshooting” of
sorts. It should be borne in mind that prices are
not made more informative by the activity of
HFT participants as such. The latter would be
the case if their trading were to create new in-
formation which would not be incorporated
into prices without their actions.?> Rather, the
contribution made by these traders to higher
price efficiency is that new information is fac-
tored into prices microseconds faster than
would have been the case in their absence.
However, the economic value of prices which

25 See also J Hirshleifer (1971), The private and social value
of information and the reward to inventive activity, The
American Economic Review, 61, pp 561-574; and T Fou-
cault (2016), Where are the risks in high frequency trad-
ing?, in Banque de France, Financial Stability Review,
No 20, April 2016.

Orders of
passive non-HFT
participants
executed by fast
HFT orders

Rapid action by
HFT participants
leads to higher
price efficiency,
but also to
increased short-
term volatility



Liquidity provi-
sion is of great
importance,
particularly in
times of stress

HFT participants
increasingly
delete orders in
periods of more
highly jittery
markets ...

... and provide
less liquidity

as volatility
increases

are more efficient by fractions of a second is
difficult for the human observer to compre-
hend.

Example of a passive strategy —
market making

A fear among regulators and market partici-
pants is that passive HFT participants provide
liquidity only in calm market phases and tend
to withdraw it in times of stress, where liquidity
is particularly needed.?¢ Such behaviour also
has implications for financial stability, as in the
case of market shocks a reduced supply of
liquidity could even intensify the shock.?’

When analysing the provision of liquidity in
Bund futures, a distinction is made between a
period of unexpected volatility triggered by a
surprise increase in traders’ risk aversion, such
as the Crimean crisis in March 2014, and a
phase of expected volatility, such as when the
US labour market data are announced.?® In
order to assess whether the liquidity increases
or decreases at any given point in time, a dele-
tion ratio, defined as the ratio of orders deleted
from the order book to new orders over a given
time period.?®

HFT participants exhibited a deletion ratio of
77% in the volatile week in March 2014, which
was higher than in the calm week in June 2014,
at 72%; for non-HFT participants, by contrast,
there is virtually no discernible difference. This
suggests that the provision of liquidity by non-
HFT participants is more constant across vari-
ous market phases.

Furthermore, one sees that a surprise increase
in volatility in the turbulent week in March led
HFT market makers to increasingly cancel their
posted limit orders.3° Non-HFT participants did
the opposite: when volatility was higher, they
withdrew fewer orders. In the calmer trading
week in June, both HFT and non-HFT partici-
pants tended to delete fewer orders as volatility
increased. As the week in June was a period in

Deutsche Bundesbank

Trading behaviour upon release of US
labour market data’
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which markets were not very jittery, a slight up-
tick in volatility during such a period does not
appear to be cause for HFT traders to withdraw

26 See European Securities and Markets Authorities (ESMA)
(2011), Report of trends, risks, and vulnerabilities, European
Securities and Markets Authorities, Working Paper; and
Australian Securities and Investments Commission (ASIC)
(2012), Report 331: Dark liquidity and high-frequency trad-
ing, Working Paper.

27 See Y Ait-Sahalia and M Saglam (2014), High-frequency
traders: taking advantage of speed, Working Paper.

28 See K Schlepper (2016), op cit.

29 On the basis of order deletions, a more detailed analysis
of the impact of volatility on the provision of liquidity by
market players can be conducted than is possible based on
transaction data. For transaction data (see eg A Chaboud,
B Chiquoine, E Hjalmarsson and C Vega (2014), op cit, and
J Brogaard, T Hendershott and R Riordan (2014), op cit) the
traded volume is used to measure the provision of liquidity.
However, as this is highly correlated with volatility, previous
studies often suffer from an endogeneity problem. For
example, E Benos and S Sagade (2012), op cit, argue that,
in periods of higher volatility, passive limit orders are more
likely to be carried out, thus automatically increasing the
trading volume.

30 To this end, a dummy variable is created which has a
value of 1 if the deletion ratio exceeds the average figure
for the whole week during the interval (1 minute) and 0
otherwise. This variable was regressed on the volatility in
the preceding minute using a probit method.
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Liquidity provision around the time of publication of US labour market data
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HFT traders also
delete an exces-
sive number of
trading orders
before the
announcement
of US labour
market data

entire trading day is shown.
Deutsche Bundesbank

their liquidity from the market. The fact that
they responded much more sensitively to mar-
ket fluctuations in the more turbulent week
could indicate the existence of certain volatility
thresholds which, if overshot, cause HFT traders
to deem the market too risky and to increas-
ingly pull out. In addition, during such periods
HFT traders have no information advantage
over non-HFT participants, unlike, for example,
is the case regarding the announcement of
news, which HFT traders can process faster
than slower market participants. Thus, from a
certain stress level, HFT participants increas-
ingly cut back their supply of liquidity in order
to avoid higher hedging costs when perform-
ing their market-making activities.

Furthermore, the empirical results show that
both HFT and non-HFT participants delete an
excessive number of orders compared to the
average on that trading day even minutes be-
fore the publication of US labour market data —
and thus prior to the period of expected volatil-

ity. For HFT traders, however, the deletion ratio
is significantly higher than that for slower
traders. Looking at the new orders relative to
all order book activity on either side of the an-
nouncement of US labour market data, the
order rates of HFT and non-HFT participants
can be seen to diverge (see the chart above):
while HFT traders place an above-average num-
ber of orders in the minutes prior to the an-
nouncement, activity decreases just prior to the
announcement. At the same time, orders from
non-HFT participants go up sharply.

The results show that, irrespective of the nature
of volatility — expected or unexpected — HFT
participants provide less liquidity as market
stress rises and increasingly pull out of the
Bund future market. As the increase in the
volatility is anticipated ex ante when significant
macroeconomic news is published, the orders
are already increasingly deleted prior to the
announcement, whereas if the rise in volatility
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Empirical evidence of HFT participants’ reaction to the

publication of important news

Especially when important news such as US
labour market data and ECB Governing
Council interest rate decisions is published,
high-frequency trading (HFT) participants
can use their speed advantage, and react
within the first few seconds after the an-
nouncement. On some days when US la-
bour market data are published, up to
around 500 transactions may take place
during the second in which the announce-
ment is made. To obtain a more accurate
picture of HFT participants’ initial reaction,
which generally takes place within millisec-
onds or even microseconds, the following
statistical analysis is performed at the tick
level. This also reduces potential endogene-
ity problems because individual transactions
can be analysed sequentially.” The following
vector autoregressive model (VAR model)
with 10 lags is used to capture market par-
ticipants’ reactions to the announcement of
US labour market figures and ECB interest
rate decisions and to measure the effect on
the Bund future return:

! !
re=a+Y BOFM + ORI
i=1 =1

! !
+) S+ Y iDs +en
=1 =0

l l
OFM' = k+ Y nOF! + 3" NOF"]!

=1 =1
! !
I Z Viti—i + Z & D; + €24
=1 =0

l l
OF™' = ¢+ " pOFM! +> " rOF")
i=1

7
=1

l l
ol E ViTe—; + E ;D + €3¢,
7=l 1=0

Here, the dummy variable D is entered as
an exogenous variable; it takes the value of
1 at the time data is released and 0 other-

wise. OF denotes the net order flow of HFT
and non-HFT, and r is the log of the Bund
future return at time ¢. The other variables
are coefficients estimated using the max-
imum likelihood method. A Cholesky de-
composition is applied to transform the
VAR model into a vector moving average
(VMA) form which can be used to identify
the impact of HFT and non-HFT activity on
returns:

ro O\ (aLBDeL) (e
OFM* | = (d(L)e(L)f(L) | | ea
OF/"*t g(L)L(L)k(L)) \esz
Q(L)) X1
+ T(L) X2,t
’M(L) X3,t

The standard errors are orthogonalised,
such that e,e,” = I, allowing causal conclu-
sions about shocks from individual elements
of e, The polynomials a(L) to k(L) repre-
sent the impulse-response functions of the
three variables to shocks, while ¢(L) to
u(L) capture the cumulative impact of the
dummy variable on the three dependent
variables. Furthermore, b(L) and ¢(L) rep-
resent the impulse-response functions of
the HFT and non-HFT order flow, respect-
ively, and can be interpreted as permanent
price effects of an innovation in the order
flow of HFT and non-HFT.

The upper table on the following page
shows the effect that ECB interest rate deci-
sions and NFP releases have on the order

1 When using time intervals, a large number of trans-
actions occur simultaneously (ie within one second, for
example). The number of transactions also varies
strongly, ranging from five transactions in the case of
an ECB interest rate decision up to 1,330 transactions
following a US labour market report in the second
after publication. A tick-based analysis also allows the
variability to be taken into account, which is not pos-
sible in an analysis based on fixed intervals.
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The effect of news on trading behaviour

Passive
Item Active HFT Active NHFT ~ Passive HFT ~ NHFT HFT NHFT
Short-term effect (tick = 0) —-0.089 0.004 -0.019 0.065 -0.099 0.096
Standard error (0.304) (0.237) 0.16) (0.346) (0.292) (0.316)
Long-term effect (tick = 10) —6.715*** -0.875 0.967 5.686*** —5.892%* 5.709***
Standard error (1.764) (1.228) (0.654) (1.89) (1.704) (1.7)
Long-term effect — short-term effect —6.626***  -0.879 0.986 5.621***  —5793** 5.613***
Standard error (1.79) (1.251) (0.673) (1.921) (1.729) (1.729)

* Statistically significant at 10%, ** at 5% and *** at 1%.
Deutsche Bundesbank

The effect of trading behaviour on the Bund future return

Item Active HFT Active NHFT Active HFT — NHFT
Short-term effect (tick = 0) 0.069** 0.081*** -0.012
Standard error (0.031) (0.032) (0.045)
Long-term effect (tick = 10) 0.607*** 0.120* 0.486***
Standard error (0.063) (0.067) (0.092)
Long-term effect — short-term effect —6.626*** -0.879 —5.793***
Standard error (0.07) (0.074) (0.102)

* Statistically significant at 10%, ** at 5% and *** at 1%.
Deutsche Bundesbank

flow of HFT and non-HFT, given by r(L)
and u(L) in the model. This shows that
only active HFT and passive non-HFT partici-
pants display a significant reaction to the
data release. Within the first 10 ticks, HFT
participants trade in the direction of the
market; this effect becomes stronger the
more ticks are considered. Passive non-HFT
participants show the opposite reaction be-
cause they take the other side of the active
non-HFT participants’ trades that are exe-
cuted.

The results of the impulse-response func-
tions for active market participants? (see the
lower table on this page) show that both
HFT and non-HFT order flows have a signifi-
cant positive short-term effect on the re-
turn. While the effect expands for HFT
participants over the subsequent 10 ticks
(long-term effect), it decreases slightly in
the case of non-HFT participants. The chart
on page 49 shows the cumulative impulse-
response functions (IRF) for 10 events into
the future and their 95% confidence bands.

The IRF of HFT participants after 10 ticks is
around five times higher than that of non-
HFT participants. This reveals that a shock in
the HFT order flow has a 400% greater
price effect than a comparable shock in the
non-HFT order flow. This suggests that HFT
orders contain more information than those
of non-HFT participants. This finding is cor-
roborated by the significant difference be-
tween the IRFs of HFT participants and non-
HFT participants (Column 3 in the lower
table on this page). Nevertheless, the
stronger information efficiency found in the
first 10 ticks applies only to a time-span of
milliseconds. The economic benefit result-
ing from this seems doubtful. It is also
unclear whether trading by active HFT par-

2 The analysis is confined to active market participants,
since they initiate the trades and thereby contribute to
price discovery. This is also consistent with the method
of T Henderschott and R Riordan (2011), Algorithmic
trading and information, working paper; and A Cha-
boud, B Chiquoine, E Hjalmarsson and C Vega (2014),
Rise of the machines: Algorithmic trading in the foreign
exchange market, Journal of Finance, 69(5),pp 2045-
2084.



ticipants in response to news generates a
purely informative contribution or whether
this creates additional unwanted short-term
volatility (white noise). Generally speaking,
volatility can have both a permanent
(information-based) component and a tran-
sitory component. These two components
are therefore decomposed using the vari-
ance decomposition method developed by
Hasbrouk (1991 and 1993). The aim of this
is to gauge the impact of active HFT and
non-HFT transactions on the share of per-
manent and transitory variance. According
to Hasbrouck, the observed price can be
written as

Py = my + S,

where m, describes the permanent com-
ponent and s, denotes the transitory com-
ponent or the error term. In this context,
the error term may be interpreted as the
lagged adjustment of the price to new in-
formation. On this basis, the variances of
the permanent and transitory components
can then be calculated as a function of the
coefficients of the VMA process and the
variance-covariance matrix.3 We find that,
at 9.2%, HFT participants make a signifi-
cantly larger contribution to permanent
variance than non-HFT participants (0.4%).
However, through their more aggressive
trading, HFT participants also contribute
much more strongly to transitory variance,
which, at 33.4% after 10 ticks, is more
than ten times higher than the figure for
non-HFT participants (just 2.3%). The
information-to-noise ratio for HFT partici-
pants is therefore well below 1, indicating
that their rapid trading generates more
transitory than information-based variance.
It can be concluded from this that, as a rule,
active HFT participants “overshoot the
mark” in response to macroeconomic news.
This means that they do act in the direction
of the market movement in line with the

Deutsche Bundesbank

Impulse-response functions” upon
release of US labour market data

Basis points == High-frequency trading
+08 === Non-high-frequency trading
GRS,
(V) 1 KRR
+0.6 95% confidence level (S s
RIS
@58 RS
+0.4 SRR g e
R B K XS
e ot
O s
+0.2 SRR

o 1 2 3 4 5 6 7 8 9 10
Transactions

Sources: Eurex, Bloomberg, and Bundesbank calculations. * Ef-

fect of an increase by 1 standard deviation in the net volume

of orders (ie the number of buy orders minus the number of
sell orders) on the Bund future return.

Deutsche Bundesbank

surprise component of the news, thus con-
tributing to the price discovery process.
Nevertheless, their reaction appears exces-
sive measured in terms of the long-term
implications of the news for the price.

3 For more details, see J Hasbrouck (1993), Assessing
the quality of a security market: a new approach to
transaction-cost measurement, Review of Financial
Studies 6, pp 191-212; K Schlepper, High-frequency
trading in the Bund futures market, Deutsche Bundes-
bank Discussion Paper No 15/2016; and E Benos and
S Sagade (2012) High-frequency trading behaviour and
its impact on market quality: evidence from the UK
equity market, Bank of England working paper.
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Limit order book
as a key elem-
ent for under-
standing the
market ...

... represents
overall liquidity

Price discovery
process takes
place in the LOB

comes as a surprise, these deletions occur only
once the markets have responded.

The importance of
HFT traders in the limit
order book

One essential component for a better under-
standing of HFT is taking a closer look at the
environment in which its HFT algorithms inter-
act with other market players. On nearly all
regular trading platforms, this interaction takes
place in the limit order book (LOB). All incom-
ing and not immediately executable limited buy
and sell orders are entered into it. Market
orders, ie orders which are not limited and are
instead placed to be executed immediately, are
not entered directly into the LOB. Market
orders nevertheless have an impact on the LOB
because they interact with the limited orders
entered into it through orders being executed.
Orders are processed in the electronic trading
system of the given stock exchange according
to a fixed set of rules (market model) known to
the market players in terms of their priority for
execution.?!

At each point in time during the trading pro-
cess, the LOB — the aggregate total of all unex-
ecuted limited buy and sell orders — represents
the total demand and supply sides for the
financing instrument. The LOB at time ¢ thus
represents the liquidity which is available at any
given time for executing transactions for mar-
ket players (see chart on page 51).3233

A transaction takes place in the LOB if a new
buy (sell) order arrives or if an existing order is
modified in such a way that it overcomes the
bid-ask spread and can be executed with a sell
(buy) order on the other side of the LOB. Price
discovery is therefore a complex process result-
ing from the constant individual entry, deletion
and modification of orders by market partici-
pants and the ensuing transactions at the
respective best price.

The processes running in the order book in the
trading of a highly liquid financial instrument,
such as the DAX or Bund future, are very
numerous and complex and considerably in-
crease the amount of work required for an LOB
analysis.3* From a regulatory perspective, an
LOB analysis nevertheless affords a significantly
better insight into the price discovery process,
which is one of the most important functions
of securities and futures markets and to which
must be ascribed major economic relevance
for the allocation of capital and for financial
stability.

A comprehensive analysis of the LOB makes it
possible to investigate a number of questions
concerning the German capital market about
which there has so far been little economic
research. An investigation is made, for ex-
ample, to determine the fundamental micro-
structural characteristics of the LOB (such as
execution times of orders) for ultra-short time
scales and with special consideration of HFT
orders. It is now also possible to answer the
question as to where in the order book HFT
traders place their orders and how large their
share of the liquidity provided in the LOB is. A
similarly important aspect is the dynamics of
the provision of liquidity by HFT and NHFT par-
ticipants over time. The LOB analysis also sup-
plies answers to the question of whether there
are particular periods in which one or even

31 In most market models, the order of priority is set ini-
tially by the price at which the investor is prepared to buy
or sell the security in question. At the second level, if there
is more than one order at a given price, there is a further
prioritisation according to the time at which the order
entered into the LOB (with older orders that arrived earlier
being given priority over more recent ones).

32 Most stock exchanges grant their market players a par-
tial or even complete insight in real time into the current
status of the LOB (open order book).

33 See M Gould et al (2013), Limit Order Books, Journal of
Quantitative Finance, 13 (11), pp 1709-1742; and M Pad-
drik et al (2014), Effects of Limit Order Book Information
Levels on Market Stability Metrics, OFR working paper.

34 For the sample of DAX future data examined in the LOB
analysis, the volume of a normal daily rate of data fluctu-
ates between about 0.9 million and 7 million individual
events in the order book, of which each is registered with
several dozen information units (such as the limit price, the
precise time, the number of contracts, the identifier as an
HFT order, etc). HFT data and the related research therefore
have a marked “big data” character.

First-time analy-
sis of the order
book for very
small time scales
and taking
account of HFT
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ingful dataset

Just under half
of all activities
in the order
book are HFT

Deutsche Bundesbank

Representation of an order book

Depth of the order book (number of securities offered or in demand)

Buy side Sell side
9 [ HFT buy order B HFT sell order
8 [ NHFT buy order ] NHFT sell order
7 PP Newly arriving limited
Newly arriving limited (S EIIg)
6 - NHFT buy orders I HFT sell orders
5 v
4
3
Bid-
2 ask-
1 spread
+—>
' N
9873.0 9873.5 9874.0 98745 9875.0 98755 9876.0 9876.5 9877.0 9877.5 9878.0 98785 9879.0
Bid price Mid price Ask price
Price

Deutsche Bundesbank

both parties significantly reduce their presence
in the LOB (liquidity holes).

Both for the composition of the LOB at a given
point in time and for the analysis of the LOB
dynamics over time, it is sufficient if the
sequence of the individual order entries, modi-
fications and deletions as well as partial or full
executions are processed in a way that is con-
sistent with the set of rules of the trading plat-
form. Using the available Eurex order data and
the HFT identifier, it is therefore possible to re-
construct the situation in the LOB at virtually
any time down to the level of a microsecond.

From the available Eurex data sample, a small
selection of 12 individual trading days from
2013 to 2015 is made for the DAX future. The
selection of trading days is guided by the
requirement that the sample should include
both normal days characterised by calmer trad-
ing and those marked by higher intraday vola-
tility and dynamic, strongly news-driven market
activity.3>

Characteristics of the LOB

The 12 selected trading days of the DAX future
contain a total of around 21.1 million order
activities. Of the roughly 1.75 million daily LOB

events, 52.2% are due to HFT traders and
47.8% to NHFT participants. For the actual con-
tract volume, the figures are 41.3% for HFT and
58.7% for NHFT. On average, an executed HFT
order is 1.31 contracts in size. For an NHFT
order, the figure is 1.68.

The image of steady, continuous market activ-
ity on time scales such as minutes or seconds
becomes more and more discrete and unsteady
when progressively “zooming into” shorter
time scales in the sub-second range.3¢ The
granularity of market activity at the millisecond
or microsecond level therefore plays a big part
in the analysis of high-frequency order book
data. A continuous time flow with an approxi-
mately steady level of activity on time scales
that can be perceived by human beings is thus
often transformed into a discrete sequence of

35 The days studied in the LOB analysis are 5 July 2013,
2 August 2013, 6 September 2013, 2 October 2013, 8 No-
vember 2013, 6 December 2013 (NFP days), 3 to 6 June
2014, 9 June 2014 (normal days), and 7 May 2015 (very
high volatility). For four of these days (2 August 2013,
6 September 2013, 3 and 10 June 2014), the LOB is recon-
structed in an extensive analysis down to the level of a
microsecond.

36 It is thus not unusual, for example, for there to be
periods at the level of one second in which several hundred
orders or price discoveries occur within the space of a
second. Conversely, there are many seconds in which no
activities whatsoever occur in the LOB. A one-second vola-
tility has widely differing implications in such circum-
stances.
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Time until an
HFT order is
executed very
much shorter
than in the case
of NHFT

Average time span before a new
LOB activity”

in seconds

LOB activity HFT NHFT

New order 0.0143 0.0436
Modification 0.0132 0.0256
Deletion 0.0118 0.0189

* Times between a change in the bid-ask price or in the contract
quantities offered or in demand at this price and a new LOB
activity.

Deutsche Bundesbank

"activity clusters” in the sub-second range. In
order to take account of this characteristic, all
calculations of parameters, such as volatility or
returns, are calculated at the level of the indi-
vidual ticks in the order book on the basis of an
“event to event” procedure.3’

The response times to changes in the LOB dif-
fer significantly between HFT and NHFT traders.
After a change in the bid-ask price or in the
contract quantities offered or in demand at
these prices, HFT participants respond signifi-
cantly more quickly than NHFT traders, irre-
spective of whether the activity initiated next in
the LOB is a new order, a modification or a
deletion.

Major differences are likewise apparent in
terms of the amount of time a limit order that
is not executed immediately spends in the LOB
until it is executed. The median time until half
of all HFT orders are executed amounts to 1.15
seconds. For NHFT, the median lies at 6.02
seconds.®

HFT liquidity near to the best
bid-ask price

The assertion that passive HFT traders make an
essential contribution to market liquidity is a

key argument of the proponents of HFT. Owing
to their presence, so the reasoning goes, other
market players can trust in their orders being
executed almost permanently at fair prices and
within a short period of time. This argument
thus implies that HFT in the vicinity of the
respective best bid-ask price (eg up to 3 ticks
from the current DAX future price) provides sig-
nificant liquidity so that even a fairly large order
of an NHFT trader can be executed without an
overly large adverse price movement for the
trader.3® Furthermore, this adequate liquidity
should be largely permanently present. With
the LOB analysis, this assumption, in addition
to the results from studying the Bund future
data, is to be examined directly using a further
method.

To this end, it is calculated how many DAX
contracts in the LOB are being offered or are in
demand at the individual prices at each point in
time by both HFT and NHFT traders. Addition-
ally, a focused analysis of liquidity provision is
conducted near to the best bid-ask prices in

37 With regard to the sampling frequency of major param-
eters, such as returns or volatility, a distinction can be made
between two basic procedures. In the case of the former,
use is made of calculation periods that are spread evenly
over time, where there is, for example, always one second
between consecutive sampling points. These produce time
series with a one-second time scale. This procedure is
chosen here mainly in the Bund future analyses. In the case
of calculation periods based on the actual arrival times of
orders in the LOB, the time series are based on an “event
to event” sampling. The time intervals between the individ-
ual observation points are mostly variable and are pro-
duced by the (stochastic) arrival patterns of orders in the
LOB. Sampling of this kind is often more suitable for taking
account of the discrete granularity of the market in the
sub-second range. In a variant of this procedure, parameter
measurements are always carried out at the time of actual
transactions. This is referred to as a time series sampled
“trade to trade”. Both variants are applied in the LOB analy-
sis of the DAX future data.

38 The averages are 61 seconds for HFT and 369 seconds
for NHFT. The major difference between the average and
the median is that the distribution of the execution times
follows an exponential function. In this case, the median is
therefore to be seen as the more meaningful figure.

39 The minimum tick size is 1 tick, ie the smallest unit at
which the asset is priced on the trading platform. In the
case of the DAX future, 1 tick amounts to 0.5 DAX point.
In other words, if, say, the best bid-ask price is currently
9876.5 points as in the chart on p 51, the 3-tick group for
HFT traders on the sell side comprises all contracts offered
by them between 9876.5 and 9877.5 points (seven con-
tracts in the example).

Its proponents
see HFT as a
major guarantor
of liquid trading
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Average HFT liquidity provision in the LOB

Deutsche Bundesbank

Total
Item LOB HFT 20 ticks HFT 10 ticks HFT 5 ticks HFT 3 ticks HFT
%
2 August 2013 55.9 354 329 42.2 47.6
6 September 2013 70.2 38.9 37.0 44.4 49.0
3 June 2014 57.6 35.7 34.4 40.9 42.8
10 June 2014 52.5 34.5 35.6 40.8 44.0
Average 59.0 36.1 34.9 421 45.8
in € million
Average HFT share 603.3 46.9 22.2 11.6 6.7

Deutsche Bundesbank

each case, ie where price discovery and trading
activity effectively take place. Besides the ab-
solute number of contracts, we thus also study
how the liquidity of the two types of traders in
the LOB is distributed with increasing distance
from the bid-ask price. To do this, the aggre-
gated contract volumes of the orders standing
in the LOB within 3, 5, 10 and 20 ticks from the
best bid-ask price are determined in each case
for the buy and sell sides and the percentage
due to HFT is calculated. This percentage repre-
sents the HFT liquidity in these LOB buckets
and allows a more precise picture of the aver-
age provision of liquidity over the course of the
day. Building on this, the temporal dynamics of
the liquidity provision are analysed.4°

The LOB analysis confirms that HFT contributes
a significant percentage of the liquidity pro-
vided. The HFT-induced liquidity is distributed
broadly over the entire LOB and is by no means
concentrated only on the area in the immedi-
ate vicinity of the best bid-ask price (see the
adjacent chart).

With regard to the distribution of HFT liquidity,
it becomes clear from the table above that the

40 The trading days selected for this more in-depth analy-
sis are 2 August 2013, 6 September 2013, 3 and 10 June
2014.

Share of HFT liquidity provided in the
DAX future order book

Percentage share of liquidity

2 August 2013
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6 September 2013 80
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3 June 2014
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10 June 2014
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10.00 12.00 14.00 16.00

Sources: Eurex and Bundesbank calculations. 1 Publication of
US labour market data.
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... but does not
do so every-
where to the
same extent ...

Share of liquidity provided by HFT
traders near to the best bid-ask price”

Percentage share of liquidity
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Sources: Eurex and Bundesbank calculations. * Up to 5 DAX
points away from the best bid-ask price. 1 Publication of US la-
bour market data.

Deutsche Bundesbank

HFT percentage in the immediate vicinity of the
best bid-ask price (3 and 5 ticks) is quite high at
around 45% and then decreases markedly in
medium distance (10 to 20 ticks) to the best
bid-ask price. In this medium range of the LOB,
the contribution of HFT, for instance, at 10 ticks
(=5 DAX points) distance is significantly lower
at no more than just under 35% (see the chart
above). Further away from the best bid-ask
price, the HFT liquidity then increases quite
sharply, making the average figure for the LOB
as a whole rise to almost 60%.

The existence of high HFT liquidity far away
from the best bid-ask price appears surprising

at first sight, as limit orders placed in this range
stay for a considerably longer period of time
until they are executed and the HFT advantages
of speed do not come directly into play in the
case of these orders. It would therefore be ex-
pected that HFT orders play a particularly active
role, above all, in the immediate vicinity of the
best bid-ask price.

One explanation might be that the HFT liquidity
far from the best bid-ask price consists of
orders by HFT traders that pursue passive strat-
egies which are not, however, based on any
market-making concept.#' The further rise in
the HFT percentage in the vicinity of the best
bid-ask price is, by contrast, consistent with the
expected behaviour of HFT and can be ex-
plained by market-making strategies.

The assertion that HFT provides other market
players almost permanently with important
liquidity close to the best bid-ask price can
therefore largely be confirmed. In normal times,
HFT therefore supports liquidity.

The timing of liquidity provision by HFT traders
proves to be quite stable for much of the times
on the days under consideration. As was
already becoming apparent in the study of the
Bund future data, the liquidity situation also
changes quite clearly for a time in the LOB an-
alysis of the DAX future, however, if there is a
strong, anticipated market event such as the
NFP announcement (see the chart on page 59).
It is true that a reduction in liquidity can also be
noted in the case of NHFT traders, but its scale
is not as great as in the case of HFT.

41 Orders entered early take a privileged place in the
sequence of priority at this limit price. This means that the
investors secure themselves a “good seat” in the LOB at
this price. If the best bid-ask price should then move near
to the entered order at a subsequent point in time, HFT
traders can use their speed advantage in analysing the mar-
ket situation and the execution of orders in order to wait
until the last moment to decide whether they want to
maintain (and perhaps execute) the order or whether they
simply wish to delete it shortly beforehand. Such behaviour
might also explain part of the high number of deletions of
HFT orders.

... and also not
always only

as the market
maker

HFT market
makers con-
firmed as major
providers of
liquidity

HFT liquidity
is not granted
all the time,
however ...
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Unusual activity patterns among HFT participants

In the debate surrounding high-frequency
trading (HFT) participants, one concern that
has repeatedly been raised is that a number
of HFT participants might be taking advan-
tage of their superior speed to run trading
strategies that are unfair on other market
participants and that might not constitute
market-compliant behaviour."? However, in
the absence of robust empirical data, this
discussion has so far largely been driven by
what is believed to be anecdotal evidence.
One such piece of evidence that is cited
time and again is the high incidence of order
cancellations. Eurex trading data can be
used to explore whether order cancellations
exhibit unusual activity patterns that might
point to incorrectly programmed algorithms
or to behaviour on the part of individual
participants that is not market-compliant.
The results indicate that cancellations do
indeed exhibit some irregularities for which
there is no straightforward explanation.

In the DAX Futures dataset covering 12
days, order cancellations accounted for a
total of 5.7 million of the roughly 21.1 mil-
lion order activities.? This shows that no un-
usual behavioural patterns are immediately
obvious for the vast majority of the cancel-
lations. Only a small quantity (belonging to
a previously unknown category) of cancella-
tion activities are striking. Each of them is a
rapid and repeated sequence made up of
the entry and almost immediate cancella-
tion of limited low-volume buy (or sell)
orders at the current best bid (or ask) price.*
This pattern of entering and immediately
cancelling orders in the limit order book
(LOB) takes place as a rapid repetitive cycle,
with most orders being cancelled in less
than a millisecond, only to then be re-
entered identically in the LOB almost as
quickly.> This cycle is then repeated up to
several dozen times without any changes
being made to order parameters such as
the limit price or contract quantity. These

events will be referred to in the remainder
of this box as “rapid order entry and cancel-
lation cycles” (ROECCs) (see the chart on
page 56).

In the DAX Futures sample, ROECC events
that have three or more directly related
cycles and a mean lifetime of their individ-
ual orders of 1 millisecond or less, are by no
means a rare phenomenon, with 4,882 ob-
servations, and occur several hundred times
a day in the DAX Futures market.®

Around 96.5% thereof — 4,711 in number —
were generated by HFT participants.” In

1 The HFT debate gained particular prominence when
Michael Lewis’'s book “Flash Boys” was published in
2013. It is worth noting here that the criticism which
that book directs at HFT participants, even if it were
true, would primarily only be applicable to the United
States and the exchange system in operation there.
Given that Germany's capital market has a different
exchange landscape altogether and a procedure of its
own for transmitting orders, the systematic front run-
ning described so sensationally in “Flash Boys” would
hardly be possible in Germany.

2 Market-compliant behaviour, for the purposes of this
box, is any trading activity that conforms to the ex-
change rules and does not violate applicable statutory
provisions, notably the EU’s Market Abuse Regulation
(Regulation (EU) No 596/2014, or MAR) and Market
Abuse Directive (2014/57/EU, or CRIM MAR).

3 A median of 1.22 seconds lapses between order
entry and cancellation. The average is 123 seconds.
Here, too, the exponential distribution is striking.

4 In around 94% of cases, the order size (just one con-
tract) is the minimum order size in the DAX Futures
market. For the span of its lifetime in the LOB, that
order represents the current best bid or ask price.

5 Fairly typical ROECC times are order lifetimes of 30
to 50 microseconds, say, followed by a break of
approximately 280 microseconds until the order is
re-entered. The fastest cancellations come after around
11 microseconds.

6 For the purposes of this analysis, the minimum num-
ber of cycles from which an event is counted as an
ROECC was set at three. The subsequent analyses
were repeated with values of five and eight, however,
without producing any systematic changes in the
results.

7 The mean number of cycles is 5.7 repetitions, and
the most frequently observed ROECC event of a single
HFT participant was made up of 91 cycles. In median
terms, an ROECC order is cancelled after approxi-
mately 220 microseconds and re-entered roughly
4 milliseconds later. Thus, ROECC events rarely last
longer than approximately 25 milliseconds, with many
also taking place in the sub-millisecond range.
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Example of rapid order entry and cancellation

Number of rapid order entry and cancellation cycles

4

Identical order

First limited
ROECE - Cancelled
order
received
%—/
Approx 0.1 ms  Approx 0.25 ms

Deutsche Bundesbank

almost all cases, there is no other activity in
the LOB during this time. Likewise, order
executions during the course of an ROECC
event are very rare.

There is no straightforward explanation for
the behaviour pattern revealed by these
ROECC events. The HFT algorithms respon-
sible for them, however, clearly respond to
the bid-ask spread in the LOB. That makes
sense if one assumes that an ROECC order
is not designed to be executed in the first
place (see the chart on page 57).8

A first possible explanation for the ROECC
events identified here could be that algo-
rithm coding errors or self-trading are to
blame.® Errors are a somewhat unlikely
cause, however, given the evidence of a
systematic response to changes in the bid-
ask spread as well as the repeated incidence
over a period of at least a year. Self-trading,
on the other hand, is a plausible explan-
ation that would be compatible with
market-compliant behaviour since it does
not constitute deliberate misconduct.

Another possible explanation is the “track-
ing hypothesis”, according to which liquid-
ity providers cancel and replace their orders
in quick succession in an effort to keep
pace with rapidly changing LOB conditions

Identical order

Cancelled

— Cancelled

(“price chasing”). This explanation can be
ruled out in the ROECC cases observed here
because each subsequent order is abso-
lutely identical with the previous ones. Fur-
thermore, in every single case, the LOB did
not change whatsoever between orders.

Yet another explanation, the “sounding-out
hypothesis”, may be a market-compliant
strategy, but the European Securities and
Markets Authority (ESMA) has already iden-
tified it as an area of particular concern.™
According to this hypothesis, ROECC orders
are a trading strategy in which a participant
uses a buy (or sell) order to place the best
bid (or ask) price in the LOB for a short
period of time, the intention being to either
have the order executed during this period
with a latent but hidden market order on

8 The wider the current spread, the less likely it is that
an order originating from the other side of the market
will bridge the spread and be executed by the ROECC
order. Therefore, the algorithm can set longer lifetimes
for wider spreads.

9 Self-trading occurs when two almost identical algo-
rithms in the market interact unintentionally, with each
then responding to the other’s activity in a kind of
positive feedback loop and revolving, in a sense,
around the other.

10 See the section entitled “Ping orders” in ESMA
2012/122, p 21.



the selling (or buying) side™ or to use the
offer to draw the other side into entering
an executable new order. The order is can-
celled if neither of the intended events oc-
curs within a very short space of time. The
extremely quick cancellation of the ROECC
order combined with the minimum re-
sponse time in the Eurex system usually
make it practically impossible for other mar-
ket participants to deliberately respond to
such orders, leaving the first variant as the
only possible explanation.' Judging by the
characteristics of ROECC events outlined in
this box, this particular theory is an interest-
ing possible explanation.

Another conceivable explanation is known
as “quote stuffing” and is not a permitted
practice. Quote stuffing is the deliberate

11 If full execution is currently only possible at a very
unfavourable price (in what is known as the “market
order matching range”), many market models will
briefly transform a market order into a kind of “waiting
position”, ready to be executed at a later point in time
when conditions have improved for the party placing
the order. Such waiting market orders are hidden from
other market participants and represent a kind of
latent liquidity — though they can interact immediately
with new incoming orders.

12 The minimum response time in the Eurex trading
system was around 180 microseconds between 2013
and 2015. Thus, other market participants will briefly
see this order but have no opportunity to act on it.

13 The academic literature likewise contains evidence
supporting this explanation. See J Hasbrouck and
G Saar (2007), Technology and liquidity provision: the
blurring of traditional definitions, Working Paper, Stern
School of Business.

14 The law as it stood until June 2016 defined quote
stuffing as a market manipulation strategy (within the
meaning of section 20a (1) sentence 1 number 2 of
the German Securities Trading Act (WpHG) because
such behaviour could be conducive to disrupting or
delaying the proper functioning of exchange oper-
ators’ trading systems (section 3 (1) number 4a of the
German Market Manipulation Definition Regulation
(MaKonV)) or make it difficult for other market partici-
pants to identify the current buy and sell orders in the
trading system (section 3 (1) number 4b of the
MaKonV). See P Kasiske (2014), Marktmissbrauchliche
Strategien im Hochfrequenzhandel, Zeitschrift fir
Wirtschafts- und Bankrecht, 68 (41), pp 1933-1939.
From July 2016, section 20a of the Securities Trading
Act and the Market Manipulation Definition Regula-
tion were replaced by the EU Market Abuse Regulation
without changing any aspects of the market conform-
ity assessment.

15 This statement is based on information provided by
Eurex representatives familiar with the IT architecture.

Deutsche Bundesbank

Relationship between ROECC order
lifetime and bid-ask spread
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entry and immediate cancellation of a large
number of orders for a particular asset at a
single trading venue.™ One objective can
be to temporarily slow down the exchange'’s
trading system by generating a higher flow
of orders. Perpetrators might then find it
easier, say, to engage in profitable arbitrage
because they could trade the asset affected
by the marginal slowdown at a different
trading venue at a more rewarding price.
Given the low number of cycles in ROECC
events (rarely more than a few dozen per
second) and Eurex’s server capacities (many
thousand per second), this explanation can
be ruled out.?

Another objective is to disrupt and mislead
other algorithmic market participants. From
the perspective of other trading algorithms,
a vigorous strategy of sending and immedi-
ately cancelling a large number of orders
generates significant data flows which they
need to process, tying up their IT capacities.
In this scenario, an ROECC issuer might be
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... but is sensi-
tive to foresee-
able volatility
events

able to briefly slow down the algorithms of
rival market participants and thus gain a
decisive edge. The ROECC orders which
supposedly suggest a misleading intention
to buy or sell a given asset also have the
effect of distorting the actual supply and
demand situation, which again complicates
matters for other market participants. This
approach is likewise a possible explanation
for ROECC events. One major drawback of
this hypothesis, however, is that in a great
many cases, an ROECC event is not actually
immediately followed by a trade. Overall, it
can be said that the observed cases cannot
be attributed beyond a shadow of a doubt
to quote stuffing behaviour, nor is it pos-
sible to identify any negative impact on
market integrity.

A conclusive investigation into the inten-
tions that lie behind ROECC events still
needs to be conducted. What the analysis
does illustrate, though, is that interesting

The withdrawal of the passive HFT traders ob-
served in the run-up to the release of the US
labour market data can be interpreted in terms
of their liquidity-enhancing strategies having a
marked opportunistic character and reacting
very sensitively to anticipated volatility events.
For the days under consideration here, the
hypothesis that passive HFT traders make a
continuing significant contribution to liquidity
provision even if there is strong expected vola-
tility cannot be confirmed, at least for the
period around the publication of the US labour
market data.*? At the time of the announce-
ment at 14.30, the small amount of remaining
liquidity is provided almost exclusively by NHFT
traders. It should nevertheless also be noted
that these are rare and only short-term with-
drawals which appear to represent more of an
exception than a rule.

phenomena occur in the space of extremely
short timeframes during trading that are
not perceptible to a human trader’s eye,
about which much still remains unknown.
This shows, then, that research based on
trading data in the sub-second range can
make an important contribution to the
understanding of today’s markets.

B Summary and outlook

Based on a new and granular database, the im-
portance of HFT for market stability and integ-
rity in trading in DAX and Bund futures is high-
lighted. These are the two most liquid German
investment instruments in which HFT accounts
for a significant share of trading activity.

The results suggest that HFT traders participate
more strongly in trading as active market play-
ers in the Bund future especially in times of
higher volatility. This applies both in periods of
unexpectedly occurring volatility and in the
run-up to expected price fluctuations. Espe-
cially following the announcement of import-
ant news, HFT traders can exploit their speed
advantage; in doing so, they improve price dis-
covery on very small time scales, although they

42 This stands in contrast to numerous traditional market
makers, as binding rules on many trading platforms oblige
them to provide liquidity in the order book even in adverse
market conditions.

While active HFT
traders have a
stronger pres-
ence in periods
of market
volatility ...
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Share of HFT liquidity 500 seconds before and after publication of US labour market
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also contribute to an above-average extent to
short-term (excess) volatility.

At the same time, the results point to passive
HFT participants often withdrawing in periods
of market volatility and reducing their supply of
liquidity. Taken together, the differing behav-
iours of active and passive HFT traders suggest
a heightened risk of episodes of excessive
short-term volatility which could provoke mar-
ket turmoil, including flash events.

Reconstructing the DAX future order book
reveals the important role played by passive
HFT traders in a good provision of liquidity that
is stable over time. However, the results for the
DAX future also confirm the findings for the
Bund future that the liquidity supplied by HFT
decreases significantly in times when important
news is announced. A further finding is the
existence of a rare, but noticeable pattern of
behaviour in deletions of orders on very small
time scales. Although it is not possible to pin-
point the cause of this anomaly, the phenom-
enon does illustrate the part that an in-depth
study of highly granular trading date can play
in helping regulators gain a better understand-
ing of the market. Taking an overall view, it
should be borne in mind that the obtained
results relate solely to the futures markets for
the DAX and Bunds under study here and can

vary widely depending on the market segment
and the share of HFT.

Future studies by central banks, regulatory
authorities and academic institutions might
benefit from easier access to similarly granular
data.** Enhanced transparency would also
make it significantly easier to analyse new vari-
ants of intermediation in the capital markets in
a timely and accurate manner. Understanding
of how modern electronic trading works could
be substantially improved in this way.

The empirical results also underline possible
points of approach in the regulatory debate
about HFT. First, they demonstrate how import-
ant it is to implement incentive mechanisms so
that passive HFT market makers maintain the
provision of liquidity even in periods of height-
ened stress in the market.#4

43 One example of future possibilities for analysis would
be the use of the trader ID of individual transactions. A
trader ID is an algorithm, contained in the dataset of every
single order, which identifies the market participant placing
the order. This makes it possible to answer the question of
who has placed an order.

44 Article 17 (3) of the EU directive on markets in financial
instruments (MiFIDII) stipulates that an investment firm
that engages in algorithmic trading (not just HFT traders) to
pursue a market making strategy shall carry out this market
making continuously during a specified proportion of the
trading venue's trading hours, except under exceptional
circumstances.
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Second, the results suggest that active HFT
traders, owing to their speed advantages in
responding to the publication of important
news, contribute to an excessive temporary
volatility rather than to an informative one. This
might permanently discourage slower market
participants from providing adequate liquidity
in such periods. Various instruments to coun-
teract this problem are under discussion. These
include a switch from continuous, steady trad-
ing to a discrete sequence of auctions (frequent
batch auctions) and the introduction of a min-
imum time lag in the execution time of the
orders of all market participants.#>4¢ Both
measures have in common that the resulting
delay can restrict all the market players in their
ability to respond by fractions of a second.
Slower passive liquidity-providing participants
would thus have a better chance of adjusting

their orders to current market conditions.#” This
would partly offset the competitive disadvan-
tages of slower market participants, about
which there is much criticism in the public de-
bate, without perceptibly impairing techno-
logical progress on the trading platforms. Not
least, it would reduce the incentives for what is
— in terms of the economic benefit — a dubious
technological “arms race” on the trading plat-
formes.

45 In a batch auction, a large number of incoming trading
orders are combined and executed together at brief inter-
vals in the form of an auction. This can reduce the speed
advantage of HFT traders. See E Budish, P Cramton und
J Shim (2015), The high-frequency trading arms race: fre-
quent batch auctions as a market design response, Quar-
terly Journal of Economics, 130(4).

46 Since spring 2016, the electronic trading platform
IEX Group has been delaying trading in shares on Wall
Street by 350 microseconds.

47 See T Foucault (2016), op cit.



Deutsche Bundesbank
Monthly Report
October 2016

1°

Statistical
Section



Deutsche Bundesbank
Monthly Report
October 2016

2.

I Contents

B | Key economic data for the euro area

1 Monetary developments and iNterest rates...........ccoviiiiiiiiiiiiiie
2 External transactions and POSITIONS .........uiiiiiiiiiii i
3 General economiC INAICATONS .....ouiiiii i

B 1l Overall monetary survey in the euro area

1 The money stock and its COUNTEIPAITS ........oiiiiiiiiie i
2 Consolidated balance sheet of monetary financial institutions (MFIs) ...........................
3 Banking system’s liquidity POSItION.........coiiiiiiiiiiiii e

B 1l Consolidated financial statement of the Eurosystem

1 A S S e
2 LIS

B IV Banks

—_

Assets and liabilities of monetary financial institutions (excluding the Bundesbank)
TN GRIMIBNY e et
Principal assets and liabilities of banks (MFIs) in Germany, by category of banks..........
Assets and liabilities of banks (MFIs) in Germany vis-a-vis residents................ccccocoee..
Assets and liabilities of banks (MFIs) in Germany vis-a-vis non-residents......................
Lending by banks (MFIs) in Germany to domestic non-banks (non-MFIs) .....................
Lending by banks (MFls) in Germany to domestic enterprises and households,
housing loans, sectors of @CoONOMIC ACTIVITY .....oooviiiiiiiiiiiii e
Deposits of domestic non-banks (non-MFls) at banks (MFIs) in Germany .....................
Deposits of domestic households and non-profit institutions at banks (MFls) in
GBIMNANY ...
9 Deposits of domestic government at banks (MFIs) in Germany, by creditor group........
10 Savings deposits and bank savings bonds of banks (MFIs) in Germany sold to
NON=DANKS (NONIMFIS)... ...t
11 Debt securities and money market paper outstanding of banks (MFIs) in Germany......
12 Building and loan associations (MFIS) in GErMany...........cccooveoiriaiiiiiiais e

o Ul B~ WN

o0

13 Assets and liabilities of the foreign branches and foreign subsidiaries of
German BanKS (MFEIS). ... e



Deutsche Bundesbank
Monthly Report
October 2016

30

B V Minimum reserves

1 Reserve maintenance in the UI0 area ........cooooii i 42°
2 Reserve maintenance i GEIMANY ..........oiiiiiiiiiai e, 42°

B VI Interest rates

T ECB INTEIEST FATES ... 43°
2 BaASE TATES ... 43°
3 Eurosystem monetary policy operations allotted through tenders ............c.ccoooin 43°
4 Money market rates, by MONth ... 43°
5 Interest rates and volumes for outstanding amounts and new business of

GErMAN DANKS (MFIS) e 44

B VIl Insurance corporations and pension funds

T A O S 48°
2 LIADIEIES e 49°

B VIII Capital market

1 Sales and purchases of debt securities and shares in Germany...........cccccccooeeiiiiiienn.. 50°
2 Sales of debt securities issued by residents ............ccocioiiiiiiii 51°
3 Amounts outstanding of debt securities issued by residents..............cccoeeieiiiiiiiiennn, 52°
4 Shares in circulation issued by reSidents...........c..oiiiiiiiiii 52°
5 Yields and indices on GErman SECUMTIES ........iiuviiiiiiieie e 53°
6 Sales and purchases of mutual fund shares in Germany................ccocoviiiiiiiiie. 53°

B IX Financial accounts

1 Acquisition of financial assets and external financing of non-financial corporations ..... 54°
2 Financial assets and liabilities of non-financial corporations ..............ccccocoeviiiiiiiennnn, 55°
3 Acquisition of financial assets and external financing of households............................. 56°
4 Financial assets and liabilities of households ..o 57°

B X Public finances in Germany

General government: deficit and debt level as defined in the Maastricht Treaty ........... 58°
2 General government: revenue, expenditure and fiscal deficit/surplus as shown in
the NAtIoNal @CCOUNTS ......iii i, 58°

3 General government: budgetary development (as per government'’s financial
TSI CS) ettt 59°
4 Central, state and local government: budgetary development ...........cccccociiiiiiin 59°



Deutsche Bundesbank
Monthly Report
October 2016

4°

5 Central, state and local government: taX reVeNUE ............cccoiiiiiiiiiiiiiiiiee e
6 Central and state government and European Union: tax revenue, by type...................
7 Central, state and local government: individual taXes ...........ccccciiiiiiiiiiiiii,
8 German pension insurance scheme: budgetary development and assets......................
9 Federal Employment Agency: budgetary development..........cccoooiiiiiiiiiiiiiic
10 Statutory health insurance scheme: budgetary development ..o
11 Statutory long-term care insurance scheme: budgetary development ...............cc..c......
12 Central government: borrowing in the market.............ooiiiiiiii
13 General government: debt by creditor.........c.oooiiiiiii
14 Central, state and local government: debt by category...........ccoociiiiiiiiii

B XI Economic conditions in Germany

Origin and use of domestic product, distribution of national income...........................
Output in the ProdUCioN SECTOT ...ttt
Orders received DY INAUSTIY ......ooiiiiii e
Orders received Dy CONSTIUCTION ......iiiiiiiiiii e
Retail trade turnover, sales of Motor vehicles ..o
LADOUI MEIKET. ...

Negotiated pay rates (overall €CONOMY)........ooiiiiiiiiii i
Assets, equity and liabilities of listed non-financial groups ...........cccccooeviiiiiiiiiii

- O W 0 N O Ul b W N —

_ =

Revenues and operating income of listed non-financial groups...........cc.ccccoeveiinn,

B Xll External sector

1 Major items of the balance of payments of the euro area .............ccccocoiiiiiii,
2 Major items of the balance of payments of the Federal Republic of Germany..............

w

Foreign trade (special trade) of the Federal Republic of Germany, by country and

GrOUP OF COUNTIIES. ...t
Services and Primary income of the Federal Republic of Germany ............c.ccccooeveennn.
Secondary income of the Federal Republic of Germany..........ccccooeviiiiiiiiiiiiiii,
Capital account of the Federal Republic of Germany ..........ccccoocevviiiiiiiiiiiieee,
Financial account of the Federal Republic of Germany...........cccccooiiiiiiii,

0 N o Ul b~

External position of the Bundesbank since the beginning of the
EUrOpPeaNn MONETANY UNION ..ottt
9 Assets and liabilities of enterprises in Germany (other than banks) vis-a-vis
NON=TESIAENES ...ttt
10 ECB's euro foreign exchange reference rates of selected currencies............c..cccooeveenn.
11 Euro-area member states and irrevocable euro conversion rates in the third stage
of European Economic and Monetary Union .........oociiiiiiioiiiieeeeece e
12 Effective exchange rates of the euro and indicators of the German economy’s price
COMPETIEIVEINESS ..ttt e



Period

2014 Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Period

2014 Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Deutsche Bundesbank
Monthly Report

October 2016
5.
I Key economic data for the euro area
1 Monetary developments and interest rates
Money stock in various definitions 1.2 Determinants of the money stock 1 Interest rates
M33
MFI lending to Yield on Euro-
3-month enterprises Monetary pean govern-
moving average | MFI lending, and capital 3-month ment bonds
M1 M2 (centred) total households formation 4 Eonia 5.7 Euribor 6,7 outstanding 8
Annual percentage change % Annual percentage as a monthly average
8.1 3.8 3.8 3.5 - 0.1 - 07 - 2.1 - 0.03 0.08 1.3
8.6 3.8 3.6 3.8 0.1 - 06 - 2.1 - 0.05 0.06 1.1
8.8 3.9 3.9 4.0 0.2 - 03 - 22 - 0.04 0.05 1.0
9.7 4.4 4.4 4.5 0.6 - 00 - 26 - 0.05 0.03 0.8
10.2 4.7 5.1 4.8 0.9 0.2 - 29 - 0.07 0.00 0.8
11.0 4.8 4.8 4.9 1.3 0.5 - 29 - 0.1 - 0.01 1.3
1.4 5.0 4.7 4.8 1.3 0.2 - 3.0 - 0.12 - 0.01 1.6
11.8 52 5.0 4.8 1.8 0.8 - 3.0 - 0.12 - 0.02 1.5
11.2 4.9 4.7 4.8 2.2 1.0 - 3.1 - 0.12 - 0.03 1.3
1.3 5.0 4.7 4.8 2.1 0.7 - 33 - 0.14 - 0.04 1.3
11.2 5.1 5.0 438 2.2 0.9 - 34 - 0.14 - 0.05 1.1
10.7 5.0 4.8 4.8 2.6 1.1 - 33 - 0.13 - 0.09 1.1
10.4 5.0 4.5 4.8 2.2 0.6 - 3.0 - 0.20 - 0.13 1.2
10.5 55 5.1 4.8 2.7 1.0 - 33 - 0.24 - 0.15 1.1
10.2 54 5.0 5.0 3.1 1.2 - 34 - 0.24 - 0.18 1.0
10.2 55 5.1 4.9 3.0 1.0 - 33 - 0.29 - 0.23 0.9
9.7 5.1 4.6 49 3.2 1.2 - 27 - 034 - 0.25 0.9
9.1 5.1 4.9 49 3.5 1.3 - 25 - 034 - 0.26 0.8
8.7 4.9 5.0 4.9 3.8 1.5 - 23 - 033 - 0.27 0.7
8.4 4.9 4.9 5.0 3.7 1.2 - 26 - 033 - 0.29 0.6
8.9 52 5.1 3.7 1.5 - 25 - 034 - 0.30 0.5
- 034 - 0.30 0.6

1 Source: ECB. 2 Seasonally adjusted. 3 Excluding money market fund shares/units,
money market paper and debt securities with a maturity of up to two years held by
non-euro-area residents. 4 Longer-term liabilities to euro-area non-MFis. 5 Euro

2 External transactions and positions *

OverNight Index Average. 6 Euro Interbank Offered Rate. 7 See also footnotes to
Table V1.4, p 43® 8 GDP-weighted yield on ten-year government bonds. Countries
include:DE,FR,NL,BE,AT,Fl,IE,PT,ES,IT,GR,SK.

* Source: ECB, according to the international standards of the Balance of Payments
Manual in the 6th edition of the International Monetary Fund. 1 See also Tables

XII.10 and 12, pp 81-82° 2 Including empl
currencies of The-EER-19 group.

Selected items of the euro-area balance of payments r Euro exchange rates 1
Current account Financial account Effective exchange rate 3
of which Direct Portfolio Financial Other Reserve
Balance Goods Balance investment investment derivatives 2 |investment assets Dollar rate Nominal Real
€ million 1 EUR = ... USD|Q1 1999 = 100
+ 42,143 + 26,439 + 11,513 + 5,079 + 41,502 + 996 - 37,093 + 1,029 1.2331 99.0 94.8
+ 6,312 + 15,779 - 35,862 + 62,079 — 100,890 + 3,918 - 2,117 + 1,147 1.1621 95.2 91.1
+ 15,953 + 29,031 - 41,506 + 26,759 - 62,19 + 12,693 - 23,017 + 4,256 1.1350 933 89.5
+ 32,952 + 29,793 + 41,165 + 102,685 - 70,593 + 10,641 - 1,859 + 291 1.0838 90.6 86.9
+ 25,504 + 30,326 - 15,307 + 15,902 + 24,491 + 4,522 - 56,427 - 3,795 1.0779 89.7 86.1
+ 6,356 + 26,749 + 55,395 + 5,738 + 40,733 + 4,805 + 5,793 - 1,674 1.1150 91.6 87.8
+ 36,074 + 34,828 + 44,085 - 5,032 + 33,162 - 5,590 + 18,451 + 3,093 1.1213 923 88.5
+ 39,923 + 39,922 + 31,648 + 6,420 + 75,850 + 10,930 - 54,553 - 7,000 1.0996 91.3 87.5
+ 20,771 + 19,646 + 13,981 + 10,125 + 22,492 - 6,890 - 13,135 + 1,390 1.1139 93.0 88.9
+ 35,448 + 30,446 + 49,286 - 326 + 22,583 - 4,878 + 23,625 + 8,282 1.1221 93.8 89.6
+ 30,875 + 33,678 + 113,088 + 38,822 + 38,106 + 12,456 + 29,713 - 6,009 1.1235 93.6 89.6
+ 31,600 + 32,741 - 34,466 - 73,196 + 18,036 + 21,414 - 3,182 + 2,462 1.0736 911 87.1
+ 41,889 + 31,781 + 78,332 + 55,550 + 67,201 + 21,746 - 74,291 + 8,126 1.0877 92,5 88.3
+ 8,817 + 13,775 - 14,829 - 19,034 + 71,947 + 15,130 - 81,717 - 1,155 1.0860 93.6 89.1
+ 14,689 + 27,479 - 17,213 + 42,830 + 22,276 + 13,163 - 96,543 + 1,061 1.1093 94.7 90.0
+ 36,813 + 39,212 + 36,743 + 16,858 - 1,393 - 961 + 21,176 + 1,064 1.1100 94.1 89.5
+ 34,502 + 35,204 + 21,069 - 17,661 + 120,189 - 21,423 - 58,417 - 1,618 1.1339 94.8 90.1
+ 17,207 + 32,803 + 10,921 + 12,367 + 4,817 - 13,991 + 4,619 + 3,109 1.1311 95.1 90.5
+ 36,138 + 39,431 + 60,044 - 20,174 + 49,230 - 12,366 + 42,658 + 695 1.1229 94.7 90.2
+ 31,469 + 31,896 - 771 + 19,310 + 52,799 + 6,116 - 78117 - 877 1.1069 949| p 90.4
1.1212 95.2 p 90.6
1.1212 95.4| p 90.7

oyee stock options. 3 Vis-a-vis the
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I Key economic data for the euro area

3 General economic indicators

Period Euro area Belgium Germany Estonia Finland France Greece Ireland Italy Latvia
Real gross domestic product 2
2013 - 03 0.0 0.5 1.4 - 08 06 - 32 1.1 - 17 2.9
2014 1.1 1.3 1.6 28 - 07 06 0.4 8.5 0.1 2.1
2015 2.0 1.4 1.7 1.4 0.2 13 - 02 263 07 27
2015 Q1 1.8 1.1 1.3 1.2 - 05 1.4 03 28.1 04 1.8
Q2 2.0 1.5 1.8 1.9 06 1.2 1.3 243 0.9 2.8
Q3 2.0 1.3 1.8 1.9 - o 1.1 - 17 24.4 0.6 35
Q4 2.0 1.6 2.1 08 0.7 1.4 - 07 28.4 1.0 2.7
2016 Q1 1.7 1.4 15 15 08 1.5 - 09 3.9 08 2.1
Q2 1.6 1.4 3.1 08 1.1 1.9 - 04 4.1 1.0 2.0
Industrial production 3
2013 - 07 1.0 0.2 4.2 - 32 - 06 - 32 - 22 - 31 - 07
2014 0.9 0.9 1.3 43 - 19 - 08 - 20 20.9 - 07 - 09
2015 2.0 - o1 0.8 - 24 - 10 15 1.0 36.9 1.1 36
2015 Q1 2.0 0.0 06 1.9 - 34 13 2.9 47.0 0.0 1.6
Q2 1.9 - 16 1.6 - 17 -1 1.7 - 27 26.8 1.1 5.7
Q3 25 0.1 1.6 - 40 - 01 1.0 1.5 385 21 38
Q4 1.8 1.3 - 03 - 55 0.0 2.0 2.6 36.6 1.3 3.0
2016 Q1 13 4.6 13 - 24 - 06 0.7 - 10 - 02 1.7 3.7
Q2 1.0 351 v 0.6 - 18 24 0.4 5.0 0.7 0.0 4.4
Capacity utilisation in industry 4
2013 78.4 76.6 82.1 713 78.4 80.9 65.0 - 71.6 72.0
2014 80.4 79.3 83.9 73.0 79.0 81.9 67.7 - 73.7 72.2
2015 81.3 79.7 84.5 714 79.2 82.7 66.2 - 755 715
2015 Q2 81.2 79.8 84.4 70.7 79.1 82.7 67.7 - 76.1 72.2
Q3 81.2 80.0 84.0 72.7 79.0 82.9 63.5 - 75.5 71.4
Q4 81.6 79.2 84.6 71.0 80.1 83.4 64.2 - 75.9 71.0
2016 Q1 81.9 80.0 85.0 725 79.5 826 65.5 - 77.1 723
Q2 81.5 79.3 84.6 73.8 78.0 82.8 67.8 - 76.5 73.0
Q3 81.6 79.7 84.8 73.0 73.8 83.7 67.8 - 76.0 71.8
Standardised unemployment rate >
2013 12.0 8.4 5.2 8.6 8.2 10.3 275 13.1 12.1 11.9
2014 11.6 8.5 5.0 7.4 8.7 103 265 1.3 12.7 10.8
2015 10.9 8.5 46 6.2 9.4 10.4 24.9 9.4 11.9 9.9
2016 Apr 10.1 8.2 4.2 6.5 9.0 9.9 235 83 115 95
May 10.1 8.2 43 6.5 9.0 9.9 236 8.3 11.4 9.5
June 10.1 83 4.2 6.9 8.9 10.1 234 8.4 15 96
July 10.1 8.3 43 6.8 8.9 103 232 8.3 1.4 95
Aug 10.1 8.2 4.2 8.8 10.5 8.2 1.4 93
Sep 7.9
Harmonised Index of Consumer Prices '
2013 1.4 1.2 1.6 3.2 22 1.0 - 09 05 1.2 0.0
2014 6 0.4 0.5 08 05 1.2 0.6 - 14 03 0.2 0.7
2015 7 0.0 0.6 0.1 0.1 - 02 0.1 - 0.0 0.1 0.2
2016 Apr - 02 1.5 - 03 0.0 03 - o1 - 04 - 02 - 04 - 07
May - o1 1.6 0.0 0.0 03 0.1 - 02 - 02 - 03 - 08
June 0.1 1.8 0.2 04 03 0.3 0.2 0.1 - 02 - 06
July 0.2 2.0 04 08 05 0.4 0.2 0.1 - 02 0.1
Aug 0.2 2.0 03 1.1 0.5 0.4 04 - 04 - o1 - o1
Sep 0.4 1.8 0.5 1.7 0.5 0.5 - o1 - 03 0.1 0.5
General government financial balance 8
2013 - 30 - 30 - 02 - 02 - 26 - 40 - 130 - 57 - 29 - 09
2014 - 26 - 34 0.3 08 - 32 - 40 - 36 - 38 - 30 - 16
2015 - 21 - 26 0.7 0.4 - 27 - 35 - 72 - 23 - 26 - 13
General government debt &
2013 91.1 105.2 77.5 9.9 55.5 92.4 177.7 120.0 129.0 39.1
2014 92.0 106.5 74.9 10.4 59.3 95.4 180.1 107.5 1325 408
2015 9.7 106.0 712 9.7 63.1 95.8 176.9 93.8 132.7 36.4

Sources: National data, European Commission, Eurostat, European Central Bank.
Latest data are partly based on press reports and are provisional. 1 Annual
percentage change. 2 GDP of the euro-area aggregate calculated from seasonally ad-
justed data. 3 Manufacturing, mining and energy; adjusted for working-day varia-

tions. 4 Manufacturing, in %; seasonally adjusted; data are collected in January,
April, July and October. 5 As a percentage of the civilian labour force;
seasonally  adjusted.  Standardised  unemployment rate of  Germany:
calculation based on unadjusted data from the Federal Statistical Office.
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Lithuania Luxembourg Malta Netherlands Austria Portugal Slovakia Slovenia Spain Cyprus Period
Real gross domestic product -2
35 4.3 4.5 - 02 0.1 - 11 1.4 - 11 - 1.7 - 59| 2013
35 4.1 35 1.4 0.6 0.9 25 3.1 1.4 - 25| 2014
1.8 4.8 6.1 2.0 1.0 1.6 3.6 23 3.2 1.6| 2015
1.6 4.5 6.1 2.6 0.8 1.7 2.9 25 2.7 0.1 2015Q1
1.6 4.8 6.3 1.9 0.5 1.5 34 2.0 33 1.4 Q2
1.8 1.7 6.0 2.0 1.4 1.7 37 2.0 35 23 Q3
2.1 3.2 6.3 1.4 1.1 1.6 43 2.8 33 2.4 Q4
24 3.1 53 1.5 1.6 1.0 3.5 23 35 2.6] 2016 Q1
1.9 4.3 3.0 23 1.2 1.1 3.7 2.7 3.4 2.9 Q2
Industrial production 3
3.2 - 31 - 53 0.5 0.8 0.5 3.9 - 14 - 1.7 - 13.5] 2013
0.3 4.4 - 57 - 29 0.9 1.8 8.6 1.7 1.3 - 09 2014
4.5 1.1 6.3 - 34 1.8 1.7 7.0 54 3.4 3.6| 2015
4.2 1.1 4.6 0.8 1.7 0.3 124 6.9 1.6 0.2] 2015Q1
4.5 1.5 8.3 - 438 0.7 1.9 5.0 5.6 3.2 3.1 Q2
4.0 0.6 7.3 - 54 2.8 2.4 6.1 5.4 4.2 4.4 Q3
53 1.3 5.0 - 45 23 2.2 5.0 3.7 4.8 6. Q4
5.7 1.4 - 51 - 25 1.4 0.9 23 5.7 2.9 10.2] 2016 Q1
- 09 - 02 - 44 2.8 25 0.8 6.2 57 1.3 8.2 Q2
Capacity utilisation in industry 4
73.2 64.5 77.0 76.7 83.6 76.3 771 78.3 733 49.3| 2013
749 66.2 78.1 80.2 843 78.4 80.7 80.3 75.8 53.9| 2014
74.2 68.3 78.6 81.8 84.0 80.4 824 83.6 77.8 58.2| 2015
74.4 65.6 78.7 82.3 84.2 80.4 791 834 77.2 60.3| 2015Q2
73.6 69.0 77.2 82.2 84.4 80.1 86.2 83.6 77.6 56.4 Q3
743 72.2 77.9 82.2 83.4 80.4 834 82.3 78.1 61.1 Q4
75.9 72.4 77.8 81.4 85.0 80.0 85.4 83.2 79.0 56.9| 2016 Q1
76.1 76.1 78.9 81.7 84.0 80.8 83.0 83.1 77.8 63.9 Q2
75.5 77.6 79.8 81.5 83.2 79.6 84.3 83.7 78.4 58.7 Q3
Standardised unemployment rate >
11.8 5.9 6.4 7.3 5.4 16.4 14.2 10.1 26.1 15.9| 2013
10.7 6.0 5.8 7.4 5.6 141 13.2 9.7 245 16.1| 2014
9.1 6.4 5.4 6.9 57 12.6 1.5 9.0 221 15.0| 2015
8.0 6.3 4.9 6.4 5.9 11.6 10.0 8.0 20.2 12.6| 2016 Apr
8.2 6.2 4.8 6.3 6.1 11.2 9.9 8.0 20.1 124 May
8.4 6.2 5.0 6.1 6.1 111 9.7 8.0 19.9 12.2 June
8.8 6.2 4.9 6.0 6.1 10.9 9.6 7.8 19.6 121 July
8.6 6.2 4.8 5.8 6.2 11.0 9.5 7.8 19.5 121 Aug
. Sep
Harmonised Index of Consumer Prices '
1.2 1.7 1.0 2.6 2.1 0.4 1.5 1.9 1.5 0.4| 2013
0.2 0.7 0.8 0.3 1.5 - 02 - 01 0.4 - 02 - 03] 2014
- 07 0.1 1.2 0.2 0.8 0.5 - 03 - 08 - 06 - 1.5] 2015
0.8 - 06 - 02 0.6 0.5 - 04 - 07 - 12 - 21| 2016 Apr
0. - 06 1.0 - 02 0.6 0.4 - 07 - 05 - 11 - 19 May
0.4 - 04 1.0 - 02 0.6 0.7 - 07 0.1 - 09 - 20 June
0.0 - 04 0.9 - 06 0.6 0.7 - 09 - 0.1 - 07 - 04 July
0.5 - 02 1.0 0.1 0.6 0.8 - 08 - 02 - 03 - 06 Aug
0.6 0.3 0.9 - 0.1 1.1 0.7 - 05 0.2 0.0 - 04 Sep
General government financial balance 8
- 26 0.8 - 26 - 24 - 13 - 438 - 27 - 15.0 - 69 - 49| 2013
- 07 1.7 - 20 - 24 - 27 - 72 - 27 - 50 - 59 - 89| 2014
- 02 1.2 - 15 - 18 - 1.2 - 44 - 30 - 29 - 51 - 1.0} 2015
General government debt &
38.8 233 68.6 67.9 80.8 129.0 55.0 71.0 93.7 102.5] 2013
40.7 229 67.1 68.2 843 130.2 53.9 81.0 99.3 108.2| 2014
42.7 21.4 63.9 65.1 86.2 129.0 52.9 83.2 99.2 108.91 2015
6 Including Latvia from 2014 onwards. 7 Including Lithuania from 2015 onwards. latest data publication under the excessive deficit procedure (Eurostat).
8 As a percentage of GDP (Maastricht Treaty definition). Euro-area aggregate: Germany: current data according to the Federal Statistical Office and Bundesbank

European Central Bank, regularly updated. Member states excluding Germany: calculations.



Deutsche Bundesbank
Monthly Report
October 2016

8.

Il Overall monetary survey in the euro area

1 The money stock and its counterparts *
(a) Euro area

€ billion
I Lending to non-banks (non-MFls) Il Net claims on Il Monetary capital formation at monetary
in the euro area non-euro-area residents financial institutions (MFIs) in the euro area
Enterprises General
and households government Debt
Deposits securities
Liabil- with an Deposits with
Claims ities to agreed atagreed | maturities
on non- non-euro- maturity notice of | of over Capital
of which of which euro-area |area of over over 2 years and
Period Total Total Securities | Total Securities | Total residents residents Total 2 years 3 months  |(net) 2 reserves 3
2015 Jan 731 - 21 33 75.2 53.0 - 150 197.7 2127 - 19 - 123 0.5 - 90 18.9
Feb 11.3 21.4 2.1 - 10.2 - 03 - 233 - 181 5.2 - 146 - 838 - 14 - 98 53
Mar 75.4 431 1.0 323 291 106) - 302| - 409 - 205 - 124 - 13 - 262 19.4
Apr 54.4 17.6 16.8 36.8 325 - 576 38.4 95.9 - 475 - 188 - 21 - 155 - 11.0
May 27.4 10.9 - 08 16.4 31.2 252| - 55.0| - 802 - 213 - 83 - 17 - 235 12.2
June 6.6 - 166 - 281 23.2 245 56.00 - 87.7] - 1437 - 215 - 138 - 12 - 129 6.5
July 61.8 58.0 50.8 3.7 4.0 - 650| - 0.3 64.7 - 53 10.4 - 09 - 214 6.6
Aug 15.3 - 236 7.0 38.8 47.7 - 233 10.5 33.8 - 100 - 24 - 14 - 85 24
Sep 26.4 - 130 - 87 39.4 45.8 - 77| - 948| - 870 - 2038 - 32 - 07 - 26.1 9.3
Oct 24.8 2.7 - 154 222 18.6 9.5 22.6 13.1 - 399 - 253 - 1 - 173 3.8
Nov 87.2 48.1 2.0 39.1 471 35| - 153| - 189 - 65 - 135 - 17 - 48 13.5
Dec - 1138 - 75.0 - 22 - 388 - 338 - 105 - 19.1| - 185.6 - 84 4.1 - 06 - 265 14.6
2016 Jan 157.8 47.6 53 110.2 95.1 - 398 127.3 167.1 - 282 - 838 - 04 - 191 0.1
Feb 87.9 46.6 - 00 41.2 50.1 - 815 32.0 113.6 - 154 12.1 - 1.2 - 247 - 15
Mar 60.4 21.6 - 31 38.7 39.5 214 - 859 - 1073 - 16.6 - 63 - 09 0.1 - 95
Apr 92.6 44.4 25.2 48.2 43.0 - 615 118.7 180.2 - 41 - 46 - 13 - 07 25
May 70.1 229 13.1 47.2 53.5 - 0.1 62.6 62.7 0.2 - 52 - 05 - 04 6.2
June 52.2 5.5 - 55 46.7 58.3 235 - 314| - 549 - 1 - 210 - 08 - 116 2222
July 50.9 28.6 14.0 223 21.4 - 870 60.0 1471 - 287 - 75 - 06 - 239 33
Aug 15.4 16.8 28.3 - 14 7.2 - 371 8.5 45.6 0.4 - 51 - 07 0.8 5.4
(b) German contribution
I Lending to non-banks (non-MFls) Il Net claims on Il Monetary capital formation at monetary
in the euro area non-euro-area residents financial institutions (MFls) in the euro area
Enterprises General
and households government Debt
Deposits securities
Liabil- with an Deposits with
Claims ities to agreed atagreed |maturities
on non- non-euro- maturity notice of of over Capital
of which of which euro-area |area of over over 2 years and
Period Total Total Securities | Total Securities | Total residents residents Total 2 years 3 months  |(net) 2 reserves 3
2015 Jan 28.5 13.0 7.0 15.4 6.5 - 576 52.2 109.8 - 038 - 34 - 00 1.8 0.8
Feb 9.4 4.6 - 11 4.8 1.7 2.9 - 1A - 139 1.8 - 15 - 13 23 2.3
Mar 15.2 9.7 8.4 5.6 7.2 - 124 - 19.0 - 69 - 153 - 48 - 13 - 9 - 01
Apr 17.3 33 0.7 14.0 49 7.7 339 26.2 - 132 - 10.0 - 22 - 06 - 04
May - 35 45 - 438 - 80 4.4 1.1 - 17 - 128 - 146 - 16 - 16 - 1.7 0.4
June - 0.9 - 27 - 57 1.7 5.1 16.2 - 250 - 41 0.4 - 38 - 14 1.8 3.7
July 31.5 229 213 8.6 6.4 - 276 - 87 19.0 12.5 16.5 - 15 - 06 - 19
Aug 129 7.2 - 15 5.7 9.0 - 207 - 09 19.9 - 65 0.5 - 15 - 45 - 1.0
Sep 15 4.1 - 26 7.3 8.7 15.9 - 20 - 179 - 17 - 25 - 14 - 74 - 04
Oct 3.4 - 38 - 94 7.1 35 - 8.5 - 131 - 46 - 107 - 9.0 - 13 0.7 - 11
Nov 273 213 7.8 6.0 10.6 - 13.0 - 357 - 227 - 1238 - 36 - 1.2 - 39 - 41
Dec - 199 - 16 - 538 - 82 - 28 5.2 - 521 - 573 - 240 - 39 - 09 - 221 2.9
2016 Jan 19.7 5.7 - 30 14.0 10.4 - 211 247 45.8 - 12 - 15 - 13 2.8 - 1.2
Feb 15.6 10.9 - 42 4.7 48 - 292 7.3 36.5 - 18 - 18 - 13 - 77 - 1.0
Mar 12.3 4.4 0.6 7.8 8.2 7.3 - 226 - 298 0.9 - 00 - 11 2.4 - 04
Apr 22.8 12.3 0.7 10.6 5.9 - 401 135 53.7 - 23 - 33 - 1 1.7 0.4
May 22.0 16.2 4.9 5.8 9.1 1.7 1.2 - 05 4.8 0.8 - 1.0 5.0 - 00
June 2.5 1.7 0.5 0.8 6.5 - 2.9 23.9 26.8 - 57 - 15 - 07 - 73 3.8
July 25.7 13.2 1.4 12.5 9.5 - 185 7.0 25.5 - 105 - 08 - 09 - 51 - 37
Aug 9.1 8.9 15 0.2 2.0 - 166 2.5 19.1 - 04 - 18 - 08 3.8 - 16
* The data in this table are based on the consolidated balance sheet of monetary MFIs" portfolios. 3 After deduction of inter-MFI participations. 4 Including the counter-
financial institutions (MFIs) (Table 11.2); statistical breaks have been eliminated from parts of monetary liabilities of central governments. 5 Including the monetary
the flow figures (see also the “Notes on the figures” in the “Explanatory notes” in the liabilities of central governments (Post Office, Treasury). 6 In Germany, only savings

Statistical Supplement to the Monthly Report 1, p 30°). 1 Source: ECB. 2 Excluding deposits. 7 Paper held by residents outside the euro area has been eliminated.
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(a) Euro area

V Other factors VI Money stock M3 (balance | plus Il less Il less IV less V)
Money stock M2 Debt secur-
of which ities with
Intra- Money stock M1 maturities
Eurosystem Deposits of up to
liability/ with an Deposits Money 2 years
IV De- claim agreed at agreed market (incl money
posits of related to Currency maturity | notice of Repo fund market
central gov- banknote in circu- Overnight of up to upto3 transac- shares paper)
ernments | Total 4 issue Total Total Total lation deposits 5 2 years 5 |months 5.6 |tions (net) 2.7.8 | (net) 2.7 Period
80.8| - 435 - 227 5.5 34.9 - 27 375 - 370 7.7 23.7 20.2| - 5.92015 Jan
- 286| - 154 - 46.5 21.8 28.7 4.1 246| - 8.5 1.6 38.1 8.7 2.6 Feb
22.6 53.2 - 30.8 53.7 51.2 7.7 434 - 54 7.9 1.7\ - 100| - 6.0 Mar
- 433 - 254 - 113.0 77.8 91.5 8.8 82.7| - 155 1.8 - 175 21.9 6.3 Apr
441 - 04 - 30.2 64.2 94.6 6.7 88.0| - 352 48| - 59| - 91| - 6.8 May
14.0 64.9 - 5.2 38.3 63.8 10.7 53.1| - 255 0.0 - 20.1| - 171 8.2 June
- 423 - 294 - 73.8 42.7 41.8 14.2 27.6 14| - 06| - 1.8 244\ - 121 July
- 14.8 1.4 - 15.4 1.5 133 - 19 15.2 - 5.4 3.6 0.7 1.0 - 4.5 Aug
28.7 31.7 - - 209 6.3 231 - 28 259| - 84| - 85| - 77| - 157| - 0.8 Sep
330 - 6238 - 104.0 67.9 82.8 22 80.6| - 10.1| - 48] - 6.1 21.8 1.1 Oct
- 17.2 61.1 - 53.4 54.6 58.7 5.7 53.0) - 19| - 2.2 4.0 151 1.0 Nov
- 723| - 434 -1 - 0.2 53.9 45.2 14.4 30.8 7.8 09| - 311| - 239| - 10.8 Dec
87.7 - 178 - 76.4 37.3 36.2 -114 47.6| - 9.3 10.4 22.5 17.6 8.0/2016 Jan
- 141 4.0 - 31.7 14.5 21.2 1.3 199 - 119 5.2 4320 - 12 6.8 Feb
31.8 28.8 - 37.7 55.1 43.0 35 395 9.8 2.3 - 56| - 122 1.1 Mar
- 359| - 302 - 101.4 75.1 92.5 4.7 878 - 17.1| - 03| - 45 17.1 35 Apr
201 16.4 - 33.4 35.0 47.5 23 452| - 204 79| - 95 07| - 3.0 May
60.5 7.9 - 18.4 30.6 34.6 8.5 260 - 26| - 1.4 25| - 98 6.3 June
- 29.0| - 752 - 96.7 73.2 66.8 9.8 57.0 5.8 05| - 226 15.5 5.5 July
- 547 42.0 -1 - 961 - 11.2 - 6.0 - 45 - 151 - 5.8 0.6 2.4 491 - 33 Aug
(b) German contribution
V Other factors VI Money stock M3 (balance | plus Il less IlI less IV less V) 10
of which Components of the money stock
Intra- Debt securities
Eurosystem Deposits with
liability/ with an Deposits Money maturities
IV De- claim agreed at agreed market of up to 2 years
posits of related to Currency maturity notice of Repo fund (incl money
central gov- banknote in circu- Overnight of up to up to 3 transac- shares market
ernments Total issue 9,11 lation Total deposits 2 years months 6 tions (net) 7.8 paper)(net) 7 Period
63| - 59.5 24| - 0.8 24.9 26.3 - 51| - 1.1 3.4 0.0 1.4]2015 Jan
- 67| - 1.4 2.1 0.8 28.6 235 0.7 0.9 1.2 0.0 2.3 Feb
2.9 10.3 23 2.2 5.2 5.5 03| - 09| - 04| - 0.0 0.8 Mar
- 2.7 5.0 2.2 1.8 359 29.6 - 1.2 - 0.2 38| - 0.1 4.1 Apr
14| - 4.8 2.4 1.1 15.5 28.1 - 33 02| - 6.4 01| - 3.1 May
2.2 12.7 0.9 35 - 0.1 5.6 - 35| - 03| - 1.6 01| - 0.3 June
- 3.2 - 18.6 4.7 33 13.1 12.9 - 00| - 0.4 1.2 00| - 0.6 July
- 0.3 - 131 24| - 0.5 121 14.7 - 3.8 0.3 2.0 0.1 - 1.2 Aug
1.8 16.8 28| - 0.8 20.5 14.4 - 34 0.8 0.5 0.5 7.8 Sep
- 06| - 253 3.0 - 0.3 31.4 30.7 - 3.8 13 - 05| - 0.0 3.7 Oct
- 1.2) - 15.2 2.0 1.8 43.4 343 6.8 09| - 05| - 0.1 2.1 Nov
10.3 15.2 2.6 23 - 16.2 - 213 6.3 3.0 - 36| - 04| - 0.2 Dec
- 08| - 242 - 07| - 1.9 24.7 27.8 - 5.5 0.9 0.3 0.3 0.9/2016 Jan
7.1 - 241 0.6 0.4 15.3 13.3 - 1.9 1.6 1.4 - 0.1 1.0 Feb
21.0 3.1 2.1 0.6 - 55| - 12.5 109| - 08| - 09| - 02| - 2.0 Mar
- 17.4) - 20.6 1.2 1.0 231 241 - 1.1 - 0.7 05| - 0.5 0.7 Apr
187 - 19.6 29| - 0.5 19.9 21.5 03| - 06| - 02| - 04| - 0.7 May
13.0) - 7.9 4.2 15 0.2 2.0 - 07| - 04| - 1.0 0.0 0.4 June
- 31.8 25.0 3.7 2.1 24.5 123 40 - 0.1 0.9 - 0.2 7.6 July
881 - 221 23] - 0.6 6.1 1.3 - 1.6 01l - 02| - 01l - 3.5 Aug
8 Less German MFIs’ holdings of paper issued by euro-area MFls. 9 Including money stocks M1, M2 or M3. 11 The difference between the volume of euro
national banknotes still in circulation. 10 The German contributions to the Euro- banknotes actually issued by the Bundesbank and the amount disclosed in
system’s monetary aggregates should on no account be interpreted as national accordance with the accounting regime chosen by the Eurosystem (see also footnote

monetary aggregates and are therefore not comparable with the erstwhile German 2 on banknote circulation in Table 111.2).
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2 Consolidated balance sheet of monetary financial institutions (MFls) *

Assets
Lending to non-banks (non-MFIs) in the euro area
Enterprises and households General government
Claims
Total Shares and on non-
End of assets or Debt other Debt euro-area Other
year/month liabilities Total Total Loans securities 2 equities Total Loans securities 3 residents assets
Euro area (€ billion) 1
2014 July 25,303.6 16,176.1 12,7011 10,574.2 1,321.3 805.7 3,475.0 1,110.1 2,364.8 4,853.0 4,274.6
Aug 25,538.7 16,141.2 12,650.4 10,537.6 1,310.1 802.7 3,490.8 1,099.5 2,391.3 4,877.2 4,520.3
Sep 25,682.8 16,184.8 12,682.5 10,580.6 1,297.7 804.2 3,502.3 1,099.2 2,403.2 4,988.6 4,509.4
Oct 25,677.5 16,174.0 12,646.8 10,556.0 1,290.2 800.5 3,527.2 1,106.5 2,420.7 4,969.1 4,534.4
Nov 26,010.6 16,221.2 12,675.7 10,573.1 1,296.8 805.9 3,545.5 1,109.7 2,435.8 5,040.3 4,749.1
Dec 25,873.2 16,227.8 12,671.7 10,633.1 1,271.8 766.8 3,556.1 1,132.4 2,423.6 4,972.7 4,672.7
2015 Jan 26,939.0 16,401.5 12,757.6 10,707.2 1,274.4 775.9 3,644.0 1,158.9 2,485.0 5,407.2 5,130.2
Feb 26,880.5 16,426.5 12,7871 10,726.6 1,276.5 784.0 3,639.5 1,144.2 2,495.2 5,402.2 5,051.8
Mar 27,260.2 16,520.0 12,840.1 10,772.7 1,275.9 791.4 3,679.9 1,148.8 2,531.1 5,476.5 5,263.8
Apr 26,929.5 16,545.2 12,839.5 10,757.3 1,274.8 807.3 3,705.7 1,152.9 2,552.8 5,415.1 4,969.2
May 26,769.2 16,559.3 12,850.1 10,769.1 1,276.3 804.8 3,709.1 1,138.4 2,570.8 5,410.3 4,799.6
June 26,207.9 16,518.1 12,8113 10,766.8 1,254.0 790.5 3,706.8 1,136.8 2,570.0 5,269.8 4,420.1
July 26,434.1 16,604.5 12,875.5 10,773.6 1,300.2 801.7 3,729.0 1,135.4 2,593.7 5,290.5 4,539.1
Aug 26,280.8 16,580.5 12,822.1 10,732.5 1,302.7 786.9 3,758.4 1,126.5 2,631.9 5,241.9 4,458.4
Sep 26,222.5 16,606.0 12,7943 10,719.8 1,303.1 771.4 3,811.7 1,121.0 2,690.7 5,158.7 4,457.8
Oct 26,416.5 16,658.0 12,8145 10,743.8 1,288.2 782.6 3,843.5 1,125.0 2,7185 5,245.2 4,513.3
Nov 26,732.3 16,772.7 12,884.4 10,797.5 1,295.5 7913 3,888.2 1,117.1 2,771.2 5,308.0 4,651.7
Dec 25,927.7 16,619.0 12,780.6 10,705.2 1,296.1 779.3 3,838.4 1,110.3 2,728.2 5,023.5 4,285.1
2016 Jan 26,491.5 16,768.8 12,810.6 10,737.0 1,306.1 767.5 3,958.2 1,127.1 2,831.2 5,137.0 4,585.7
Feb 26,827.0 16,855.5 12,852.4 10,781.9 1,312.6 757.8 4,003.1 1,118.6 2,884.5 5215.6 4,755.9
Mar 26,482.8 16,903.8 12,856.7 10,788.1 1,314.3 754.4 4,047.1 1,117.9 2,929.3 5,018.8 4,560.2
Apr 26,627.5 16,981.4 12,888.2 10,794.1 1,325.5 768.6 4,093.3 1,128.0 2,965.3 5161.8 4,484.3
May 26,878.8 17,068.1 12,916.9 10,808.1 1,3411 767.7 4,151.2 1,121.7 3,029.5 5,258.1 4,552.5
June 27,143.8 17,114.7 12,904.2 10,805.9 1,345.8 752.6 4,210.5 1,110.6 3,099.9 5,261.0 4,768.0
July 27,211.2 17,167.4 12,926.3 10,810.5 1,360.7 755.2 4,241.1 1,111.5 3,129.6 5,313.8 4,730.0
Aug 27,123.9 17,179.4 12,939.9 10,794.7 1,367.1 778.2 4,239.5 1,102.8 3,136.7 5,309.6 4,634.9
German contribution (€ billion)
2014 July 5,765.7 3,681.2 2,914.0 2,515.6 143.9 254.6 767.2 365.7 401.5 1,183.5 900.9
Aug 5,843.8 3,675.7 2,915.6 2,520.4 142.6 252.7 760.1 360.4 399.7 1,179.0 989.0
Sep 5,843.6 3,688.5 2,924.1 2,526.7 144.0 2535 764.4 359.8 404.6 1,182.8 972.4
Oct 5,864.9 3,695.6 2,922.0 2,528.3 141.7 251.9 773.6 366.9 406.8 1,192.8 976.5
Nov 5,960.0 3,711.2 2,938.5 2,537.3 145.5 255.7 772.6 363.9 408.7 1,225.3 1,023.5
Dec 5973.4 3,696.4 2,931.4 2,527.7 143.6 260.1 764.9 364.1 400.8 1,209.1 1,068.0
2015 Jan 6,233.3 3,728.3 2,948.0 2,536.5 142.2 269.2 780.4 3724 408.0 1,3135 1,191.4
Feb 6,174.3 3,739.4 2,953.8 2,542.4 142.3 269.1 785.5 375.5 410.0 1,301.2 1,133.7
Mar 6,272.2 3,758.2 2,967.1 2,546.4 1441 276.5 791.2 374.0 417.2 1,306.4 1,207.5
Apr 6,202.9 3,772.6 2,966.9 2,546.0 135.6 2853 805.7 382.9 422.8 1,317.1 1,113.2
May 6,140.5 3,770.8 2,972.2 2,555.9 135.0 281.3 798.6 370.7 427.9 1,317.8 1,052.0
June 5,995.7 3,767.1 2,967.3 2,557.3 1333 276.7 799.9 367.0 432.9 1,279.1 949.4
July 6,058.3 3,803.0 2,993.0 2,561.0 153.8 2782 810.0 368.0 442.0 1,274.1 981.2
Aug 6,026.6 3,813.0 2,996.1 2,567.6 155.4 2731 816.9 364.9 452.0 1,260.5 953.1
Sep 6,041.7 3,824.0 2,996.1 2,572.5 157.2 266.4 827.9 364.5 463.4 1,257.0 960.7
Oct 6,041.6 3,832.0 2,994.6 2,578.6 150.5 265.6 837.4 368.4 469.0 1,257.1 952.5
Nov 6,104.5 3,864.8 3,019.5 2,594.8 153.5 2712 8453 363.9 481.3 1,236.6 1,003.2
Dec 5,924.8 3,839.8 3,003.6 2,586.5 155.7 2613 836.3 358.3 477.9 1,166.4 918.6
2016 Jan 6,057.5 3,858.0 3,004.8 2,592.8 154.8 257.3 853.1 362.0 491.2 1,191.2 1,008.3
Feb 6,155.1 3,874.6 3,014.0 2,607.0 151.1 255.9 860.6 362.0 498.6 1,209.7 1,070.8
Mar 6,060.3 3,885.2 3,015.6 2,607.8 151.8 256.0 869.6 361.6 508.0 1,163.7 1,011.4
Apr 6,049.9 3,908.1 3,026.3 2,617.8 152.2 256.3 881.8 366.1 515.7 1,181.7 960.2
May 6,090.9 3,934.4 3,043.0 2,629.7 153.3 260.0 891.4 362.8 528.6 1,187.1 969.4
June 6,220.9 3,939.5 3,042.5 2,629.1 152.9 260.5 897.0 357.3 539.7 1,221.3 1,060.1
July 6,245.3 3,968.2 3,054.3 2,639.3 155.3 259.7 913.9 360.3 553.6 1,228.3 1,048.8
Aug 6,218.9 3,977.6 3,062.7 2,646.2 155.3 261.2 914.8 358.5 556.4 1,227.1 1,014.2
* Monetary financial institutions (MFIs) comprise banks (including building and loan enterprises. 3 Including Treasury bills and other money market paper issued by
associations), money market funds, and the European Central Bank and national general government. 4 Euro currency in circulation (see also footnote 8 on p 12°)

central banks (the Eurosystem). 1 Source: ECB. 2 Including money market paper of Excluding MFIs’ cash in hand (in euro). The German contribution includes the volume
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of euro banknotes put into circulation by the Bundesbank in accordance with the
accounting regime chosen by the Eurosystem (see also footnote 2 on banknote
circulation in Table 111.2). The volume of currency actually put into circulation by the

Liabilities
Deposits of non-banks (non-MFls) in the euro area
Enterprises and households
With agreed At agreed
maturities of notice of 6
over
Currency 1 year and
in of which up to up to over up to over
circulation 4 Total in euro 5 Total Overnight 1 year 2 years 2 years 3 months 3 months
Euro area (€ billion) ’
944.7 11,022.8 10,378.1 10,420.0 4,448.9 1,115.3 430.6 2,244.8 2,095.2 85.0
946.8 11,0151 10,414.4 10,454.5 4,478.1 1,124.0 427.2 2,241.3 2,097.5 86.3
947.0 11,017.4 10,417.6 10,466.0 4,522.5 1,115.0 422.6 2,227.3 2,091.9 86.7
950.6 11,004.8 10,402.5 10,465.5 4,557.8 1,109.4 415.2 2,212.0 2,084.5 86.5
956.8 11,109.7 10,480.5 10,532.6 4,637.2 1,099.7 407.6 2,213.2 2,088.7 86.1
980.6 11,155.3 10,5493 10,627.7 4,728.8 1,089.3 399.5 2,217.4 2,105.6 87.0
979.1 11,312.2 10,597.4 10,701.8 4,827.2 1,073.8 389.0 2,213.3 2,109.9 88.4
983.2 11,295.5 10,605.0 10,704.1 4,847.7 1,039.2 389.0 2,230.9 2,110.1 87.2
990.9 11,362.5 10,639.0 10,750.7 4,900.1 1,040.0 384.7 2,221.9 2,118.1 85.9
999.8 11,356.7 10,684.2 10,784.8 4,972.1 1,030.6 378.6 2,200.2 2,119.3 83.9
1,006.4 11,453.0 10,726.9 10,824.8 5,049.8 1,001.7 374.0 2,192.9 2,123.9 823
1,017.1 11,4721 10,727.2 10,828.4 5,096.7 977.6 370.2 2,178.6 2,124.1 81.2
1,031.3 11,470.9 10,759.7 10,875.8 5,134.9 983.3 367.9 2,187.5 2,121.8 80.4
1,029.4 11,455.3 10,756.8 10,867.7 5,137.0 981.6 362.4 2,183.4 2,124.2 79.1
1,026.5 11,489.3 10,772.2 10,875.0 5,162.4 977.2 358.8 2,179.5 2,118.7 783
1,028.8 11,577.7 10,817.5 10,927.6 5,244.4 973.5 356.8 2,161.0 2,114.5 77.3
1,034.5 11,602.0 10,851.3 10,947.8 5,288.4 971.2 350.3 2,150.5 2,111.6 75.7
1,048.9 11,562.3 10,889.6 10,998.3 5,324.9 981.8 349.1 2,152.3 2,115.0 75.2
1,037.4 11,686.0 10,926.9 11,027.4 5,364.3 9733 348.8 2,142.8 2,123.8 74.3
1,038.7 11,695.4 10,946.4 11,050.3 5,383.7 968.1 3449 2,154.4 2,126.1 73.1
1,042.2 11,760.3 10,990.8 11,081.1 5,418.0 973.4 343.0 2,145.6 2,128.8 72.3
1,046.9 11,788.3 11,051.0 11,145.6 5,503.2 964.0 339.9 2,139.5 2,128.5 70.5
1,049.2 11,839.2 11,078.5 11,164.9 5,544.0 946.3 3339 2,134.6 2,136.0 70.0
1,057.7 11,900.5 11,073.0 11,160.7 5,563.8 946.0 331.7 2,114.7 2,135.1 69.3
1,067.5 11,922.8 11,127.0 11,206.9 5,615.0 954.1 327.0 2,107.1 2,134.9 68.8
1,063.1 11,855.0 11,109.4 11,192.3 5,611.1 954.4 321.2 2,101.6 2,136.0 68.0
German contribution (€ billion)
222.6 3,168.9 3,102.0 2,976.7 1,455.9 1955 315 689.5 527.5 76.8
2225 3,183.4 3,120.4 2,992.8 1,467.7 199.8 31.3 688.2 528.0 77.7
222.8 3,187.6 3,124.3 2,997.3 1,479.1 191.5 32.7 687.6 528.2 78.2
2236 3,199.5 3,133.6 3,020.0 1,507.0 189.9 325 684.8 527.9 78.1
224.8 3,222.7 3,157.5 3,038.6 1,531.2 186.7 334 682.2 527.4 77.7
229.7 3,207.5 3,142.6 3,019.1 1,507.1 191.8 323 680.6 531.0 76.4
228.9 3,233.6 3,156.6 3,045.0 1,541.7 188.3 31.3 677.5 528.8 77.4
229.7 3,249.6 3,172.0 3,062.0 1,562.7 187.1 31.0 675.4 529.6 76.1
232.0 3,253.1 3,175.8 3,062.6 1,569.0 187.1 31.4 671.6 528.7 74.8
233.8 3,265.4 3,191.1 3,080.3 1,598.9 187.3 31.7 661.3 528.5 72.7
234.9 3,289.4 3,214.1 3,094.6 1,620.0 183.7 319 659.5 528.5 711
238.3 3,287.5 3,208.9 3,090.0 1,626.3 178.9 32.2 654.6 528.3 69.7
241.6 3,3125 3,236.6 3,120.9 1,643.3 179.8 32.4 669.3 527.9 68.2
241.2 3,321.2 3,246.0 3,123.4 1,651.0 175.8 32.2 669.5 528.2 66.7
240.3 3,330.8 3,253.8 3,131.7 1,667.0 172.0 31.7 666.7 529.0 65.3
240.1 3,349.1 3,271.6 3,154.0 1,698.6 170.8 329 657.5 530.3 64.0
241.9 3,386.8 3,309.9 3,182.3 1,732.8 168.6 33.2 653.8 531.1 62.8
244.2 3,379.0 3,293.1 3,168.8 1,711.8 176.9 34.4 649.6 534.1 61.9
242.2 3,398.2 3,312.7 3,191.1 1,739.2 172.6 35.6 647.9 535.1 60.7
242.7 3,412.8 3,319.7 3,197.4 1,747.9 1721 35.8 645.5 536.7 59.4
2433 3,428.4 3,315.7 3,188.8 1,735.7 176.5 375 644.9 535.9 58.3
244.2 3,429.1 3,3343 3,208.5 1,759.1 178.5 383 640.3 535.1 57.2
243.7 3,469.8 3,356.2 3,2229 1,779.2 175.2 373 640.6 534.4 56.2
245.2 3,481.5 3,352.9 3,218.7 1,779.1 1731 383 638.8 533.9 55.4
247.4 3,464.1 3,368.1 3,233.1 1,7935 174.7 38.2 638.3 533.8 54.6
246.7 3,480.0 3,376.0 3,238.3 1,803.0 173.4 38.2 636.2 533.8 53.8

Bundesbank can be calculated by adding to this total the item “Intra-Eurosystem
liability/claim related to banknote issue” (see “Other liability items”). 5 Excluding
central governments’ deposits. 6 In Germany, only savings deposits.
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Il Overall monetary survey in the euro area

2 Consolidated balance sheet of monetary financial institutions (MFIs) (cont’d) *

Liabilities (cont'd)

* Monetary financial institutions (MFIs) comprise banks (including building and loan
associations), money market funds, and the European Central Bank and national
central banks (the Eurosystem). 1 Source: ECB. 2 In Germany, only savings
deposits. 3 Excluding holdings of MFIs; for the German contribution, excluding
German MFIs” portfolios of securities issued by MFIs in the euro area. 4 In Germany,
bank debt securities with maturities of up to one year are classed as money market

Deposits of non-banks (non-MFls) in the euro area (cont’d)
General government Repo transactions Debt securities
with non-banks
Other general government in the euro area
With agreed At agreed
maturities of notice of 2
Money
over of which market of which
Central 1 year and Enterprises |fund denom-
govern- up to up to over up to over and shares inated
ments Total Overnight |1 year 2 years 2 years 3 months |3 months | Total households | (net) 3 Total in euro
Euro area (€ billion) ’
292.8 310.0 132.6 101.9 9.2 45.0 16.1 5.2 302.3 293.4 409.0 2,524.2 1,898.5
246.4 314.2 138.0 100.3 9.3 45.0 16.4 5.2 305.3 296.2 412.7 2,521.4 1,888.8
240.6 310.8 1321 102.9 9.1 45.2 16.4 5.1 287.6 2725 414.4 2,526.9 1,878.0
236.2 303.1 133.1 95.0 9.3 45.1 15.5 5.1 313.2 302.7 428.9 2,489.0 1,839.8
262.2 315.0 142.1 97.0 101 44.9 15.8 5.1 310.5 301.4 434.4 2,4749 1,824.9
216.7 310.9 138.0 100.5 1.5 39.5 16.4 5.1 297.0 290.7 414.2 2,479.0 1,820.8
300.7 309.7 134.9 99.3 1.3 39.9 18.8 5.4 321.6 311.4 4343 2,505.0 1,797.9
2721 3193 1421 99.8 1.6 40.0 20.3 5.3 359.7 349.6 4431 2,502.5 1,783.8
294.7 3171 139.7 100.2 12.7 39.2 20.1 5.3 361.8 355.6 4331 2,493.0 1,762.7
251.4 320.6 144.8 97.9 12.8 39.5 204 5.1 344.0 336.3 455.0 2,462.0 1,743.3
295.5 3327 157.0 97.0 13.1 39.9 20.7 5.0 3383 3317 445.9 2,443.7 1,719.2
309.5 334.1 157.1 97.6 131 40.9 20.5 4.9 318.0 314.5 428.8 2,431.8 1,704.8
267.3 327.8 148.2 100.3 13.4 38.8 223 49 316.3 313.1 453.2 2,404.1 1,681.3
252.6 335.1 154.3 100.4 134 38.8 234 438 316.7 311.6 451.7 2,373.3 1,671.8
281.7 332.7 152.4 101.4 13.2 394 215 4.8 309.0 301.4 445.9 2,342.9 1,659.8
316.6 3335 156.3 98.6 13.2 39.6 20.9 47 303.1 293.6 467.6 2,336.2 1,639.5
299.4 354.9 167.1 108.5 13.0 39.7 21.9 4.7 307.5 3023 482.7 2,365.7 1,645.2
227.4 336.6 154.4 104.6 13.7 39.7 19.5 4.7 276.1 274.2 458.9 2,317.9 1,633.0
315.1 343.4 160.9 102.3 143 39.7 21.0 5.2 298.5 296.9 475.9 2,299.3 1,6135
301.0 344.0 162.6 98.1 14.4 39.9 24.0 5.1 341.8 337.9 474.6 2,284.9 1,595.4
3333 3459 159.5 102.0 15.1 40.8 23.6 5.0 335.7 3325 462.8 2,263.8 1,588.8
297.6 345.2 161.9 97.2 15.4 42.2 235 49 327.9 3231 480.2 2,268.7 1,585.0
317.7 356.6 167.0 102.1 15.5 43.1 24.0 4.9 318.7 312.8 480.9 2,275.3 1,572.7
3783 361.6 171.3 102.4 15.9 43.7 235 438 3213 318.0 471.5 2,271.9 1,566.0
349.2 366.6 174.0 101.6 18.2 43.8 24.2 438 298.6 297.4 487.0 2,248.1 1,540.7
294.6 368.1 175.7 100.8 18.7 443 238 49 301.0 299.9 492.0 2,243.6 1,532.4
German contribution (€ billion)
17.3 174.9 43.6 83.2 5.9 38.7 2.8 0.7 8.4 7.7 3.7 543.2 291.5
124 178.2 47.8 82.1 6.0 38.8 2.8 0.6 10.1 9.0 3.4 541.2 289.6
139 176.4 43.8 84.6 5.8 38.8 2.7 0.6 7.4 5.8 34 546.0 285.7
12.6 166.8 41.6 771 5.8 38.9 2.8 0.6 9.1 8.4 3.4 549.3 287.7
12.4 171.7 44.0 79.2 6.4 38.7 2.8 0.6 9.6 9.0 34 550.5 285.7
1.3 1771 50.7 823 7.6 32.8 3.0 0.7 3.4 3.1 33 547.3 280.7
18.7 170.0 447 81.2 7.5 329 3.1 0.7 6.8 4.7 3.3 566.9 283.7
12.0 175.7 47.5 82.9 8.1 335 3.1 0.7 8.0 5.6 33 5733 287.6
14.7 175.8 47.7 82.3 9.2 32.8 3.1 0.7 7.6 5.2 3.3 573.0 285.6
12.0 1731 46.9 80.2 9.3 33.0 3.1 0.7 1.4 8.7 3.2 567.3 280.9
13.4 181.4 54.6 80.0 9.7 333 3.2 0.6 5.0 3.8 3. 557.3 272.4
15.6 181.8 53.2 80.8 9.7 34.4 3.1 0.6 3.3 2.2 3.4 555.5 269.8
12.4 179.3 49.8 83.6 9.8 323 3.1 0.6 4.5 3.3 3.4 558.4 267.2
121 185.7 56.0 83.8 9.8 325 3.1 0.6 6.6 4.6 35 547.0 266.9
14.0 185.1 54.4 84.5 9.7 32.8 3.1 0.6 7.0 4.9 4.0 547.0 272.6
13.4 181.6 54.1 80.9 9.8 331 3.1 0.6 6.6 5.0 3.9 555.3 275.2
123 192.2 55.6 90.2 9.5 33.2 3.1 0.6 6.1 4.5 3.8 562.5 270.9
22.6 187.6 54.3 86.0 10.2 334 3.1 0.5 25 2.0 3.4 533.4 254.9
218 185.2 54.5 83.2 10.5 33.4 3.1 0.5 2.8 2.7 3.7 534.8 257.0
28.9 186.5 59.1 79.7 10.5 33.7 3.1 0.5 4.2 3.7 3.6 527.9 250.2
49.3 190.2 57.4 84.1 10.8 343 3.1 0.5 3.2 2.0 3.4 518.7 250.5
31.9 188.7 58.2 80.3 10.9 35.6 3.2 0.5 3.7 2.4 3.0 521.8 2491
50.6 196.3 60.4 849 111 36.2 3.3 0.5 3.5 2.4 2.5 530.9 2449
63.6 199.2 62.2 85.0 15 36.6 33 0.5 2.5 2.3 2.6 523.0 241.2
31.9 199.1 59.9 85.2 133 36.8 33 0.5 3.4 3.2 24 524.2 241.2
40.6 201.0 61.7 84.6 13.6 37.2 3.4 0.5 3.2 3.2 2.3 524.3 241.5

paper. 5 Excluding liabilities arising from securities issued. 6 After deduction of
inter-MFI participations. 7 The German contributions to the Eurosystem’s monetary
aggregates should on no account be interpreted as national monetary aggregates
and are therefore not comparable with the erstwhile German money stocks M1, M2
or M3. 8 including DM banknotes still in circulation (see also footnote 4 on
p 10® 9 For the German contribution, the difference between the volume of
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Memo item
Other liability items Monetary aggregates 7
(From 2002, German contribution
issued (net) 3 excludes currency in circulation)
With maturities of
of which Monetary
Intra- liabilities
Eurosystem- of central
liability/ govern-
over Liabilities Excess claim Monetary | ments
1 year and to non- Capital of related to capital (Post
up to up to over euro-area |and inter-MFI banknote forma- Office,
1 year 4 2 years 2 years residents 5 |reserves 6 |liabilities | Total 8 issue 9 M1 10 M2 11 M3 12 tion 13 Treasury) 14
Euro area (€ billion) 1
37.6 35.2 2,451.4 3,438.4 2,469.0) - 46.1 4,239.4 - 5611.4 9,402.4 10,016.6 7,300.4 107.8
41.0 34.2 2,446.2 3,451.1 2,4936| - 59.1 4,451.8 - 5,648.2 9,445.8 10,067.0 7,317.6 108.3
38.7 33.1 2,455.2 3,577.8 2,5085| - 676 4,470.9 - 5,688.1 9,468.9 10,079.0 7.327.9 109.4
30.8 36.9 2,421.3 3,563.2 24912 - 834 4,520.1 - 5,726.9 9,478.2 10,104.8 7,261.3 107.8
29.7 38.8 2,406.4 3,573.4 2,504.1| - 685 4,715.3 - 5,827.3 9,568.3 10,197.2 7,259.8 113.3
61.6 42.8 2,374.7 3,561.6 2,459.6| - 45.1 4,570.9 - 5,938.9 9,682.5 10,313.4 7,183.3 1123
58.6 42.3 2,404.1 3,918.8 2,555.0) - 99.2 5,012.3 - 6,030.9 9,754.1 10,405.4 7,306.2 110.6
59.2 433 2,400.1 3,946.4 25479 - 1154 4,917.5 - 6,061.3 9,752.3 10,427.4 7,311.4 109.1
53.4 44.2 2,395.3 3,978.1 2,577.1) - 653 5,129.0 - 6,119.8 9,816.0 10,469.8 7,324.7 109.5
57.0 45.8 2,359.2 4,005.8 2,5442| - 72.9 4,835.0 - 6,203.6 9,883.9 10,571.4 7,232.3 107.6
54.0 42.2 2,347.5 3,963.5 2,5525) - 673 4,633.2 - 6,302.5 9,953.7 10,607.6 7,220.2 110.0
58.6 44.7 2,3285 3,794.9 2,5345| - 610 4,271.9 - 6,361.5 9,986.3 10,605.9 7.168.7 112.4
46.0 45.1 2,313.0 3,892.3 2,5336| - 68.1 4,400.5 - 6,407.3 10,038.0 10,688.7 7,158.2 114.8
35.6 47.3 2,290.3 3,887.3 2,532.2) - 675 4,302.4 - 6,415.1 10,042.3 10,680.6 7.128.5 116.3
32.7 46.4 2,263.8 3,812.6 2,536.2| - 533 4,313.2 - 6,437.1 10,049.4 10,667.3 7,102.1 117.3
324 47.0 2,256.8 3,865.9 2,562.3| - 75.9 4,350.7 - 6,524.1 10,122.9 10,776.3 7,101.8 115.7
31.1 49.2 2,2854 3,920.2 2,567.1) - 773 4,529.8 - 6,591.2 10,188.4 10,840.9 7.1231 121.9
22.8 47.8 2,247.2 3,669.0 2,551.6| — 48.0 4,091.0 - 6,630.6 10,234.9 10,834.3 7,070.7 123.0
29.2 50.8 2,219.3 3,809.3 2,575.8) - 73.1 4,382.5 - 6,664.9 10,269.9 10,908.8 7,057.1 123.6
335 54.3 2,197.1 3,921.2 2,612.7) - 921 4,549.9 - 6,686.8 10,283.4 10,940.6 7,082.3 122.8
371 51.6 2,175.1 3,739.0 2,595.1| - 90.6 4,374.6 - 6,720.4 10,326.9 10,966.8 7,033.8 121.3
42.2 49.9 2,176.6 3,926.4 2,6069| - 965 4,278.7 - 6,814.0 10,403.1 11,066.2 7,040.7 122.7
39.6 49.0 2,186.7 4,032.5 2,6034) - 782 4,357.7 - 6,866.2 10,444.7 11,105.8 7,042.7 126.6
49.7 471 2,175.1 3,954.5 2,667.5| - 574 4,556.3 - 6,900.0 10,4751 11,126.3 7,075.2 127.7
54.8 48.0 2,1453 4,090.2 2,680.7) — 102.1 4,518.4 - 6,967.4 10,548.1 11,2233 7,050.5 131.5
535 46.2 2,143.9 4,130.4 2,6781| - 833 4,444 1 - 6,960.7 10,536.4 11,2133 7,040.8 131.7
German contribution (€ billion)
9.2 6.4 527.7 619.9 526.1| - 5703 1,465.8 251.2 1,499.4 2,345.9 2,373.5 1,859.5 -
10.3 7.4 523.5 628.4 531.3| - 607.0 1,553.1 254.8 1,515.6 2,365.6 2,396.8 1,860.1 -
1.3 7.4 527.4 641.5 532.3| - 6215 1,546.9 258.7 1,522.9 2,368.4 2,397.9 1,865.0 -
1.3 7.8 530.2 636.4 529.7| - 620.1 1,557.6 261.8 1,548.6 2,384.5 2,416.2 1,862.2 -
10.4 7.9 532.2 654.2 5329| - 6213 1,608.0 264.4 1,575.2 2,411 2,442.4 1,864.4 -
10.3 7.7 529.4 633.4 535.7| - 605.7 1,648.7 267.9 1,557.8 2,405.7 2,430.3 1,855.6 -
11.8 8.2 546.9 763.4 553.3| - 674.0 1,780.3 270.3 1,586.4 2,426.5 2,456.5 1,888.6 -
143 7.9 551.0 751.7 550.7| - 678.0 1,715.9 272.4 1,610.2 2,452.0 2,485.5 1,887.4 -
149 85 549.6 755.9 557.2| - 670.7 1,793.0 274.7 1,616.8 2,458.5 2,492.8 1,886.7 -
18.9 8.3 540.2 770.7 553.7| - 666.9 1,698.4 276.9 1,645.8 2,485.8 2,527.5 1,861.4 -
18.6 5.6 533.1 764.2 556.8| - 676.8 1,641.5 279.3 1,674.6 2,511.5 2,544.0 1,854.4 -
18.5 5.4 531.7 718.1 555.8| - 6709 1,543.2 280.2 1,679.6 2,5125 2,543.1 1,846.8 -
18.2 5.2 535.1 742.1 552.4| - 692.2 1,577.2 284.9 1,693.1 2,529.7 2,561.0 1,857.9 -
16.2 5.9 524.9 754.9 552.8| - 7117 1,552.8 287.3 1,707.0 2,539.8 2,571.9 1,847.1 -
219 8.0 517.2 736.7 553.5| - 709.5 1,572.5 290.1 1,721.4 2,551.4 2,592.3 1,836.0 -
25.8 7.8 521.7 737.2 558.6| - 7355 1,566.6 293.1 1,752.7 2,580.5 2,624.6 1,835.4 -
26.4 9.6 526.5 724.9 553.7| - 7545 1,621.4 295.2 1,788.4 2,624.1 2,670.0 1,830.6 -
26.3 9.3 497.8 659.6 552.5| - 7427 1,537.4 297.8 1,766.1 2,610.8 2,652.3 1,795.8 -
25.2 1.2 498.4 702.8 560.8| - 766.0 1,620.7 297.1 1,793.6 2,633.8 2,676.6 1,801.7 -
255 11.8 490.7 739.6 574.8| - 790.7 1,683.0 297.7 1,807.0 2,644.8 2,689.9 1,804.6 -
24.0 10.9 483.8 699.0 569.9| - 7845 1,622.4 299.8 1,793.1 2,641.1 2,682.7 1,791.6 -
23.9 1.7 486.1 753.1 575.6| - 803.0 1,566.8 300.9 1,817.3 2,663.6 2,705.9 1,795.3 -
22.8 12.3 495.8 758.5 571.4| - 8231 1,577.5 303.9 1,839.6 2,685.7 2,726.9 1,800.7 -
23.8 1.8 487.5 783.3 592.6| - 8343 1,670.0 308.0 1,841.3 2,686.4 2,727.1 1,811.5 -
30.5 12.6 481.1 807.8 595.1| - 8249 1,673.4 311.7 1,853.4 2,702.0 2,750.9 1,806.5 -
27.3 12.5 484.5 826.2 589.2| - 8469 1,640.9 3141 1,864.6 2,711.7 2,757.0 1,801.3 -

euro banknotes actually issued by the Bundesbank and the amount disclosed in
accordance with the accounting regime chosen by the Eurosystem (see also footnote
2 on banknote circulation in Table 111.2). 10 Overnight deposits (excluding central
governments’ deposits), and (for the euro area) currency in circulation, central
governments’ overnight monetary liabilities, which are not included in the
consolidated balance sheet. 11 M1 plus deposits with agreed maturities of up to 2

years and at agreed notice of up to 3 months (excluding central governments’
deposits) and (for the euro area) central governments’ monetary liabilities with such
maturities. 12 M2 plus repo transactions, money market fund shares, money market
paper and debt securities up to 2 years. 13 Deposits with agreed maturities of over 2
years and at agreed notice of over 3 months, debt securities with maturities of over 2
years, capital and reserves. 14 Non-existent in Germany.

13¢

End of
year/month

2014 July
Aug
Sep

Oct
Nov
Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar

Apr
May
June

July
Aug

2014 July
Aug
Sep

Oct
Nov
Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar
Apr
May
June

July
Aug



Deutsche Bundesbank
Monthly Report
October 2016

14°

Reserve
maintenance
period
ending in 1

2014 Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

2014 Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2015 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

2016 Jan
Feb
Mar

Apr
May
June

July
Aug
Sep

Il Overall monetary survey in the euro area

3 Banking system’s liquidity position *

Stocks
€ billion; period averages of daily positions
Liquidity-providing factors Liquidity-absorbing factors
Monetary policy operations of the Eurosystem
Credit
institutions’
current
account
Net assets Longer- Other Other balances
in gold Main term Marginal liquidity- liquidity- Banknotes | Central Other (including
and foreign |refinancing |refinancing |lending providing Deposit absorbing in government | factors minimum Base
currency operations  |operations | facility operations 3 | facility operations 4 | circulation 5 | deposits (net) 6 reserves) 7 money 8
Eurosystem 2
518.9 105.4 534.6 0.7 2275 29.2 175.5 938.4 738| - 25.0 195.2 1162.8
536.4 128.1 5196 0.2 22256 29.7 152.4 947.9 87.7 -2 191.2 1168.8
536.8 148.1 507.8 0.1 215.9 283 126.0 951.0 111.6 - 05 1923 1171.6
540.0 111.7 460.1 0.1 209.0 23.9 27.2 958.1 1100| - 125 2143 1196.3
547.6 106.6 414.7 03 2022 246 0.0 967.6 94| - 236 210.2 12025
547.8 114.7 387.4 02 196.3 252 0.0 971.8 66.2| - 27.0 210.1 1207.1
552.0 98.9 398.2 0.2 194.7 243 0.0 9713 784 - 2256 192.6 1188.2
562.0 95.2 2125 03 193.3 31.0 0.0 973.6 761 57 188.3 1192.8
564.3 103.3 396.1 0.2 202.0 273 0.0 979.8 71.7 1.8 185.4 1192,
576.4 119.0 454.4 05 217.9 50.2 0.0 1005.5 66.3 9.8 236.3 1292.1
589.2 142.6 375.0 0.4 230.8 42.4 0.0 1005.4 62.1 27 2253 1273.1
625.9 118.9 386.1 0.2 290.6 68.6 0.0 1015.9 70.2 5.1 261.8 1346.4
655.7 95.9 406.6 0.1 383.1 99.7 0.0 1027.4 76.5 345 303.4 14305
642.9 82.4 44322 03 471.8 103.1 0.0 1042.7 96.3 17.2 381.4 1527.2
627.4 72.4 462.2 06 550.8 148.0 0.0 1055.3 63.4 18.1 428.4 1631.8
619.1 70.2 462.1 0.1 643.2 152.8 0.0 1052.4 95.2 28.9 465.3 1670.5
612.2 66.1 4593 0.1 730.7 173.1 0.0 1056.5 935 51.5 493.8 1723.4
611.6 716 466.9 0.2 811.8 196.6 0.0 1072.8 82.5 53.2 557.1 1826.5
607.8 62.9 461.7 0.1 907.6 2305 0.0 1063.4 115.6 73.9 556.5 1850.4
627.3 58.1 460.8 0.2 1000.1 262.0 0.0 1069.3 147.4 97.7 570.0 1901.3
640.3 53.9 456.3 0.2 1105.3 309.0 0.0 1076.6 123.9 122.8 623.8 2009.4
666.1 47.6 4716 0.1 1227.1 323.1 0.0 1087.1 175.5 169.4 657.5 2067.7
685.0 435 483.7 0.0 1339.7 355.1 0.0 1096.2 137.8 214.0 748.8 22002
Deutsche Bundesbank
130.9 55 1.6 0.1 53.2 8.2 49.0 2226 14| - 1384 58.6 289.4
136.2 193 13.8 0.1 52.0 7.9 46.8 225.0 14| - 1156 55.8 288.7
136.2 284 18.1 0.0 50.7 7.7 41.9 226.0 14| - 990 55.5 289.2
136.9 10.0 16.1 0.1 48.9 8.4 9.0 228.1 16| - 996 64.6 301.0
138.8 6.2 113 0.0 47.4 6.8 0.0 2305 09| - 9.7 62.3 299.5
138.7 4 10.0 0.1 45.9 8.7 0.0 2311 10| - 1035 615 301.2
139.4 56 12.2 0.0 455 9.0 0.0 2317 12| - 1022 63.1 303.8
141.0 8.0 14.9 0.1 455 9.0 0.0 2314 09| - 895 57.6 298.0
140.8 6.6 16.6 0.0 473 93 0.0 2324 09| - 867 55.5 297.2
141.9 13.4 30.7 0.0 50.4 14.9 0.0 2373 12 - 923 75.3 3275
143.2 6.6 30.9 0.0 52.4 12.4 0.0 237.0 15| - 926 74.7 324.1
151.5 56 295 0.1 64.8 21.2 0.0 239.9 11| - 1003 89.4 350.5
159.2 36 28.8 0.0 83.9 286 0.0 2425 20| - 1004 102.8 373.9
155.4 2.1 36.4 0.0 102.5 255 0.0 246.2 34| - 1014 122.8 394.4
151.2 1.8 40.0 0.0 119.1 42.4 0.0 2495 29| - 1183 135.9 427.7
148.4 28 40.8 0.0 138.2 408 0.0 2488 52| - 1159 151.2 440.9
146.1 3.2 433 0.0 156.3 56.1 0.0 249.1 93| - 1163 150.7 455.9
144.8 36 48.4 0.1 174.0 50.0 0.0 252.4 180 - 1240 174.4 476.8
143.7 1.9 46.3 0.0 193.9 59.8 0.0 250.4 261 - 1133 162.9 473.1
152.2 3.1 45.0 0.0 214.1 67.6 0.0 252.1 373 - 105.1 162.4 482.1
156.4 33 453 0.0 237.2 87.3 0.0 254.7 aa| - 1272 186.5 528.4
163.3 2.7 44.7 0.0 263.4 89.8 0.0 257.4 a72| - 1170 196.6 543.9
168.3 1.9 44.0 0.0 288.2 90.8 0.0 258.7 3621 - 1126 2293 578.9

Discrepancies may arise from rounding. * The banking system'’s liquidity position is
defined as the current account holdings in euro of euro-area credit institutions with
the Eurosystem. Amounts are derived from the consolidated financial statement of
the Eurosystem and the financial statement of the Bundesbank. 1 Figures are daily av-
erages for the reserve maintenance period ending in the month indicated. Following
the changeover in the frequency of Governing Council monetary policy meetings to a
six-week cycle, a reserve maintenance period no longer ends in every month. No

figures are available in such cases. 2 Source: ECB. 3 Includes liquidity provided under
the Eurosystem'’s securities purchase programmes. 4 From Aug. 2009, includes
liquidity absorbed as a result of the Eurosystem’s foreign exchange swap operations.
5 From 2002, euro banknotes and other banknotes which have been issued by the na-
tional central banks of the Eurosystem and which are still in circulation. In ac-
cordance with the accounting procedure chosen by the Eurosystem for the issue of
euro banknotes, 8% of the total value of the euro banknotes in circulation are



Deutsche Bundesbank
Monthly Report
October 2016

15°

Il Overall monetary survey in the euro area

Flows
Liquidity-providing factors Liquidity-absorbing factors
Monetary policy operations of the Eurosystem
Credit
institutions’
current
account
Net assets Longer- Other Other balances
in gold Main term Marginal liquidity- liquidity- Banknotes | Central Other (including Reserve
and foreign |refinancing |[refinancing |lending providing Deposit absorbing in government | factors minimum Base maintenance
currency operations  |operations  |facility operations 3 | facility operations 4 | circulation 5 |deposits (net) 6 reserves) 7 money 8 period
ending in 1
Eurosystem 2
+ 85 + 136 - 358 + 04 - 2.0 - 03 + 0.0 + 63 - 80 - 74 - 5.9 + 0.0| 2014 Apr
+ 175 + 227 - 15.0 - 05 - 4.9 + 05 - 231 + 95 + 139 + 229 - 4.0 + 6.0 May
+ 04 + 20.0 - 1.8 - 0.1 - 6.7 - 14 - 264 + 3.1 + 239 + 16 + 1.1 + 2.8 June
+ 32 - 364 - 477 + 0.0 - 6.9 - 44 - 988 + 741 - 16 - 120 + 220 + 247 July
+ 76 - 51 45.4 + 02 - 6.8 + 07 - 272 + 95 17.6 - 1.1 - 4.1 + 6.2 Aug
+ 02 + 8.1 - 273 - 0.1 - 5.9 + 06 + 0.0 + 42 - 262 - 34 - 0.1 + 4.6 Sep
+ 4.2 - 158 + 10.8 + 0.0 - 1.6 - 09 + 0.0 - 0.5 + 12.2 + 4.4 - 17.5 - 189 Oct
+ 10.0 - 37 + 143 + 0.1 - 1.4 + 6.7 + 0.0 + 23 - 23 + 16.9 - 43 + 4.6 Nov
+ 23 + 8.1 - 164 - 0.1 + 8.7 - 37 + 0.0 + 62 - 44 + 75 - 29 - 0.3 Dec
+ 121 15.7 + 583 + 03 + 15.9 + 229 + 0.0 + 25.7 - 5.4 + 8.0 + 50.9 + 99.6| 2015 Jan
. . . . . . . . . . . . Feb
+ 128 + 236 79.4 0.1 + 129 - 78 + 0.0 0.1 - 42 7.1 - 11.0 - 19.0 Mar
+ 36.7 - 237 + 111 - 02 + 59.8 + 26.2 + 0.0 + 10.5 + 8.1 + 2.4 + 36.5 + 733 Apr
. . . . . . . . . . . . May
+ 298 - 230 + 205 - 0.1 + 925 + 311 + 0.0 + 115 + 63 + 294 + 416 + 841 June
- 128 - 135 + 36.6 + 0.2 + 887 + 3.4 + 0.0 + 153 + 19.8 - 173 + 78.0 + 96.7 July
. . . . . . . . . . . . Aug
- 155 - 100 + 19.0 + 03 + 79.0 + 449 + 0.0 + 126 - 329 + 09 + 470 + 104.6 Sep
- 83 - 22 - 0.1 - 05 + 924 + 438 + 0.0 - 29 + 318 + 10.8 36.9 38.7 Oct
. . . . . . . . . . . . Nov
- 69 - 41 - 28 - 00 + 875 + 203 + 0.0 4.1 - 1.7 + 22.6 285 52.9 Dec
- 0.6 + 5.5 + 7.6 + 041 + 811 + 235 + 0.0 + 16.3 - 1.0 + 1.7 + 63.3 + 103.1| 2016 Jan
. . . . . . . . . . . . Feb
- 38 - 87 - 52 - 0.1 + 9538 + 339 + 0.0 - 94 + 331 + 20.7 - 0.6 + 239 Mar
+ 19.5 - 4.8 - 0.9 + 01 + 92.5 + 315 + 0.0 + 59 + 31.8 + 23.8 + 13.5 + 50.9 Apr
. . . . . . . . . . . . May
+ 13.0 - 42 - 45 + 00 + 105.2 + 47.0 + 0.0 + 73 - 235 + 25.1 + 538 108.1 June
25.8 - 63 + 153 - 0.1 + 1218 + 141 + 0.0 10.5 + 516 + 46.6 337 58.3 July
. . . . . . . . . . . . Aug
+ 189 - 41 + 121 - 0.1 + 1126 + 32.0 + 0.0 + 9.1 - 377 + 446 + 913 + 1325 Sep
Deutsche Bundesbank
+ 24 + 1.1 + 07 0.0 - 0.6 - 09 - 35 + 16 0.1 + 87 - 2.4 - 1.7| 2014 Apr
+ 53 + 137 + 22 0.0 - 1.2 0.3 - 22 + 24 0.0 + 22.8 - 2.8 - 0.7 May
+ 00 + 9.1 + 43 - 00 - 1.4 - 02 - 5.0 + 1.0 - 00 + 16.6 0.3 + 0.5 June
+ 07 - 184 - 20 + 0.1 - 1.7 + 07 - 329 + 2.1 + 02 - 06 + 9.1 + 119 July
+ 19 - 38 - 48 - 0.1 - 1.5 - 16 - 9.0 + 24 - 06 + 29 - 2.3 - 1.5 Aug
- 02 - 20 - 13 + 0.1 - 1.6 + 19 + 0.0 + 06 + 0.1 - 68 - 0.7 + 1.7 Sep
+ 0.8 + 1.5 + 22 - 0.0 - 0.4 + 04 + 0.0 + 0.6 + 0.2 + 1.3 + 1.6 + 25 Oct
+ 15 + 24 + 27 + 0.1 - 0.1 + 0.0 + 0.0 - 03 - 03 + 12.7 - 5.5 - 5.8 Nov
- 0.1 - 14 + 1.7 - 0.1 + 1.8 + 03 + 0.0 + 1.0 - 00 + 2.8 - 2.0 - 0.8 Dec
+ 11 + 67 + 141 - 00 + 3.1 + 56 + 0.0 + 49 + 03 - 57 + 198 + 30.4| 2015Jan
. . . . . . . . . . . Feb
+ 1.2 6.7 + 02 0.0 + 2.0 25 + 0.0 - 03 + 03 0.2 - 0.7 - 35 Mar
+ 83 - 1 - 14 0.0 + 124 + 88 + 0.0 + 3.0 - 04 - 78 + 147 + 264 Apr
. . . . . . . . . . . . May
+ 77 - 20 - 07 - 00 + 19.2 + 74 + 0.0 + 26 + 08 - 00 + 135 234 June
- 38 - 15 + 76 - 0.0 + 186 - 3.1 + 0.0 + 37 + 14 - 1.0 + 199 + 205 July
. . . . . . . . . . . Aug
- 41 - 03 + 37 + 0.0 + 16.6 + 16.9 + 0.0 + 32 - 04 - 17.0 + 131 + 332 Sep
- 29 + 09 0.8 - 00 + 191 - 15 + 0.0 - 06 + 23 + 24 15.4 13.2 Oct
. . . . . . . . . . . Nov
- 23 0.4 25 - 00 + 181 + 15.2 + 0.0 0.3 4.1 - 04 - 0.6 15.0 Dec
- 13 + 05 + 5.1 + 0.1 + 177 - 6.0 + 0.0 + 33 + 87 - 76 + 237 21.0| 2016 Jan
. . . . . . . . . . . . Feb
- 1.0 - 17 - 21 - 00 + 199 + 938 + 0.0 - 21 + 8.1 + 10.7 - 115 - 3.8 Mar
+ 84 + 1.1 - 1.3 + 0.0 + 203 + 7.8 + 0.0 + 1.7 + 113 + 8.2 - 0.4 + 9.0 Apr
. . . . . . . . . . . . May
+ 43 + 03 + 04 - 0.0 + 231 + 19.7 + 0.0 + 26 + 38 - 221 + 241 + 463 June
6.9 - 06 - 06 - 00 + 262 + 26 + 0.0 2.8 + 6.1 + 10.2 + 1041 15.4 July
. . . . . . . . . . . . Aug
+ 5.1 - 08 - 07 - 00 + 248 + 1.0 + 0.0 + 13 - 11.0 + 44 + 327 + 350 Sep

allocated on a monthly basis to the ECB. The counterpart of this adjustment is
shown under “Other factors”. The remaining 92% of the value of the euro
banknotes in circulation is allocated, likewise on a monthly basis, to the NCBs, with
each NCB showing in its balance sheet the percentage of the euro banknotes in
circulation that corresponds to its paid-up share in the ECB’s capital. The difference
between the value of the euro banknotes allocated to an NCB and the value of the
euro banknotes which that NCB has put into circulation is likewise shown under

“Other factors”. From 2003 euro banknotes only. 6 Remaining items in the
consolidated financial statement of the Eurosystem and the financial statement of
the Bundesbank. 7 Equal to the difference between the sum of liquidity-providing
factors and the sum of liquidity-absorbing factors. 8 Calculated as the sum of the
“deposit facility”, “banknotes in circulation” and “credit institutions’ current account
holdings”.
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Il Consolidated financial statement of the Eurosystem

1 Assets ~
€ billion
Claims on non-euro area residents denominated Claims on non-euro area
in foreign currenc residents denominated in euro
Balances with
banks, security Claims on
On investments, euro area Balances Claims
reporting external loans residents with banks, arising from
date/ Gold and other denominated security the credit
End of Total and gold Receivables external in foreign investments facility under
month 1 assets receivables Total from the IMF assets currency Total and loans ERM II
Eurosystem 2
2016 Feb 5 2,811.9 338.7 304.8 79.3 225.5 319 22.7 22.7
12 2,827.6 338.7 304.5 78.6 225.9 32.0 223 223
19 2,837.6 338.7 305.1 78.1 227.0 31.0 21.3 21.3
26 2,850.3 338.7 307.3 79.7 227.6 315 21.6 21.6
Mar 4 2,859.8 338.7 306.9 79.7 227.2 32.6 21.8 21.8
" 2,872.3 338.7 306.9 79.7 2273 32.2 221 221
18 2,886.2 338.7 307.9 79.7 2282 29.5 21.4 21.4
25 2,897.7 338.7 309.2 79.7 2295 27.9 21.8 21.8
Apr 1 2,941.8 377.3 297.5 77.4 2201 29.2 20.9 209
8 2,953.1 3773 296.1 77.4 218.6 30.5 19.4 19.4
15 2,966.1 3773 295.5 77.4 218.0 31.7 18.5 185
22 2,983.2 377.3 294.8 77.4 217.4 31.9 18.2 18.2
29 3,000.8 3773 296.5 77.2 219.4 323 18.0 18.0
May 6 3,017.8 377.3 298.2 77.0 2211 29.0 17.5 17.5
13 3,032.8 3773 298.7 77.0 2218 29.7 17.6 17.6
20 3,054.1 377.3 297.6 76.8 220.8 30.9 18.0 18.0
27 3,067.5 3773 299.0 76.8 2222 30.4 18.4 18.4
June 3 3,078.6 377.3 300.6 76.8 223.7 30.1 18.6 18.6
10 3,093.9 3773 300.0 76.6 223.4 30.3 18.8 18.8
17 3,109.6 377.3 298.0 76.6 221.4 311 17.8 17.8
24 3,131.1 3773 299.6 76.6 2231 30.1 18.3 183
2016July 1 3,232.6 413.1 309.0 77.6 2313 33.2 18.3 18.3
8 3,237.9 413.1 307.8 77.6 230.1 347 18.4 18.4
15 3,249.2 413.1 305.9 77.6 228.3 339 17.9 17.9
22 3,265.8 4131 308.6 77.6 231.0 30.6 17.3 17.3
29 3,284.3 413.1 307.6 77.4 230.1 33.2 17.5 17.5
Aug 5 3,286.1 4131 308.4 77.2 231.2 329 16.6 16.6
12 3,296.6 413.1 307.3 77.2 230.1 336 171 171
19 3,313.3 4131 308.9 77.2 231.6 32.2 17.2 17.2
26 3,330.5 413.1 310.1 77.2 232.8 326 17.2 17.2
Sep 2 3,341.8 4131 3113 77.3 234.0 30.5 17.3 17.3
9 3,358.7 413.1 311.6 773 2343 30.4 17.2 17.2
16 3,372.4 4131 3123 77.3 235.0 29.9 17.0 17.0
23 3,391.4 4131 3145 77.3 2373 29.6 17.8 17.8
30 3,438.1 412.6 315.2 77.8 237.4 33.9 19.6 19.6
Oct 7 3,451.4 412.6 3137 77.8 235.8 325 19.0 19.0
Deutsche Bundesbank
2014 Nov 734.0 104.6 52.0 21.6 30.3 - - -
Dec 771.0 107.5 513 20.6 30.6 - - -
2015 Jan 805.7 107.5 51.6 20.4 31.2 - - -
Feb 800.2 107.5 51.9 203 31.6 - - -
Mar 847.9 120.0 56.9 21.3 35.7 - - -
Apr 856.5 120.0 56.9 21.2 35.6 0.0 - -
May 860.3 120.0 56.8 211 35.7 0.0 - -
June 880.1 113.8 54.5 20.6 338 - - -
July 903.5 113.8 53.3 19.9 334 - - -
Aug 930.8 113.8 53.1 20.2 329 - - -
Sep 936.9 109.0 53.0 20.1 32.8 - - -
Oct 956.3 109.0 53.1 20.1 33.0 - - -
Nov 1002.6 109.0 52.6 20.0 32.6 0.0 - -
Dec 10115 105.8 53.7 203 334 - 0.0 0.0
2016 Jan 10185 105.8 53.6 20.4 33.2 0.0 - -
Feb 1043.7 105.8 55.0 22.0 33.0 0.0 - -
Mar 1077.6 117.8 53.4 215 32.0 0.0 - -
Apr 11127 117.8 54.1 21.5 327 0.0 0.0 0.0
May 1159.5 117.8 54.9 215 33.4 0.0 - -
June 12140 129.0 55.7 215 341 0.7 - -
July 1209.4 129.0 56.0 215 34.5 0.2 - -
Aug 12392 129.0 56.1 21.4 347 0.3 - -
Sep 1305.3 128.8 55.0 213 337 23 0.4 0.4

* The consolidated financial statement of the Eurosystem comprises the financial
statement of the European Central Bank (ECB) and the financial statements of the

national central banks of the euro area member states (NCBs). The balance sheet
items for foreign currency, securities, gold and financial instruments are valued at the
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Ill Consolidated financial statement of the Eurosystem

Lending to euro area credit institutions related to monetary policy operations Securities of euro area residents
denominated in euro in euro
Other
claims on
euro area
Longer- Fine- credit Securities General Oon
Main re-  |term re- tuning Structural Credits institutions held for government reporting
financing | financing reverse reverse Marginal  |related denomi- monetary debt deno- date/
opera- opera- opera- opera- lending to margin | nated in policy Other minated in | Other End of
Total tions tions tions tions facility calls euro Total purposes securities euro assets month 1
Eurosystem 2
526.2 61.2 465.0 - - 0.0 - 113.2 12316 878.9 352.8 271 215.7| 2016 Feb 5
525.1 60.2 464.9 - - 0.0 - 115.9 1246.1 893.9 352.2 271 216.0 12
526.7 61.8 464.9 - - 0.1 - 114.2 1260.0 907.6 352.3 271 213.4 19
522.6 65.8 456.7 - - 0.1 - 114.7 12728 921.4 351.3 271 214.0 26
518.0 61.3 456.7 - - 0.0 - 114.4 1288.2 936.8 351.4 271 212.2 Mar 4
517.6 60.8 456.7 - - 0.0 - 1135 1301.5 951.0 350.5 271 212.8 11
516.4 59.7 456.7 - - 0.0 - 114.2 13154 965.2 350.2 271 215.6 18
517.4 60.6 456.7 - - 0.1 - 1121 1327.8 977.7 350.1 271 215.7 25
525.1 62.3 462.7 - - 0.0 - 111.2 1336.9 986.2 350.7 27.0 216.7 Apr 1
519.1 56.0 462.7 - - 0.3 - 11.3 1356.3 1006.1 350.2 27.0 216.2 8
519.0 55.7 462.7 - - 0.6 - 110.0 13713 10223 349.0 27.0 216.0 15
516.8 54.0 462.7 - - 0.0 - 109.8 1390.8 1041.5 349.3 27.0 216.7 22
514.9 56.3 458.5 - - 0.1 - 114.5 1406.3 1 060.0 346.3 27.0 213.9 29
512.4 53.5 458.5 - - 0.3 - 117.6 14254 1077.7 347.7 27.0 213.5 May 6
510.1 51.4 458.5 - - 0.1 - 14.4 1443.0 1096.0 347.0 27.0 215.2 13
508.6 49.9 458.5 - - 0.1 - 1173 1460.7 11138 346.9 27.0 216.8 20
511.7 60.2 451.2 - - 0.3 - 108.1 1480.9 11337 3471 27.0 214.8 27
503.2 51.9 451.2 - - 0.1 - 108.3 1499.4 11524 347.0 27.0 214.2 June 3
502.1 50.8 451.2 - - 0.1 - 107.4 15173 11713 346.1 27.0 2137 10
500.4 49.1 451.2 - - 0.1 - 107.7 1537.0 11914 345.6 27.0 213.4 17
501.2 49.9 451.2 - - 0.1 - 103.5 1559.0 12129 346.1 27.0 215.1 24
540.0 53.1 486.8 - - 0.2 - 96.5 15734 12256 347.8 26.5 222.5| 2016July 1
531.2 441 486.8 - - 0.3 - 95.3 1589.0 12437 3453 26.5 221.9 8
5293 42,5 486.8 - - 0.0 - 95.8 1605.9 1263.6 3423 26.5 220.8 15
530.6 43.6 486.8 - - 0.2 - 94.4 1623.7 12814 3423 26.5 2211 22
533.6 49.6 484.0 - - 0.0 - 94.0 1639.4 12988 340.6 26.5 2195 29
527.1 43.0 484.0 - - 0.1 - 93.1 1650.0 13123 337.6 26.5 218.4 Aug 5
525.6 41.6 484.0 - - - - 92.2 1663.2 13256 337.6 26.5 217.9 12
525.7 41.7 484.0 - - 0.0 - 93.8 1676.5 13393 337.2 26.5 2195 19
526.8 42.8 484.0 - - 0.0 - 95.7 1689.0 1351.8 337.2 26.5 2195 26
526.5 43.8 482.7 - - 0.0 - 96.3 17022 1365.6 336.6 26.5 218.0 Sep 2
524.5 41.8 482.7 - - - - 94.8 17214 1385.2 336.2 26.5 219.2 9
524.4 41.6 482.7 - - 0.0 - 93.9 1734.8 1402.2 3327 26.5 220.5 16
526.0 43.2 482.7 - - 0.1 - 90.0 17516 14203 3313 26.5 2224 23
552.6 38.7 513.8 - - 0.0 - 83.4 1764.1 14348 3293 26.4 230.4 30
548.2 34.4 513.8 - - 0.1 - 90.0 17845 14549 329.6 26.4 224.6 Oct 7
Deutsche Bundesbank
27.2 8.5 18.5 - - 0.2 - 1.5 47.7 47.7 - 4.4 496.6| 2014 Nov
65.6 325 329 - - 0.1 - 2.0 50.2 50.2 - 4.4 490.0 Dec
43.1 11.2 31.9 - - 0.0 - 3.2 52.1 52.1 - 4.4 543.7| 2015 Jan
373 8.6 28.7 - - 0.0 - 46 52.9 52.9 - 4.4 5415 Feb
37.2 7.3 29.7 - - 0.1 - 3.6 65.7 65.7 - 44 560.0 Mar
33.7 4.7 29.1 - - - - 4.2 771 771 - 4.4 560.2 Apr
31.0 3.4 27.6 - - 0.0 - 3.7 90.3 90.3 - 4.4 554.2 May
43.3 2.5 40.7 - - 0.1 - 33 102.1 102.1 - 4.4 558.7 June
42.2 2.1 40.0 - - 0.1 - 5.1 114.6 114.6 - 4.4 570.1 July
41.6 1.8 39.7 - - 0.1 - 4.6 124.4 124.4 - 4.4 588.9 Aug
46.3 4.1 42.2 - - 0.0 - 4.2 136.8 136.8 - 4.4 583.2 Sep
45.8 4.1 41.7 - - 0.0 - 3.8 149.1 149.1 - 4.4 591.2 Oct
50.2 3.1 47.1 - - 0.0 - 35 161.7 161.7 - 4.4 621.2 Nov
58.1 9.1 48.6 - - 0.3 - 35 172.3 172.3 - 4.4 613.7 Dec
51.2 2.6 48.5 - - 0.0 - 2.8 185.0 185.0 - 4.4 615.7| 2016 Jan
44.9 1.9 43.0 - - 0.0 - 2.3 197.6 197.6 - 4.4 633.6 Feb
49.7 3.7 46.0 - - 0.0 - 3.4 210.4 2104 - 4.4 638.4 Mar
49.7 4.2 455 - - 0.0 - 43 2273 227.3 - 4.4 655.0 Apr
48.8 3.8 45.0 - - 0.0 - 43 244.8 244.8 - 44 684.4 May
47.3 2.8 44.5 - - 0.0 - 5.2 261.8 261.8 - 4.4 710.0 June
46.4 2.3 441 - - 0.0 - 5.5 279.9 279.9 - 4.4 688.0 July
46.3 2.3 441 - - 0.0 - 5.5 292.6 292.6 - 4.4 705.0 Aug
55.3 1.3 54.0 - - - - 5.7 309.3 309.3 - 4.4 7441 Sep

end of the quarter. 1 For the Eurosystem: financial statements for specific weekly
dates; for the Bundesbank: end of month financial statement. 2 Source: ECB.
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Il Consolidated financial statement of the Eurosystem

2 Liabilities *
€ billion
Liabilities to euro area credit institutions related to Liabilities to
monetary policy operations denominated in euro other euro area residents
denominated in euro
Other
Current liabilities
accounts to euro-
(covering Fine- area credit
the tuning Deposits | institutions Debt
Banknotes minimum Fixed- reverse related to |deno- certifi- General
Total in circu- reserve Deposit term opera- margin minated cates govern- Other
liabilities lation 2 Total system) facility deposits | tions calls in euro issued Total ment liabilities
Eurosystem 4
2,811.9 1,065.0 788.0 555.2 232.7 0.1 5.0 180.8 90.0 90.8
2,827.6 1,064.1 782.1 562.3 219.7 0.1 4.9 196.1 105.9 90.2
2,837.6 1,061.6 752.9 529.4 2234 0.1 4.8 243.7 153.0 90.7
2,850.3 1,062.6 786.1 563.6 2224 0.1 5.0 220.4 128.0 923
2,859.8 1,065.5 811.3 564.3 246.8 0.1 49 199.4 102.8 96.7
2,872.3 1,066.1 818.5 556.2 262.2 0.1 4.8 202.0 108.4 93.6
2,886.2 1,066.8 786.0 539.2 246.7 0.1 4.8 243.7 151.7 92.0
2,897.7 1,073.3 768.4 543.2 2251 0.1 4.4 269.9 179.7 90.1
2,941.8 1,071.0 844.2 575.6 268.4 0.3 4.2 220.5 129.7 90.9
2,953.1 1,069.7 883.6 593.4 290.0 0.3 4.2 201.7 1111 90.6
2,966.1 1,068.8 865.8 584.3 281.2 0.2 4.1 2311 138.4 92.6
2,983.2 1,068.6 854.8 579.0 2749 0.9 4.1 255.9 162.2 93.7
3,000.8 1,073.6 899.3 594.5 304.6 0.2 3.8 210.9 115.8 95.1
3,017.8 1,077.7 949.2 633.4 315.6 0.2 3.8 182.0 85.1 96.9
3,032.8 1,078.0 944.8 635.4 309.2 0.2 4.0 200.0 102.7 97.3
3,054.1 1,075.5 911.9 604.1 307.6 0.2 4.2 247.5 150.8 96.7
3,067.5 1,076.4 920.8 611.8 308.8 0.2 4.2 262.7 167.6 95.1
3,078.6 1,081.3 968.5 620.8 347.5 0.3 3.9 2233 122.6 100.7
3,093.9 1,081.8 984.3 643.8 340.3 0.2 3.9 220.9 117.9 103.1
3,109.6 1,081.7 932.6 611.2 321.2 0.2 4.0 287.4 183.7 103.7
3,131.1 1,082.2 911.0 613.1 297.6 0.3 3.8 3323 233.0 99.3
3,232.6 1,088.5 1,023.4 693.0 330.3 0.0 3.8 251.2 154.2 97.0
3,237.9 1,092.1 1,030.7 688.5 3421 0.1 3.6 237.1 140.9 96.3
3,249.2 1,093.8 1,008.0 674.6 3333 0.0 3.6 275.2 177.8 97.4
3,265.8 1,093.5 985.5 664.9 320.6 0.0 3.6 309.5 2133 96.2
3,284.3 1,097.0 1,029.7 698.4 331.2 0.0 3.6 277.0 179.4 97.7
3,286.1 1,099.2 1,094.4 753.7 340.8 0.0 3.6 208.9 111.2 97.7
3,296.6 1,100.4 1,097.3 742.5 354.8 0.0 3.9 225.0 126.4 98.6
3,313.3 1,096.8 1,099.6 740.9 358.7 0.0 3.9 240.9 142.7 98.2
3,330.5 1,093.1 1,086.5 740.0 346.4 0.0 4.2 270.2 171.6 98.6
3,341.8 1,095.5 1,143.0 764.0 378.9 0.1 4.1 217.0 118.2 98.8
3,358.7 1,095.6 1,163.4 777.5 385.9 0.0 3.9 227.8 128.6 99.2
3,372.4 1,094.3 1,133.6 767.9 365.7 0.0 3.9 258.9 157.3 101.6
3,391.4 1,092.2 1,127.2 764.4 362.8 0.0 3.9 273.6 171.0 102.5
3,438.1 1,096.3 1,157.9 759.8 398.0 0.1 3.8 261.0 155.4 105.6
3,451.4 1,097.2 1,186.9 777.4 409.4 0.1 3.8 264.2 158.0 106.2
Deutsche Bundesbank
734.0 232.1 63.1 54.1 9.0 0.0 247 0.7 239
771.0 240.5 90.2 81.2 9.0 - - 9.9 1.9 7.9
805.7 236.1 76.0 69.0 71 - - 19.1 0.8 18.2
800.2 236.8 77.3 71.0 6.2 - - 28.8 1.1 27.7
847.9 239.0 115.5 99.5 16.0 - - 35.1 1.7 334
856.5 241.4 120.1 935 26.6 - - 38.6 1.3 373
860.3 242.7 1223 97.6 24.7 - - 42.0 0.7 41.2
880.1 2451 141.6 1155 26.1 0.0 - 45.9 3.2 42.7
903.5 248.6 155.8 118.0 37.8 - - 443 23 42.0
930.8 248.0 185.8 1353 50.6 - - 42.2 1.9 40.3
936.9 247.5 1735 139.4 34.1 0.0 - 56.8 23 54.5
956.3 247.9 184.3 140.9 433 0.0 - 65.5 2.8 62.7
1002.6 249.0 212.4 154.3 58.0 0.0 - 79.3 29 76.4
10115 2548 208.7 155.1 53.6 0.0 - 71.9 1.6 60.2
10185 2499 228.7 172.7 56.0 - - 75.6 10.7 64.8
1043.7 250.1 2315 165.9 65.6 - - 88.2 18.7 69.5
1077.6 251.9 2273 167.8 59.6 - - 108.8 39.9 69.0
1112.7 252.5 272.4 180.8 91.6 - - 96.3 24.2 721
1159.5 253.4 293.2 200.0 93.2 - - 121.2 41.8 79.4
12140 2556 299.7 2144 85.3 0.0 - 130.6 56.5 741
1209.4 258.0 320.7 2354 85.4 0.0 - 101.4 253 76.1
1239.2 257.1 3345 242.3 92.2 0.0 0.0 110.4 335 76.9
13053 257.9 362.6 244.7 117.9 - 0.1 122.4 43.9 78.6

* The consolidated financial statement of the Eurosystem comprises the financial
statement of the European Central Bank (ECB) and the financial statements of the
national central banks of the euro area member states (NCBs). The balance sheet
items for foreign currency, securities, gold and financial instruments are valued at
market rates at the end of the quarter. 1 For Eurosystem: financial statements for

specific weekly dates; for the Bundesbank: end-of-month financial statements.
2 According to the accounting regime chosen by the Eurosystem on the issue of euro
banknotes, a share of 8% of the total value of the euro banknotes in circulation is
allocated to the ECB on a monthly basis. The counterpart of this adjustment is
disclosed as an “Intra-Eurosystem liability related to euro banknote issue". The
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Ill Consolidated financial statement of the Eurosystem

Liabilities to non-euro area
residents denominated in

foreign currency

Intra-

remaining 92 % of the value of the euro banknote in circulation is also allocated to
the NCBs on a monthly basis, and each NCB shows in its balance sheet the share of
the euro banknotes issued which corresponds to its paid-up share in the ECB's
capital. The difference between the value of the euro banknotes allocated to the NCB

Eurosystem
Liabilities Liabilities Liabilities Counterpart liability Oon
to non-euro to euro area Deposits, arising of special related to reporting
area residents residents balances from the drawing euro Capital date/
denominated in foreign and other credit facility | rights allocated Other banknote Revaluation and End of
in euro currency Total liabilities under ERM Il | by the IMF liabilities 3 |issue 2 accounts reserves month 1
Eurosystem 4
4.8 3.8 3.8 59.2 2149 - 346.2 97.7| 2016Feb 5
3.6 4.3 4.3 59.2 216.7 - 346.2 98.2 12
3.9 4.5 4.5 59.2 212.8 - 346.2 98.2 19
53 5.0 5.0 59.2 210.2 - 346.2 98.2 26
7.2 4.1 4.1 59.2 209.4 - 346.2 98.2 Mar 4
6.8 4.6 4.6 59.2 2104 - 346.2 98.2 11
5.7 4.9 4.9 59.2 2121 - 346.2 98.2 18
4.6 4.7 4.7 59.2 211.9 - 346.2 98.5 25
45 3.6 3.6 57.5 208.4 - 376.0 98.7 Apr 1
4.3 4.0 4.0 57.5 205.9 - 376.0 98.7 8
3.8 4.0 4.0 57.5 204.4 - 376.0 98.7 15
3.2 4.2 4.2 57.5 205.2 - 376.0 98.7 22
4.0 43 4.3 57.5 205.2 - 376.0 98.7 29
2.8 4.2 4.2 57.5 208.5 - 376.0 99.0 May 6
2.8 4.9 4.9 57.5 206.7 - 376.0 99.1 13
33 5.1 5.1 57.5 211.9 - 376.0 99.0 20
2.9 57 57 57.5 203.9 - 376.0 99.0 27
3.2 6.3 6.3 57.5 203.5 - 376.0 99.0 June 3
33 6.0 6.0 57.5 202.9 - 376.0 99.0 10
2.9 5.0 5.0 57.5 203.8 - 376.0 99.0 17
3.1 4.5 4.5 57.5 203.3 - 376.0 100.8 24
3.0 52 52 58.5 206.3 - 420.9 100.8| 2016July 1
3.4 55 5.5 58.5 206.0 - 420.9 100.8 8
3.5 6.2 6.2 58.5 205.8 - 420.9 100.8 15
3.0 6.4 6.4 58.5 205.0 - 420.9 100.8 22
3.1 7.4 7.4 58.5 203.3 - 420.9 100.8 29
3.2 7.9 7.9 58.5 204.8 - 420.9 100.8 Aug 5
3.1 7.8 7.8 58.5 202.7 - 420.9 100.8 12
3.1 8.1 8.1 58.5 203.4 - 420.9 100.8 19
3.1 8.6 8.6 58.5 203.4 - 420.9 100.8 26
3.2 8.6 8.6 58.5 204.5 - 420.9 100.8 Sep 2
3.1 8.2 8.2 58.5 204.0 - 420.9 100.8 9
3.0 8.7 8.7 58.5 205.8 - 420.9 100.8 16
. 29 8.8 8.8 58.5 209.2 - 420.9 100.8 23
122.8 2.8 8.8 8.8 58.1 207.3 - 418.5 100.8 30
101.7 4.2 8.8 8.8 58.1 2071 - 418.5 100.8 Oct 7
Deutsche Bundesbank
2.9 1.6 1.6 14.2 25.2 264.4 100.8 5.0 2014 Nov
123 0.8 0.8 14.4 25.5 267.9 104.5 5.0 Dec
54.0 1.3 1.3 14.4 25.0 270.3 104.5 5.0| 2015 Jan
33.9 1.9 1.9 14.4 25.2 2724 104.5 5.0 Feb
171 2.1 2.1 15.5 23.0 274.7 121.0 5.0 Mar
12.9 2.1 2.1 15.5 231 276.9 121.0 5.0 Apr
7.2 2.2 2.2 155 23.2 279.3 121.0 5.0 May
9.2 . 1.3 1.3 15.2 235 280.2 1131 5.0 June
121 0.0 0.9 0.9 15.2 23.6 2849 1131 5.0 July
10.0 0.0 0.5 0.5 15.2 23.7 287.3 1131 5.0 Aug
0.0 0.5 0.5 151 24.0 290.1 108.2 5.0 Sep
0.0 0.8 0.8 15.1 241 293.1 108.2 5.0 Oct
0.0 0.4 0.4 15.1 24.2 295.2 108.2 5.0 Nov
0.0 0.6 0.6 15.3 24.4 297.8 105.7 5.0 Dec
0.0 0.1 0.1 15.3 25.0 297.1 105.7 5.0 2016 Jan
0.0 0.2 0.2 15.3 22.0 297.7 105.7 5.0 Feb
0.0 0.3 0.3 14.9 22.8 299.8 116.2 5.0 Mar
0.0 0.8 0.8 14.9 22.9 300.9 116.2 5.0 Apr
0.0 1.4 1.4 14.9 23.1 303.9 116.2 5.0 May
0.0 1.0 1.0 15.2 23.4 308.0 128.5 5.0 June
0.0 1.4 1.4 15.2 23.6 311.7 1285 5.0 July
0.0 1.7 1.7 15.2 237 314.1 128.5 5.0 Aug
0.0 1.1 1.1 15.1 24.0 318.8 128.0 5.0 Sep

according to the aforementioned accounting regime and the value of euro bank-
notes put into circulation is also disclosed as an “Intra-Eurosystem claim/ liability
related to banknote issue”. 3 For the Deutsche Bundesbank: including DM banknotes

still in circulation. 4 Source: ECB.
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IV Banks
1 Assets and liabilities of monetary financial institutions (excluding the Bundesbank) in Germany *
Assets
€ billion
Lending to banks (MFls) in the euro area Lending to non-banks (non-MFls) in the
to banks in the home country to banks in other member states to non-banks in the home country
Enterprises and house-
holds
Secur- Secur-
Balance ities ities
sheet Cash issued issued
Period total 1 in hand Total Total Loans by banks Total Loans by banks Total Total Total Loans
End of year or month
2007 7,592.4 17.8 2,523.4 1,847.9 1,290.4 557.5 675.4 421.6 253.8 3,487.3 3,061.8 2,556.0 2,288.8
2008 7,892.7 17.8 2,681.8 1,990.2 1,404.3 585.8 691.6 452.9 238.8 3,638.2 3,163.0 2,686.9 2,357.3
2009 7,436.1 17.2 2,480.5 1,813.2 1,218.4 594.8 667.3 449.5 217.8 3,638.3 3,187.9 2,692.9 2,357.5
2010 8,304.8 16.5 2,361.6 1,787.8 1,276.9 510.9 573.9 372.8 201.0 3,724.5 3,303.0 2,669.2 2,354.7
2011 8,393.3 16.4 2,394.4 1,844.5 1,362.2 482.2 550.0 362.3 187.7 3,673.5 3,270.5 2,709.4 2,415.1
2012 8,226.6 19.2 2,309.0 1,813.2 1,363.8 449.4 495.9 3222 173.7 3,688.6 3,289.4 2,695.5 2,435.7
2013 7,528.9 18.7 2,145.0 1,654.8 1,239.1 415.7 490.2 324.6 165.6 3,594.3 3,202.1 2,616.3 2,354.0
2014 7,802.3 19.2 2,022.8 1,530.5 1,147.2 3833 492.3 333.9 158.4 3,654.5 3,239.4 2,661.2 2,384.8
2015 7,665.2 19.5 2,013.6 1,523.8 1,218.0 305.8 489.8 3449 144.9 3,719.9 3,302.5 2,727.4 2,440.0
2014 Nov 7,840.0 15.6 2,074.1 1,563.1 1,174.4 388.8 510.9 3514 159.6 3,668.7 3,251.5 2,662.4 2,389.2
Dec 7,802.3 19.2 2,022.8 1,530.5 1,147.2 383.3 492.3 333.9 158.4 3,654.5 3,239.4 2,661.2 2,384.8
2015 Jan 8,125.6 15.4 2,107.0 1,582.4 1,198.1 384.3 524.6 363.3 161.3 3,686.5 3,263.3 2,674.4 2,389.2
Feb 8,061.5 15.4 2,096.3 1,578.2 1,195.7 382.4 518.2 362.5 155.7 3,698.4 3,275.9 2,680.8 2,397.4
Mar 8,173.0 15.5 2,123.5 1,608.3 1,224.8 383.5 515.2 360.7 154.5 3,708.5 3,283.5 2,690.5 2,400.0
Apr 8,084.0 16.1 2,105.0 1,587.5 1,209.5 378.0 517.5 364.5 153.1 3,715.9 3,292.4 2,691.1 2,397.8
May 8,004.0 16.4 2,097.4 1,584.0 1,209.8 374.2 513.4 361.4 151.9 3,706.2 3,279.2 2,693.9 2,407.4
June 7,799.5 15.3 2,040.3 1,561.8 1,197.9 363.9 478.5 329.7 148.8 3,695.7 3,271.8 2,691.9 2,413.0
July 7,867.6 15.6 2,049.3 1,569.4 1,209.5 359.9 479.9 3325 147.4 3,722.3 3,299.7 2,716.2 2,415.5
Aug 7,840.0 15.5 2,059.4 1,574.0 1,220.8 353.2 485.3 340.0 145.3 3,726.2 3,301.6 2,716.9 2,421.1
Sep 7,829.3 15.8 2,042.0 1,547.5 1,200.0 347.6 494.5 348.7 145.8 3,728.0 3,301.1 2,716.7 2,426.3
Oct 7,856.5 16.5 2,082.1 1,584.2 1,240.4 343.8 497.9 352.0 145.9 3,727.4 3,302.2 2,716.0 2,431.7
Nov 7,940.1 15.9 2,106.9 1,613.7 1,275.3 338.4 493.2 347.0 146.2 3,751.3 3,319.2 2,733.8 2,446.0
Dec 7,665.2 19.5 2,013.6 1,523.8 1,218.0 305.8 489.8 344.9 144.9 3,719.9 3,302.5 2,727.4 2,440.0
2016 Jan 7,823.5 16.5 2,057.4 1,562.4 1,257.7 304.8 494.9 3523 142.6 3,727.4 3,307.6 2,729.1 2,443.1
Feb 7,913.1 16.2 2,072.2 1,566.4 1,263.3 303.1 505.8 361.1 144.7 3,734.6 3,317.1 2,739.2 2,453.8
Mar 7,783.4 17.5 2,039.2 1,547.2 1,243.5 303.7 492.0 347.9 1441 3,736.0 3,316.8 2,742.1 2,458.5
Apr 7,806.5 17.2 2,089.1 1,594.3 1,291.0 303.3 494.8 352.8 142.0 3,747 .3 3,329.8 2,753.3 2,467.1
May 7,817.2 18.7 2,070.3 1,587.2 1,284.7 302.4 483.1 342.8 140.4 3,759.2 3,334.1 2,762.8 2,476.2
June 7,920.6 19.3 2,072.8 1,592.2 1,292.9 299.3 480.6 338.2 142.4 3,745.9 3,321.4 2,759.7 2,473.7
July 7,942.1 19.7 2,086.0 1,604.7 1,308.1 296.6 481.2 3414 139.8 3,758.8 3,333.6 2,766.6 2,479.7
Aug 7,908.5 19.7 2,086.1 1,611.7 1,317.0 294.7 474.4 336.0 138.5 3,758.4 3,335.4 2,774.4 2,486.3
Changes 3
2008 313.3| - 0.1 183.6 164.3 127.5 36.9 19.3 337 - 144 140.4 102.6 130.9 65.5
2009 - 4545| - 05| - 189.0f - 166.4| - 1822 15.8| - 225) - 1.8 - 207 17.4 383 17.0 6.6
2010 - 1363 - 07| - 1116| - 156 585 - 741 - 959| - 809 - 151 96.4 12601 - 137 0.7
2011 54.1 - 0.1 326 58.7 917\ - 33.0] - 260| - 12.1 - 139 - 518 - 353 38.7 56.7
2012 - 1292 29| - 819 - 284 30 - 314| - 535| - 397 - 138 27.5 27.7 17.0 28.8
2013 - 7036 - 05) - 2571 - 249.2| - 2165 - 327 - 7.9 16| - 9.5 13.6 16.6 23.6 21.6
2014 206.8 04| - 1262 - 1286| - 953| - 334 2.4 72 - 4.8 55.1 40.0 523 36.8
2015 - 1795 03| - 160 - 110 668 - 778| - 5.0 77 - 127 66.4 64.9 68.8 57.3
2014 Dec - 541 36/ - 533| - 339 - 280| - 6.0 - 194| - 184 - 1.0) - 155 - 127 29 - 0.8
2015 Jan 278.4| - 3.8 75.6 46.7 469 - 0.2 28.9 26.3 2.6 28.5 21.9 121 3.6
Feb - 700| - 00| - 118 - 48| - 25) - 22) - 70| - 1.2 - 5.8 10.6 12.1 5.8 83
Mar 86.5 0.1 235 28.4 27.5 09| - 49| - 35| - 1.3 6.1 4.4 6.9 1.0
Apr - 639 06| - 141 - 188 - 139 - 4.9 4.7 57| - 1.0 1.3 1.9 32 - 0.2
May - 925 03| - 95| - 45| - 05) - 40| - 50| - 39| - 1.2y - 106 - 134 2.7 9.0
June - 1917 - 1.1 - 550 - 209} - 12} - 98| - 340| - 31.0) - 3.0 - 78| - 59| - 0.8 6.7
July 57.5 0.3 7.3 6.7 1.1 - 43 0.6 20 - 1.4 24.8 26.9 223 0.8
Aug - 88| - 0.1 13.0 6.1 123) - 6.1 6.8 87| - 1.9 7.9 4.4 33 7.2
Sep - 73 03| - 173 - 267 - 208] - 5.9 9.3 8.8 0.6 4.0 1.1 23 6.7
Oct 251 0.7 39.8 36.4 40.4| - 4.0 3.4 33 0.1 - 2.1 04) - 0.9 6.1
Nov 59.7| - 0.6 21.2 27.7 33.7| - 6.0 - 6.5 - 6.8 0.3 20.0 14.7 15.6 12.6
Dec - 2526 36| - 888| - 874 - 561 - 313| - 1.3 - 06| - 08| - 265 - 137| - 36) - 45
2016 Jan 169.4| - 3.1 45.1 39.8 399 - 0.1 53 73] - 2.0 12.0 7.7 43 4.4
Feb 945| - 0.3 16.6 52 63| - 1.1 1.4 9.1 23 8.8 10.5 1.1 1.4
Mar - 107.0 1.3 - 291 - 1721 - 184 1.2 - 118} - 1.2 - 0.6 4.5 1.7 4.7 6.7
Apr 31.0| - 0.3 49.9 47.2 476 - 0.4 2.7 48| - 2.1 13.0 14.4 12.6 9.9
May 353 1.5 8.5 20.2 214 - 1.2 - 117 - 10.1 - 1.6 1.4 53 10.5 9.9
June 108.2 0.7 3.7 5.6 82| - 26| - 19| - 4.2 23] - 104 - 114} - 1.7 - 1.2
July 235 0.4 131 12.4 15.2) - 2.8 0.7 34 - 2.7 14.5 13.4 8.2 73
Aug - 3331 - 0.0 0.3 6.9 891 - 191 - 661 - 541 - 121 - 0.1 1.9 7.8 6.7

* This table serves to supplement the “Overall monetary survey” in section Il. Unlike by banks (including building and loan associations) — data from money market
the other tables in section 1V, this table includes — in addition to the figures reported funds. 1 See footnote 1 in Table IV.2. 2 Including debt securities arising from the
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euro area Claims on
non-euro-area
to non-banks in other member states residents
General Enterprises and General
government households government
Secur- Secur- of which Secur- of which Other
ities Total Loans ities 2 Total Total Loans Total Loans ities Total Loans assets 1 Period
End of year or month
267.3 505.8 360.7 145.0 425.5 294.6 1249 130.9 26.0 104.9 1,339.5 1,026.9 224.4| 2007
329.6 476.1 342.8 133.4 475.1 348.1 1721 127.0 27.6 99.4 1,279.2 1,008.6 275.7| 2008
3354 495.0 335.1 160.0 450.4 322.2 162.9 128.2 235 104.7 1,062.6 821.1 237.5| 2009
314.5 633.8 418.4 215.3 421.6 289.2 164.2 132.4 24.8 107.6 1,021.0 792.7 1,181.1] 2010
294.3 561.1 359.8 201.2 403.1 276.9 161.2 126.2 32.6 93.6 995.1 770.9 1,313.8] 2011
259.8 594.0 350.3 243.7 399.2 2751 158.1 1241 30.4 93.7 970.3 745.0 1,239.4| 2012
262.3 585.8 339.2 246.6 392.3 267.6 144.6 124.6 27.8 96.9 921.2 690.5 849.7| 2013
276.4 578.2 327.9 250.4 415.0 270.0 142.7 145.0 31.9 113.2 1,050.1 805.0 1,055.8| 2014
287.4 575.1 324.5 250.6 417.5 276.0 146.4 1415 29.4 1121 1,006.5 746.3 905.6| 2015
2731 589.1 330.8 258.3 417.2 276.0 147.9 1413 28.7 112.6 1,070.0 827.9 1,011.6] 2014 Nov
276.4 578.2 3279 250.4 415.0 270.0 142.7 145.0 31.9 113.2 1,050.1 805.0 1,055.8 Dec
285.2 588.8 336.7 252.1 423.2 2733 1471 149.9 31.2 118.7 1,136.5 885.6 1,180.2| 2015 Jan
2834 595.1 339.8 255.3 422.5 272.8 144.8 149.7 313 118.4 1,128.8 880.6 1,122.6 Feb
290.5 593.0 339.0 253.9 425.0 276.3 146.2 148.7 30.5 118.2 1,129.2 872.6 1,196.3 Mar
2933 601.3 347.6 253.7 423.5 275.6 148.0 147.8 30.9 117.0 1,145.0 890.4 1,101.9 Apr
286.6 585.3 336.3 249.0 427.0 278.1 148.3 148.9 29.9 119.0 1,143.6 887.2 1,040.4 May
278.9 579.9 3325 247 .4 423.9 275.2 1441 148.7 30.0 118.7 1,110.5 851.9 937.6 June
300.7 583.5 333.2 250.3 422.6 276.6 145.3 146.0 30.4 115.6 1,110.7 854.8 969.6 July
295.8 584.7 330.3 254.4 424.6 278.9 146.2 145.7 30.1 115.5 1,097.3 843.1 941.6 Aug
290.4 584.3 330.1 254.2 426.9 279.2 146.0 147.7 30.0 117.8 1,094.7 841.4 948.8 Sep
2843 586.1 333.2 252.9 425.2 278.4 146.7 146.8 30.8 116.1 1,090.1 833.3 940.4 Oct
287.8 585.4 329.5 255.9 432.0 285.5 148.6 146.6 30.0 116.6 1,075.0 813.3 991.0 Nov
287.4 575.1 3245 250.6 417.5 276.0 146.4 141.5 29.4 1121 1,006.5 746.3 905.6 Dec
286.1 578.4 3284 250.1 419.8 275.5 149.5 1443 29.2 115.2 1,026.3 765.1 996.1| 2016 Jan
2854 578.0 328.0 249.9 417.4 274.6 153.0 142.8 295 113.4 1,031.4 767.7 1,058.7 Feb
283.6 574.7 327.8 246.9 419.2 2733 149.1 1459 293 116.6 992.1 727.7 998.5 Mar
286.2 576.5 331.6 244.8 417.6 272.8 150.4 144.8 30.0 114.8 1,005.6 7411 947.2 Apr
286.6 571.3 329.5 241.9 425.1 280.0 153.3 145.1 28.9 116.2 1,012.9 750.5 956.2 May
286.0 561.8 3239 237.9 424.4 281.2 155.2 143.2 28.9 1143 1,036.4 774.7 1,046.2 June
286.8 567.0 327.0 240.0 425.2 284.2 159.3 141.0 28.9 1121 1,041.7 785.1 1,036.0 July
288.0 561.0 3249 236.1 423.1 2833 159.7 139.8 29.1 110.7 1,042.6 786.2 1,001.7 Aug
Changes 3
654 - 284 - 169 - 15 37.8 42.3 404 - 4.5 16| - 6.1 - 403 - 7.6 29.7| 2008
10.5 213 - 5.1 264 - 209 - 209 - 71 0.0 - 3.9 3.9 - 1825 - 1623 - 99.8| 2009
- 143 139.7 83.4 56.3 - 296| - 364 0.2 6.8 3.1 3.7 - 741 - 619 - 46.3] 2010
- 18.0 - 740] - 591 - 149 - 166 - 138 - 55 - 2.7 80| - 107 - 395 - 349 112.9] 2011
- 118 10.7 - 105 21.2 - 0.2 - 0.7 - 1.5 0.5 - 2.2 2.7 - 155 - 177 - 62.2) 2012
2.0 - 7.0 - 109 3.9 - 30| - 34| - 9.3 0.5 - 2.6 3.1 - 388 - 472 - 420.8) 2013
15.5 - 123 - 151 2.9 15.1 0.4 - 4.0 14.6 0.9 13.8 83.6 72.0 194.0| 2014
1.5 - 3.9 - 4.2 0.3 1.4 5.1 24| - 3.7 - 0.9 - 2.7 - 801 - 935 - 150.1} 2015
3.7 - 156] - 7.2 - 84| - 28| - 14| - 3.0 - 1.4 0.2 - 1.6 - 309 - 331 42.1| 2014 Dec
8.5 9.9 8.2 1.6 6.5 1.0 25 5.5 0.6 4.9 53.7 49.4 124.4) 2015 Jan
- 2.5 6.3 3.0 3.2 - 1.5 - 1.2 - 25 - 0.2 0.1 - 0.3 - 1.2 - 7.8 - 576 Feb
5.8 - 24| - 0.9 - 1.5 1.6 2.8 0.3 - 1.2 - 0.7 - 04| - 170, - 243 73.7 Mar
3.4 8.7 8.7 0.0 - 0.6 0.0 28] - 0.6 0.5 - 1.1 32.6 34.1 - 944 Apr
- 6.3 - 161 - 1.4 - 4.6 2.7 1.8 0.3 1.0 - 1.0 1.9 - 1A - 122 - 615 May
- 7.5 - 5.1 - 3.7 - 15 - 1.8 - 1.8 - 3.7 0.0 0.3 - 0.3 - 251 - 2841 - 102.8 June
215 4.6 1.8 28| - 2.1 0.6 08] - 2.7 04] - 3.0 - 70| - 3.9 32.0 July
- 3.9 1.1 - 3.0 4.1 3.6 3.9 1.5 - 0.3 - 0.2 - 0.1 - 1.6 - 1.2 - 280 Aug
- 4.4 - 1.2 - 1.0 - 0.2 29 1.8 0.1 1.1 - 0.4 1.5 - 1.5 - 1.0 7.2 Sep
- 7.1 1.4 2.9 - 1.5 - 25 - 1.5 0.8 - 1.0 0.8 - 1.8 - 4.9 - 7.9 - 8.4 Oct
3.0 - 0.9 - 3.8 2.9 53 5.7 09 - 04| - 0.8 04| - 315 - 353 50.6 Nov
0.9 - 101 - 4.9 - 5.2 - 128 - 8.0 - 1.3 - 4.8 - 0.6 - 4.2 - 556 - 553 - 854 Dec
- 0.1 3.4 3.8 - 0.4 43 1.4 43 2.9 - 0.2 3.1 24.8 22.8 90.5| 2016 Jan
- 0.3 - 0.7 - 04] - 0.2 - 16| - 0.2 3.7 - 1.4 0.3 - 1.8 5.8 3.0 63.5 Feb
- 1.9 - 3.0 - 0.2 - 2.9 2.8 - 0.3 - 2.8 3.1 - 0.2 3.3 - 235 - 254 - 602 Mar
2.7 1.8 3.9 - 2.1 - 1.4 - 0.3 1.7 - 1.1 0.7 - 1.8 12.9 13.1 - 444 Apr
0.6 - 5.2 - 2.3 - 2.9 6.1 5.7 1.4 0.4 - 1.0 1.4 1.0 3.7 13.0 May
- 0.5 - 9.7 - 5.7 - 4.0 1.0 2.0 24 - 1.0 0.0} - 1.0 24.7 255 89.5 June
0.8 53 3.1 2.2 1.0 3.2 44| - 2.2 - 00| - 2.1 6.6 11.8 - 111 July
1.2 - 59 - 2.0 - 3.9 - 201 - 0.7 0.5 - 1.3 0.2 - 1.5 0.8 1.2 - 343 Aug

exchange of equalisation claims. 3 Statistical breaks have been eliminated from
the flow figures (see also footnote * in Table I1.1).
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IV Banks
1 Assets and liabilities of monetary financial institutions (excluding the Bundesbank) in Germany *
Liabilities
€ billion
Deposits of banks (MFls) Deposits of non-banks (non-MFls) in the euro area
in the euro area
Deposits of non-banks in the home country Deposits of non-banks
With agreed At agreed
of banks maturities notice
Balance in the in other of which of which
sheet home member Over- up to up to Over-
Period total 1 Total country states Total Total night Total 2 years Total 3 months |Total night
End of year or month
2007 7,592.4 1,778.6 1,479.0 299.6 2,633.6 2,518.3 769.6 1,193.3 477.9 555.4 446.0 75.1 19.6
2008 7,892.7 1,827.7 1,583.0 2447 2,798.2 2,687.3 809.5 1,342.7 598.7 535.2 424.8 74.2 224
2009 7,436.1 1,589.7 1,355.6 234.0 2,818.0 2,731.3 997.8 1,139.1 356.4 594.4 474.4 63.9 17.7
2010 8,304.8 1,495.8 1,240.1 255.7 2,925.8 2,817.6 1,089.1 1,110.3 304.6 618.2 512.5 68.4 19.3
2011 8,393.3 1,444.8 1,210.3 2345 3,033.4 2,915.1 1,143.3 1,155.8 362.6 616.1 515.3 78.8 25.9
2012 8,226.6 1,371.0 1,135.9 235.1 3,091.4 2,985.2 1,294.9 1,072.8 320.0 617.6 528.4 77.3 31.2
2013 7,528.9 1,345.4 1,140.3 205.1 3,130.5 3,031.5 1,405.3 1,016.2 293.7 610.1 532.4 81.3 33.8
2014 7,802.3 1,324.0 1,112.3 211.7 3,197.7 3,107.4 1,514.3 985.4 298.1 607.7 531.3 79.7 344
2015 7,665.2 1,267.8 1,065.9 201.9 3,307.1 3,215.1 1,670.2 948.4 2915 596.4 534.5 80.8 35.3
2014 Nov 7,840.0 1,348.2 1,116.1 2321 3,198.0 3,105.3 1,514.5 985.5 290.7 605.3 527.6 81.0 36.6
Dec 7,802.3 1,324.0 1,112.3 211.7 3,197.7 3,107.4 1,514.3 985.4 298.1 607.7 531.3 79.7 34.4
2015 Jan 8,125.6 1,383.4 1,138.5 2449 3,214.5 3,114.1 1,530.7 976.8 292.7 606.6 529.1 82.4 37.2
Feb 8,061.5 1,368.7 1,134.4 2343 3,220.8 3,126.5 1,543.4 977.0 294.6 606.1 530.0 83.3 38.9
Mar 8,173.0 1,382.3 1,134.8 247.5 3,218.1 3,120.2 1,542.4 973.8 2953 603.9 529.1 84.8 40.8
Apr 8,084.0 1,367.5 1,118.0 249.5 3,226.8 3,129.0 1,565.9 961.6 292.7 601.5 528.8 86.9 42.4
May 8,004.0 1,343.4 1,103.5 239.9 3,247.4 3,148.5 1,592.3 956.2 289.1 600.0 529.0 86.1 40.9
June 7,799.5 1,303.2 1,090.5 212.7 3,241.5 3,140.1 1,594.8 9471 283.6 598.3 528.6 88.9 42.0
July 7,867.6 1,294.3 1,080.0 2143 3,268.2 3,169.4 1,608.2 964.8 288.6 596.4 528.2 88.5 42.7
Aug 7,840.0 1,281.1 1,072.9 208.1 3,279.0 3,182.1 1,625.2 961.8 286.7 595.1 528.5 86.5 41.3
Sep 7,829.3 1,281.8 1,076.3 205.5 3,274.0 3,174.2 1,624.8 9549 283.2 594.5 529.3 87.9 419
Oct 7,856.5 1,295.4 1,096.9 198.5 3,283.6 3,187.7 1,650.4 942.7 278.9 594.6 530.6 85.1 395
Nov 7,940.1 1,312.0 1,108.5 203.5 3,307.5 3,2154 1,672.6 948.6 287.1 594.2 531.5 82.8 39.5
Dec 7,665.2 1,267.8 1,065.9 201.9 3,307.1 3,215.1 1,670.2 948.4 2915 596.4 534.5 80.8 353
2016 Jan 7,823.5 1,266.8 1,066.5 200.3 3,322.6 3,225.5 1,686.6 942.9 286.9 596.0 535.4 853 415
Feb 7,913.1 1,264.9 1,062.1 202.8 3,324.6 3,227.5 1,694.0 937.1 283.2 596.3 537.0 86.0 42.5
Mar 7,783.4 1,252.3 1,058.8 193.5 3,319.6 3,221.8 1,682.6 944.7 290.4 594.4 536.2 86.8 40.1
Apr 7,806.5 1,258.6 1,060.8 197.8 3,332.8 3,240.8 1,704.9 943.2 291.0 592.7 535.6 82.4 38.4
May 7,817.2 1,230.3 1,027.5 202.8 3,348.6 3,253.7 1,717.2 945.3 292.6 591.1 535.0 84.9 41.7
June 7,920.6 1,241.7 1,039.1 202.6 3,350.9 3,250.2 1,718.1 942.1 290.9 590.0 534.5 89.4 449
July 7,942.1 1,226.7 1,023.7 203.0 3,362.7 3,267.1 1,733.1 945.0 295.2 589.1 534.5 85.5 40.7
Aug 7,908.5 1,211.5 1,016.5 195.0 3,369.5 3,274.0 1,744.5 941.2 292.8 588.4 534.6 85.5 40.4
Changes 4
2008 3133 65.8 121.7) - 558 162.3 1731 38.7 154.6 1235 - 202 - 212 - 75| - 0.1
2009 — 4545) - 2354| - 2246| - 108 31.9 439 205.0f - 2204) - 2593 59.3 50.3 - 96| - 4.1
2010 - 1363 - 752 - 994 24.2 723 59.7 88.7 - 530 - 522 24.0 383 - 4.4 2.2
2011 54.1 - 484 - 288| - 196 102.1 97.4 52.4 47.6 58.8| - 2.6 1.3 4.8 6.5
2012 - 129.2 - 687 - 700 1.3 57.8 67.1 156.1 - 904 - 502 1.5 141 - 1.4 5.4
2013 - 7036 - 106.2 - 739 - 323 39.1 47.8 1115 - 563| - 266 - 7.3 4.0 2.6 33
2014 206.8 - 284 - 322 3.9 62.7 71.6 106.0 - 321 3.1 - 2.4 - 2.4 - 25 - 0.0
2015 - 1795 - 611 - 496 - 115 104.9 105.5 153.7 - 369 - 10.0 - 13 4.2 - 0.2 - 0.3
2014 Dec - 541 - 256 - 5.4 - 202 - 1.3 1.5 - 0.9 - 0.0 7.3 2.4 2.2 - 1.5 - 2.4
2015 Jan 278.4 543 23.1 313 13.8 52 14.5 - 8.2 - 4.7 - 1.2 - 1.1 2.2 25
Feb - 700} - 149 - 43| - 107 59 121 124 0.2 1.8 - 0.5 0.8 0.8 1.7
Mar 86.5 10.9 - 1.2 12.0 - 4.6 - 8.0 - 1.9 - 4.0 0.2 - 2.2 - 0.9 1.2 1.8
Apr - 639 - 117 - 153 3.7 9.7 10.2 24.5 - 119 - 23 - 2.4 - 0.2 1.7 1.0
May - 925} - 255 - 153} - 102 19.8 18.8 259| - 56| - 38| - 1.5 0.2 - 09| - 1.7
June - 191.7 - 391 - 124 - 267 - 5.2 - 7.8 2.9 - 9.0 - 5.3 - 1.7 - 0.4 2.9 1.2
July 57.5 - 9.9 - 1.0 1.1 25.9 28.6 129 17.6 1.0 - 1.9 - 0.4 - 0.5 0.6
Aug - 88| - 16| - 6.1 - 55 1.9 13.6 17.7) - 28| - 1.8 - 1.3 0.3 - 1.8 - 1.3
Sep - 7.3 0.8 3.6 - 2.8 - 4.9 - 7.7 - 0.4 - 6.7 - 3.3 - 0.6 0.8 1.4 0.6
Oct 25.1 13.7 20.6 - 7.0 9.5 13.5 25.6 - 122 - 4.3 0.1 1.3 - 2.8 - 25
Nov 59.7 14.4 10.3 4.1 22.2 26.3 21.0 5.6 8.0| - 0.3 09| - 26| - 0.2
Dec - 2526 - 425 - 415 - 1.0 1.0 0.9 - 1.4 0.1 4.5 2.2 3.0 - 1.8 - 4.1
2016 Jan 169.4 - 0.4 1.0 - 14 16.0 10.8 16.5 - 53 - 4.5 - 0.4 0.9 4.6 6.3
Feb 945| - 0.5 - 33 2.7 4.3 4.2 74| - 35| - 1.8 0.3 1.6 0.7 1.0
Mar - 107.0 - 101 - 1.9 - 83 - 3.2 - 4.6 - 101 7.4 7.0 - 1.9 - 0.8 1.1 - 2.3
Apr 31.0 6.3 2.0 43 131 18.9 222 - 1.5 0.6 - 1.8 - 0.7 - 4.5 - 1.6
May 353| - 1.4 - 57 4.2 14.8 12.0 1.7 1.8 14| - 15| - 0.6 2.4 3.2
June 108.2 13.0 12.4 0.6 2.2 - 3.0 1.0 - 29 - 1.5 - 1.1 - 0.4 3.9 3.2
July 235 - 149 - 154 0.5 11.9 171 15.1 29 4.3 - 0.9 - 0.1 - 3.9 - 4.2
Aug - 3331 - 152 - 721 - 8.0 6.8 6.9 1141 - 38| - 241 - 0.7 0.1 0.1 - 0.3

* This table serves to supplement the “Overall monetary survey” in section II. Unlike by banks (including building and loan associations) — data from money market
the other tables in section 1V, this table includes — in addition to the figures reported funds. 1 See footnote 1 in Table IV.2. 2 Excluding deposits of central
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Debt securities
issued 3
in other member states 2 Deposits of
central governments
With agreed At agreed Liabilities
maturities notice arising
of which from Money of which Liabilities
domestic repos with | market with to non-
of which of which central non-banks |fund maturities  |euro- Capital
up to up to govern- in the shares of up to area and Other
Total 2 years Total 3 months |Total ments euro area |issued 3 Total 2 years 3 residents reserves Liabilities 1 | Period
End of year or month
53.2 22.0 23 1.8 40.1 383 26.6 28.6 1,637.6 1823 661.0 428.2 398.2| 2007
49.5 249 2.4 1.8 36.6 34.8 61.1 16.4 1,609.9 2333 666.3 461.7 451.5] 2008
43.7 17.0 25 2.0 22.8 22.2 80.5 1.4 1,500.5 146.3 565.6 454.8 415.6] 2009
46.4 16.1 2.8 2.2 39.8 38.7 86.7 9.8 1,407.8 82.3 636.0 452.6 1,290.2| 2010
49.6 18.4 33 25 395 37.9 97.1 6.2 1,345.7 75.7 561.5 468.1 1,436.6] 2011
42.3 14.7 3.8 2.8 28.9 25.9 80.4 7.3 1,233.1 56.9 611.4 487.3 1,344.7| 2012
44.0 16.9 35 2.7 17.6 16.0 6.7 4.1 1,115.2 39.0 479.5 503.0 944.5| 2013
42.0 15.9 3.3 2.7 10.6 10.5 3.4 3.5 1,077.6 39.6 535.3 535.4 1,125.6| 2014
42.2 16.0 33 2.8 1.3 9.6 25 3.5 1,017.7 48.3 526.2 569.3 971.1| 2015
411 15.0 33 2.6 1.7 10.6 9.6 3.6 1,084.8 41.3 562.0 540.1 1,093.7| 2014 Nov
42.0 15.9 33 2.7 10.6 10.5 3.4 35 1,077.6 39.6 535.3 535.4 1,125.6 Dec
41.8 15.5 3.4 2.7 18.0 12.7 6.8 3.5 1,103.7 44.2 614.3 543.2 1,256.2| 2015 Jan
41.0 14.5 34 2.7 11.0 8.9 8.0 35 1,104.3 447 610.1 557.4 1,188.7 Feb
40.5 14.7 34 2.7 13.1 9.2 7.6 35 1,108.0 46.2 624.5 565.4 1,263.6 Mar
41.1 15.7 3.4 2.7 10.9 9.4 1.4 3.3 1,098.8 47.6 647.9 563.4 1,164.9 Apr
41.9 16.2 34 2.7 12.8 9.5 5.0 34 1,087.3 429 645.6 567.6 1,104.3 May
435 18.0 34 2.8 12.5 109 33 35 1,076.1 41.2 605.9 564.7 1,001.3 June
42.4 16.9 34 2.7 10.3 8.9 4.5 35 1,077.7 39.0 627.0 565.1 1,027.2 July
41.8 14.9 34 2.8 10.4 9.7 6.6 35 1,061.0 36.3 634.9 573.2 1,000.8 Aug
42.6 14.8 34 2.7 12.0 105 7.0 4.1 1,060.5 43.6 606.7 577.1 1,018.1 Sep
42.2 15.5 34 2.8 10.8 8.7 6.6 4.1 1,069.9 48.1 609.1 578.5 1,009.4 Oct
40.0 143 34 2.8 9.3 7.8 6.1 3.9 1,075.9 50.6 599.6 574.7 1,060.4 Nov
42.2 16.0 33 2.8 1.3 9.6 25 35 1,017.7 48.3 526.2 569.3 971.1 Dec
40.4 15.0 33 2.7 1.8 8.4 2.8 3.8 1,021.1 49.5 583.5 566.5 1,056.5| 2016 Jan
40.1 149 33 2.7 11.2 8.5 4.2 3.7 1,020.2 51.2 595.3 579.5 1,120.8 Feb
435 18.6 33 2.7 11.0 8.3 3.2 35 1,014.7 49.0 557.1 576.3 1,056.7 Mar
40.7 17.0 3.2 2.7 9.6 7.9 3.7 3.1 1,019.3 50.3 606.6 583.6 998.9 Apr
40.0 15.9 3.2 2.7 10.0 8.1 3.5 2.7 1,029.8 49.8 611.6 583.9 1,007.0 May
413 171 3.2 2.7 1.3 8.8 25 2.7 1,023.9 50.0 618.1 587.3 1,093.4 June
41.6 16.2 3.2 2.7 10.1 8.1 3.4 25 1,021.8 56.6 656.1 578.1 1,090.9 July
42.0 17.0 3.2 2.7 10.0 7.9 3.2 24 1,020.0 52.7 663.4 582.0 1,056.5 Aug
Changes 4
- 7.5 0.6 0.1 - 00| - 33 - 3.2 36.1 - 122 - 339 50.2 - 0.1 393 56.1| 2008
- 5.7 - 7.7 0.1 02| - 24 - 0.8 194) - 50| - 1046| - 87.1 - 953] - 0.3 - 65.0] 2009
- 6.8 - 5.8 0.3 0.3 17.0 16.5 6.2 - 1.6 - 106.7 - 632 54.4 - 7.1 - 78.6| 2010
- 2.2 1.7 0.5 03| - 0.1 - 0.7 100} - 37y - 769| - 66| - 805 13.7 137.8] 2011
- 7.2 - 3.6 0.5 0.3 - 7.9 - 9.2 - 196 1.2 - 107.0 - 186 54.2 21.0 - 68.5]| 2012
- 0.5 22| - 0.3 - 0.1 - 113 - 100 41 - 3.2 - 1049 - 17.6| - 1341 189| - 417.1| 2013
- 23 - 1.2 - 0.2 - 0.1 - 64| - 48| - 34| - 06| - 637 - 0.2 359 26.1 178.3] 2014
- 0.0 0.0 0.0 0.1 - 04| - 19| - 09| - 00| - 805 9.3 - 266 28.0| - 143.3| 2015
0.9 0.8 0.0 00| - 1.4 - 0.3 - 62| - 0.1 - 135 - 191 - 318| - 6.2 30.6| 2014 Dec
- 0.4 - 0.4 0.1 0.0 6.4 1.2 3.4 0.0 8.1 4.0 63.5 3.9 131.3] 2015 Jan
- 09| - 1.1 0.0 00| - 700 - 3.8 1.2 - 00| - 1.7 0.5 - 5.7 136| - 684 Feb
- 0.5 0.1 - 00| - 0.0 2.2 04| - 04| - 00| - 6.5 1.2 6.4 54 753 Mar
0.7 1.1 0.0 0.0 - 2.2 0.2 3.8 - 0.2 0.4 1.7 31.8 0.6 - 983 Apr
0.7 0.5 0.0 0.0 1.9 0.1 - 6.4 0.1 - 167 - 49| - 71 28| - 594 May
1.6 1.8 0.0 00| - 0.3 1.5 - 1.6 0.1 - 72| - 16| - 36.0| - 1.8 - 100.8 June
- 1.1 - 1.1 - 0.0 - 0.0 - 2.1 - 2.0 1.2 - 0.0 - 3.1 - 2.4 17.4 - 0.7 26.6 July
- 0.5 - 20| - 0.0 0.0 0.1 0.8 2.0 0.1 - 103 - 2.6 13.0 9.7 - 236 Aug
08| - 0.1 - 00| - 0.0 1.4 0.6 0.5 05| - 0.2 7.3 - 279 4.0 19.9 Sep
- 0.3 0.7 - 0.0 0.0 - 1.1 - 1.8 - 0.4 0.0 10.8 5.9 23 0.0 - 107 Oct
- 241 - 1.2 - 0.0| - 00| - 1.5 - 09| - 05| - 0.1 - 4.0 23 - 16.8] - 6.7 51.2 Nov
23 1.8 - 0.0 0.0 2.0 1.8 - 36| - 05 - 501 - 2.1 - 678 - 28| - 864 Dec
- 1.7 - 1.0 - 0.0 - 0.0 0.5 - 1.3 0.3 0.3 5.8 1.3 59.2 - 2.2 90.4| 2016 Jan
- 0.3 - 0.1 - 0.0 - 00| - 0.6 0.1 1.4 - 0.1 - 1.1 1.6 1.6 13.2 65.7 Feb
35 40| - 00| - 0.0 0.3 04| - 09| - 0.2 48| - 1.8 - 307 - 0.2 - 664 Mar
- 2.8 - 1.6 - 0.0 - 0.0 - 1.3 - 0.5 0.5 - 0.4 3.9 1.2 49.2 7.2 - 4838 Apr
- 08| - 1.2 - 00| - 0.0 0.4 03| - 02| - 0.4 49| - 0.7 0.9 4.3 124 May
0.7 08| - 00| - 0.0 1.3 07| - 1.0 00| - 5.0 0.3 8.4 3.9 86.7 June
0.3 - 03| - 00| - 00| - 13| - 0.7 09| - 0.2 - 1.2 6.6 386 - 89| - 2.7 July
0.4 08l - 0.0 - 0.0l - 0.1 - 0.2 - 02| - 0.1 - 191 - 4.1 7.4 6.7 - 368 Aug
governments. 3 In Germany, debt securities with maturities of up to one year are published together with money market fund shares. 4 Statistical breaks have been

classed as money market paper; up to the January 2002 Monthly Report they were eliminated from the flow figures (see also footnote * in Table II.1).
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End of
month

2016 Mar
Apr
May
June
July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

2016 July
Aug

IV Banks

2 Principal assets and liabilities of banks (MFIs) in Germany, by category of banks”

€ billion
Lending to banks (MFls) Lending to non-banks (non-MFls)
of which of which
Loans
Cash in
hand and
credit
Number of balances for
reporting Balance with Balances Securities uptoand |for Securities | Partici-
institu- sheet central and issued by including more than issued by pating Other
tions total 1 banks Total loans banks Total 1 year 1 year Bills non-banks |interests assets 1
All categories of banks
1,771 7,826.0 194.6 2,4159 1,892.9 518.0 4,001.6 357.4 2,855.3 0.7 777.9 119.4 1,094.5
1,769 7,849.5 207.7 2,456.6 1,934.4 516.7 4,023.1 371.9 2,866.1 0.7 773.7 119.0 1,043.1
1,769 7,860.5 226.7 2,431.2 1,912.1 513.8 4,031.1 368.5 2,876.2 0.6 775.5 119.1 1,052.4
1,764 7,963.8 243.4 2,447.8 1,929.9 512.6 4,010.8 355.9 2,876.6 0.6 769.7 119.4 1,142.4
1,754 7,985.3 264.9 2,438.2 1,928.9 505.3 4,030.4 366.6 2,887.9 0.5 769.5 119.7 1,132.0
1,749 7,951.8 273.2 2,429.6 1,923.8 502.0 4,031.3 360.2 2,900.7 0.5 763.4 120.0 1,097.7
Commercial banks ¢
266 3,276.1 177.2 1,002.2 915.7 86.3 1,191.0 190.3 752.6 0.3 2449 56.9 848.8
266 3,248.9 189.3 997.3 912.0 85.2 1,189.4 185.6 757.3 0.3 2422 57.0 815.9
Big banks 7
4| 1,993.9 52.2 573.0 534.6 383 505.3 106.8 2771 0.1 118.9 50.3 813.1
4 1,963.7 66.0 561.4 524.3 37.0 505.8 106.1 278.7 0.1 117.5 50.3 780.3
Regional banks and other commercial banks
159 944.9 69.9 228.2 184.6 43.5 611.9 61.2 435.4 0.2 114.8 5.6 293
159 933.3 59.5 227.8 184.0 43.7 611.0 58.6 437.7 0.2 114.1 58 293
Branches of foreign banks
103 3373 55.0 201.0 196.5 4.5 73.8 223 40.1 —| 1.2 0.9 6.4
103 351.9 63.8 208.2 203.8 4.5 72.7 20.8 40.9 - 10.7 0.9 6.3
Landesbanken
9| 945.2 13.2 283.8 212.2 71.2 509.0 56.1 360.1 0.1 91.4 11.0 128.3
9 938.6 134 281.1 2111 69.6 504.9 55.8 360.3 0.1 87.9 10.9 1284
Savings banks
408 1,153.9 23.7 185.0 66.0 118.8 915.4 49.7 710.4 0.1 155.1 14.5 15.4
408 1,157.0 215 187.4 68.0 119.2 918.2 48.6 713.9 0.1 155.4 14.5 15.4
Credit cooperatives
1,014 834.8 12.7 169.2 61.2 107.3 618.9 31.9 485.5 0.1 101.3 15.6 18.4
1,010 837.0 131 167.2 59.1 107.5 622.6 31.8 488.5 0.0 102.1 15.7 18.5
Mortgage banks
15 286.8 1.7 52.9 37.4 15.3 222.7 4.7 177.0 —| 40.9 0.2 9.4
15 286.3 2.0 52.7 37.6 14.8 222.0 4.7 176.8 - 40.5 0.2 9.4
Building and loan associations
21 214.5 0.9 57.8 40.4 17.4 151.1 1.4 127.0 . | 22.8 0.3 4.4
20 214.7 1.2 57.2 40.0 17.2 151.7 1.3 127.5 . 22.9 0.3 4.4
Banks with special, development and other central support tasks
From July 2016 including DZ BANK AG Deutsche Zentral- Genossenschaftsbank, Frankfurt am Main (DZ Bank)
21 1,273.9 35.6 687.3 596.0 89.0 422.4 325 2753 0.0 1131 213 107.3
21 1,269.1 32.7 686.7 596.1 88.5 422.6 324 276.4 0.0 112.4 21.4 105.7
Memo item: Foreign banks &
137 1,053.8 103.4 385.6 342.9 42.6 457.0 64.2 277.6 0.2 112.4 4.4 103.4
138 1,053.6 98.0 390.0 347.7 42.3 458.0 62.6 280.5 0.2 1121 4.4 103.1
of which: Banks majority-owned by foreign banks °
34 716.5 48.4 184.5 146.4 38.1 383.2 41.9 237.5 0.2 101.2 35 96.9
35 701.6 34.2 181.8 144.0 37.8 385.3 41.8 239.6 0.2 101.4 35 96.8

* Assets and liabilities of monetary financial institutions (MFIs) in Germany. The assets
and liabilities of foreign branches, of money market funds (which are also classified
as MFIs) and of the Bundesbank are not included. For the definitions of the respective
items, see the footnotes to Table IV.3. 1 Owing to the Act Modernising Accounting
Law (Gesetz zur Modernisierung des Bilanzrechts) of 25 May 2009, derivative
financial instruments in the trading portfolio (trading portfolio derivatives) within the

meaning of section 340e (3) sentence 1 of the German Commercial Code (Handels-
gesetzbuch) read in conjunction with section 35 (1) No 1a of the Credit Institution
Accounting Regulation (Verordnung Uber die Rechnungslegung der Kreditinstitute)
are classified under "Other assets and liabilities" as of the December 2010 reporting
date. Trading portfolio derivatives are listed separately in the Statistical Supplement
to the Monthly Report 1, Banking statistics, in Tables 1.1 to I.3. 2 For building and
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Deposits of banks (MFls) Deposits of non-banks (non-MFls) Capital
including
of which of which published
reserves,
Time deposits 2 Savings deposits 4 partici-
pation
Memo rights
item Bearer capital,
for for Liabilities of which debt funds for
up toand |more arising At three Bank securities | general Other
Sight Time Sight including |than from months’ savings out- banking liabi- End of
Total deposits | deposits | Total deposits 1 year 1 year 2 repos 3 Total notice bonds standing 5 |risks lities 1 month
All categories of banks
1,682.0 497.5 1,184.5 3,450.0 1,807.2 281.8 694.8 40.4 603.2 543.6 63.0 1,110.4 480.2 1,103.3] 2016 Mar
1,718.2 493.9 1,224.2 3,483.4 1,836.5 290.4 692.7 60.3 601.4 542.9 62.4 1,119.0 4835 1,045.4 Apr
1,691.4 531.5 1,159.8 3,502.4 1,852.5 294.6 693.4 58.2 599.8 542.3 62.2 1,132.7 480.6 1,053.4 May
1,717.7 550.2 1,167.4 3,495.4 1,855.4 285.8 694.0 48.7 598.6 541.8 61.7 1,125.6 485.3 1,139.9 June
1,729.0 548.3 1,180.6 3,519.6 1,866.2 299.0 695.6 60.7 597.6 541.7 61.3 1,113.0 486.6 1,137.1 July
1,7171 535.9 1,181.1 3,530.4 1,875.8 302.4 694.7 65.0 596.8 541.7 60.7 1,116.8 484.9 1,102.6 Aug
Commercial banks ¢
| 798.9 377.6 4213 1,348.6 813.2 165.9 240.7 435 104.0 96.1 24.8 157.7 163.6 807.3| 2016 July
795.8 3729 422.9 1,357.6 818.6 170.6 240.1 48.2 103.6 95.9 24.7 156.7 164.5 774.2 Aug
Big banks 7
| 438.4 196.1 2423 581.6 329.1 95.8 86.5 435 64.5 63.1 58 1231 97.1 753.7| 2016 July
436.0 203.3 232.6 586.6 330.2 100.0 86.5 48.2 64.2 62.8 5.8 122.7 97.1 721.3 Aug
Regional banks and other commercial banks
| 185.6 74.5 111.0 620.5 388.4 47.8 127.4 0.0l 39.1 32.8 17.7 34.2 58.4 46.3| 2016 July
170.7 59.1 111.5 623.9 392.3 48.1 126.9 - 39.0 32.8 17.7 33.6 59.3 45.8 Aug
Branches of foreign banks
| 175.0 107.0 68.0 146.4 95.6 223 26.8 —| 0.4 0.2 1.3 0.5 8.1 7.3| 2016 July
189.2 110.4 78.8 147.1 96.1 225 26.8 - 0.5 0.2 1.2 0.4 8.1 7.1 Aug
Landesbanken
| 263.4 53.1 210.2 296.4 122.4 64.7 955 11.8 13.6 10.5 0.2 204.0 55.3 126.2| 2016 July
262.4 55.2 207.2 294.5 120.0 65.1 95.7 12.8 135 10.6 0.2 202.7 55.3 123.7 Aug
Savings banks
| 1334 9.9 1235 865.9 513.5 16.5 15.3 —| 293.7 262.9 26.9 13.8 101.0 39.8| 2016 July
1314 8.8 122.6 870.5 519.1 16.1 15.5 - 2933 262.9 26.5 13.8 101.1 40.2 Aug
Credit cooperatives
| 105.4 2.3 103.1 621.4 378.8 32.7 16.4 —| 185.9 171.7 7.7 8.4 68.7 30.8| 2016 July
104.9 2.6 102.3 624.1 381.5 32.6 16.4 - 185.9 172.0 7.6 8.2 68.8 31.1 Aug
Mortgage banks
| 52.9 6.7 46.1 119.6 8.2 10.0 101.3 —| 0.1 0.1 . | 94.6 9.7 10.1| 2016 July
52.2 6.7 455 118.7 8.2 9.7 100.7 - 0.1 0.1 95.6 9.7 10.1 Aug
Building and loan associations
| 21.7 3.9 17.8 165.9 1.1 | 0.9 163.4 —| 0.3 0.3 0.2 25 10.2 14.2| 2016 July
21.7 4.3 17.5 166.1 1.1 0.9 163.6 - 0.3 0.3 0.2 25 10.2 14.2 Aug
Banks with special, development and other central support tasks
From July 2016 including DZ Bank
| 353.3 94.7 258.6 101.9 29.1 8.3 63.0 54 —| —| . | 632.1 78.0 108.7| 2016 July
348.6 85.4 263.3 98.8 27.4 73 62.6 4.1 - - 637.3 75.3 109.1 Aug
Memo item: Foreign banks &
| 359.1 190.0 169.1 517.6 355.0 53.0 79.5 9.4 21.4 20.9 8.6 211 50.3 105.7| 2016 July
356.3 178.4 178.0 521.0 358.2 53.7 79.2 10.0 21.4 20.9 8.5 20.9 50.8 104.5 Aug
of which: Banks majority-owned by foreign banks °
| 184.1 83.0 101.1 371.2 259.4 30.7 52.8 9.4 21.0 20.7 7.3 20.6 42.2 98.4| 2016 July
167.2 68.0 99.2 373.9 262.1 31.2 52.4 10.0 20.9 20.7 73 20.5 42.7 97.4 Aug

loan associations: Including deposits under savings and loan contracts (see Table
IV.12). 3 Included in time deposits. 4 Excluding deposits under savings and loan
contracts (see also footnote 2). 5 Including subordinated negotiable bearer debt
securities; excluding non-negotiable bearer debt securities. 6 Commercial banks
comprise the sub-groups “Big banks”, "Regional banks and other commercial banks”
and “Branches of foreign banks”. 7 Deutsche Bank AG, Dresdner Bank AG (up to

Nov. 2009), Commerzbank AG, UniCredit Bank AG (formerly Bayerische Hypo- und
Vereinsbank AG) and Deutsche Postbank AG. 8 Sum of the banks majority-owned by
foreign banks and included in other categories of banks and the category “Branches
(with dependent legal status) of foreign banks”. 9 Separate presentation of the banks
majority-owned by foreign banks included in other banking categories.
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3 Assets and liabilities of banks (MFIs) in Germany vis-a-vis residents *

€ billion
Lending to domestic banks (MFls) Lending to domestic non-banks (non-MFls)
Treasury
Cash in Negotiable bills and
hand Credit money negotiable
(euro-area |balances market Memo money mar- | Securities
banknotes |with the Credit paper Securities  |item ket paper issued
and Bundes- balances issued by issued by | Fiduciary issued by by non-
Period coins) bank Total and loans  |Bills banks banks loans Total Loans Bills non-banks banks 1
End of year or month *
2006 16.0 49.4 1,637.8 1,086.3 - 9.3 542.2 1.9 3,000.7 2,630.3 1.9 2.0 366.5
2007 17.5 64.6 1,751.8 1,222.5 0.0 253 504.0 2.3 2,975.7 2,647.9 1.6 1.5 324.7
2008 17.4 102.6 1,861.7 1,298.1 0.0 55.7 507.8 2.0 3,071.1 2,698.9 1.2 3.1 367.9
2009 16.9 78.9 1,711.5 1,138.0 - 31.6 541.9 2.2 3,100.1 2,691.8 0.8 4.0 403.5
2010 16.0 79.6 1,686.3 1,195.4 - 7.5 483.5 1.8 3,220.9 2,770.4 0.8 27.9 421.8
2011 15.8 93.8 1,725.6 1,267.9 - 7.1 450.7 2.1 3,197.8 2,774.6 0.8 6.4 415.9
2012 18.5 134.3 1,655.0 1,2291 - 2.4 423.5 2.4 3,2204 2,7855 0.6 2.2 4321
2013 18.5 85.6 1,545.6 1,153.1 0.0 1.7 390.8 2.2 3,131.6 2,692.6 0.5 1.2 437.2
2014 18.9 81.3 1,425.9 1,065.6 0.0 2.1 358.2 1.7 3,167.3 2,712.2 0.4 0.7 454.0
2015 19.2 155.0 1,346.6 1,062.6 0.0 1.7 2822 1.7 3,233.9 2,764.0 0.4 0.4 469.0
2015 Mar 15.2 97.5 1,488.9 1,127.0 0.0 3.2 358.6 1.6 3,212.0 2,738.7 0.3 15 471.5
Apr 15.9 91.7 1,473.6 1,117.3 0.0 34 352.8 1.6 3,2211 2,745.0 0.4 1.5 474.2
May 16.1 95.0 1,466.4 1,114.3 0.0 35 348.6 1.6 3,207.9 2,7433 0.3 17 462.5
June 15.1 115.4 1,424.2 1,082.1 0.0 33 338.8 1.6 3,200.4 2,745.2 0.3 2.4 452.5
July 15.4 116.6 1,429.7 1,091.8 0.0 2.7 335.2 1.6 3,228.7 2,748.4 0.3 2.4 477.6
Aug 15.2 133.6 1,418.0 1,086.8 0.0 2.1 329.1 1.6 3,230.9 2,751.1 0.3 1.9 477.5
Sep 15.6 139.8 1,384.6 1,059.7 0.0 2.3 322.7 1.6 3,230.8 2,756.1 0.3 1.7 472.8
Oct 16.2 140.0 1,421.3 1,100.0 0.0 2.1 319.1 1.6 3,232.0 2,764.6 0.3 15 465.6
Nov 15.7 152.2 1,438.4 1,122.6 0.0 2.6 313.2 1.6 3,249.0 2,775.2 0.3 1.0 472.5
Dec 19.2 155.0 1,346.6 1,062.6 0.0 17 2822 1.7 3,233.9 2,764.0 0.4 0.4 469.0
2016 Jan 16.2 170.9 1,368.7 1,086.0 0.0 2.0 280.8 1.6 3,238.7 2,771.0 0.4 0.7 466.5
Feb 15.9 164.3 1,379.8 1,098.3 0.0 1.8 279.7 1.6 3,248.0 2,781.4 0.4 1.5 464.7
Mar 17.2 166.6 1,358.5 1,076.3 0.0 2.0 280.2 1.6 3,247.2 2,785.9 0.3 1.2 459.7
Apr 16.9 179.8 1,392.1 1,110.3 0.0 2.1 279.7 1.6 3,260.6 2,798.3 0.4 1.3 460.6
May 18.4 197.2 1,367.7 1,086.7 0.0 1.8 279.2 15 3,264.8 2,805.3 0.3 14 457.8
June 19.1 2135 1,356.7 1,078.8 0.0 1.6 276.2 1.7 3,252.1 2,797.2 0.3 1.8 452.9
July 19.4 233.0 1,349.1 1,074.3 0.0 1.3 273.4 1.7 3,264.5 2,806.4 0.3 1.7 456.1
Aug 19.4 240.9 1,348.1 1,075.2 0.0 1.2 271.7 1.7 3,265.9 2,810.9 0.3 13 453.5
Changes *
2007 + 15| + 152| + 1148] + 1376 + 00| + 170| - 398 + 04| - 159] + 121 - 03] - 05| - 272
2008 - 01 + 394| + 1259| + 9041 + 0.0 + 306| + 5.2 - 08] + 920| + 473 - 04 + 18] + 433
2009 - 05 - 236 - 147.2 - 1573 - 0.0 - 241 + 343 + 0.2 + 257 - 112 - 04 + 1.4 + 359
2010 - 09 + 06| - 193| + 615 + 0.0 - 240| - 568 - 03| + 1305 + 787 + 0.0 + 23.8| + 280
2011 - 02 + 142 + 473| + 805 - - 04| - 328 - 01 - 306 - 3.2 + 0.0 - 215 - 5.9
2012 + 27 + 405 -  68.6 - 375 - - 4.6 - 265 + 0.1 + 210 + 9.8 - 02 - 4.3 + 15.7
2013 + 00 - 488| - 204.1| - 170.6 + 0.0 - 07| - 327 - 02] + 44) + 0.3 - 01 - 06| + 48
2014 + 04 - 43 - 1193 - 871 + 0.0 + 04| - 326 + 0.1 + 36.7 + 206 - 01 - 0.6 + 168
2015 + 03 + 737) - 80.7| - 43 - 0.0 - 04| - 759 - 01) + 689 + 541 - 00 - 03] + 151
2015 Mar + 0.1 + 27.8] + 3.0 + 1.4 - + 02| + 1.4 - 00| + 70| + 1.9 - 00 + 02| + 4.9
Apr + 06 - 57| - 153} - 9.7 - + 02| - 5.8 + 0.0 + 9.1 + 6.4 + 0.0 - 0.0] + 2.8
May + 03 + 33| - 72| - 3.0 + 0.0 + 01| - 43 - 01 - 131 - 1.5 - 00 + 02| - 1.7
June - 11 + 204) - 421 - 321 - 00 - 02| - 9.8 + 0.1 - 75| + 1.9 - 00 + 07| - 101
July + 03 + 1.2 + 55| + 9.7 - 0.0 - 06| - 3.6 - 00| + 283 + 3.1 + 0.0 + 0.0 + 251
Aug - 041 + 17.00 - 124 - 5.6 + 0.0 - 07| - 6.1 + 00| + 23| + 29 + 0.0 - 05| - 0.1
Sep + 03 + 63| - 333| - 271 - + 02| - 6.4 - 00| - 0.1 + 49 + 0.0 0.3 4.7
Oct + 07 + 01 + 366| + 403 - 0.0 - 02| - 35 - 00| + 1.2 + 85 + 0.0 - 01| - 7.2
Nov - 06 + 123) + 173| + 227 - + 05| - 5.9 + 00| + 167| + 103 - 00 - 05| + 6.9
Dec + 36 + 28] - 918| - 599 - - 09| - 310 + 01) - 151 - 111 + 0.1 - 06| - 35
2016 Jan - 31 + 159 + 222 + 234 - + 03| - 1.5 - 00| + 45) + 6.7 - 00 + 03| - 2.4
Feb - 03 - 65 + 119 + 131 - - 02| - 1.0 - 00| + 9.6 + 106 - 041 + 08| - 1.7
Mar + 13 + 23] - 213| - 221 - + 02| + 0.5 + 00| - 08| + 4.5 - 00 - 03| - 5.0
Apr - 03 + 13.2) + 336| + 340 - + 0.1 - 0.6 - 0.1 + 133 + 123 + 0.0 + 0.1 + 0.8
May + 15 + 17.4] + 39| + 48 - - 04| - 0.5 - 00| + 57| + 8.4 - 01 + 01| - 2.7
June + 07 + 164 - 109| - 7.8 - - 0.1 - 3.0 + 02| - 119 - 7.3 - 00 + 04| - 5.0
July + 04 + 194| - 76| - 45 - - 03| - 2.8 - 01| + 133 + 102 - 0.0 - 0.0 + 3.2
Aug - 00 + 791 - 1.0 + 0.9 - - 01l - 1.8 + 001 + 150 + 46 + 0.0 - 04l - 2.6
* See Table IV.2, footnote*; statistical breaks have been eliminated from the changes. (see also footnote 2). 2 Including debt securities arising from the exchange of
The figures for the latest date are always to be regarded as provisional. Subsequent equalisation claims. 3 Including liabilities arising from registered debt securities,
revisions which appear in the following Monthly Report, are not specially registered money market paper and non-negotiable bearer debt securities; including

marked. 1 Excluding debt securities arising from the exchange of equalisation claims subordinated liabilities. 4 Including liabilities arising from monetary policy operations
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Deposits of domestic banks (MFls) 3 Deposits of domestic non-banks (non-MFls)
Partici-
pating
interests
in
Memo domestic Memo Memo
Equalisa-  |item banks Sight Time Redis- item Sight Time Savings Bank item
tion Fiduciary |and deposits | deposits | counted Fiduciary de- deposits | de- savings Fiduciary
claims 2 loans enterprises | Total 4 bills 5 loans Total posits 6 posits 7 bonds 8 loans Period
End of year or month *
- 53.0 106.3 1,348.2 1254 1,222.7 0.0 223 2,394.6 747.7 962.8 586.5 97.5 37.8| 2006
- 51.1 109.4 1,478.6 1221 1,356.5 0.0 20.0 2,579.1 779.9 1,125.4 555.4 118.4 36.4| 2007
- 47.2 111.2 1,582.5 138.5 1,444.0 0.0 41.6 2,781.4 834.6 1,276.1 535.2 1354 32.3| 2008
- 43.9 106.1 1,355.1 128.9 1,226.2 0.0 35.7 2,829.7 1,029.5 1,102.6 594.5 103.2 43.4| 2009
- 337 96.8 1,238.3 135.3 1,102.6 0.0 13.8 2,935.2 1,104.4 1,171 618.2 95.4 37.5| 2010
- 36.3 94.6 1,210.5 114.8 1,095.3 0.0 36.1 3,045.5 1,168.3 1,156.2 616.1 104.8 36.5| 2011
- 34.8 90.0 1,1355 1329 1,002.6 0.0 36.3 3,090.2 1,306.5 1,0725 617.6 93.6 349| 2012
- 31.6 92.3 1,140.3 125.6 1,014.7 0.0 33.2 3,048.7 1,409.9 952.0 610.1 76.6 32.9| 2013
- 26.5 94.3 1,111.9 127.8 984.0 0.0 11.7 3,118.2 1,517.8 926.7 607.8 66.0 30.9| 2014
- 20.4 89.6 1,065.6 1311 9345 0.0 6.1 3,224.7 1,673.7 898.4 596.5 56.1 29.3| 2015
- 259 92.3 1,1344 178.0 956.4 0.0 1.2 3,131.7 1,548.8 916.0 603.9 63.0 30.7| 2015 Mar
- 258 92.5 1,117.5 163.4 954.0 0.0 1.2 3,140.9 1,572.3 905.2 601.5 61.9 30.2 Apr
- 25.7 92.8 1,103.0 164.4 938.6 0.0 1.1 3,158.8 1,597.3 900.5 600.0 61.0 30.2 May
- 253 92.5 1,090.2 161.7 928.4 0.0 1.1 3,151.7 1,600.1 892.9 598.3 60.4 29.6 June
- 25.0 92.4 1,079.0 152.5 926.5 0.0 10.8 3,179.3 1,612.9 910.4 596.4 59.5 29.5 July
- 25.0 92.1 1,072.5 149.0 9234 0.0 10.8 3,193.8 1,630.7 909.1 595.2 58.8 29.5 Aug
- 24.9 92.0 1,076.0 153.1 922.9 0.0 10.8 3,186.8 1,630.7 903.5 594.6 58.1 29.5 Sep
- 24.7 91.9 1,096.4 150.5 945.8 0.0 10.6 3,197.7 1,655.5 890.2 594.6 57.5 29.5 Oct
- 24.5 92.0 1,108.0 158.2 949.7 0.0 10.5 3,224.8 1,676.9 896.7 594.3 56.8 29.5 Nov
- 20.4 89.6 1,065.6 1311 9345 0.0 6.1 3,224.7 1,673.7 898.4 596.5 56.1 293 Dec
- 20.3 90.0 1,066.1 145.0 9211 0.0 6.0 3,233.8 1,689.6 893.3 596.1 54.8 29.3| 2016 Jan
- 20.2 89.8 1,061.7 151.8 909.9 0.0 5.9 3,236.2 1,697.4 887.8 596.4 54.6 29.3 Feb
- 19.9 90.3 1,058.6 147.9 910.7 0.0 5.9 3,231.2 1,687.4 894.9 594.5 54.4 29.1 Mar
- 19.8 89.8 1,060.2 149.7 910.4 0.0 5.9 3,249.8 1,709.6 893.5 592.7 54.0 29.0 Apr
- 19.7 89.9 1,026.8 142.0 884.7 0.0 5.8 3,262.7 1,721.8 896.1 591.2 53.7 29.0 May
- 19.6 89.9 1,038.6 152.5 886.0 0.0 6.0 3,259.9 1,722.6 894.1 590.0 53.1 28.7 June
- 19.5 90.1 1,022.8 140.0 882.7 0.0 5.9 3,275.7 1,7371 896.8 589.1 52.7 28.6 July
- 19.4 90.3 1,015.7 1373 878.3 0.0 59 3,282.1 1,748.5 893.1 588.4 52.2 28.7 Aug
Changes *
- - 23 + 31| + 1320 - 33| + 1353 - 0.0 - 23| + 1811 + 316 + 1605 - 311 + 20.1 - 2.0 2007
- - 54 + 78| + 1243] + 23.0] + 1013 - 00 - 36| + 207.6| + 543| + 156.6| - 202 + 17.0 - 1.3] 2008
- - 42 + 07| - 2254) - 9.7| - 2157 - 0.0 - 57| + 597)+ 2114] - 1793| + 593 - 316 - 0.9| 2009
- - 2.1 - 92| - 965| + 223| - 1191 - 0.0 - 02| + 778| + 76.0| - 189| + 240 - 33 - 1.7| 2010
- - 11 - 22| - 250| - 200| - 5.1 - 0.0 + 01 + 111.2) + 63.7| + 409| - 2.6 + 93 - 1.1 201
- - 13 - 41 - 708| + 215 - 919 - 0.0 + 02| + 422+ 1387 - 86.7| + 1.5 - 1.2 - 1.6| 2012
- - 33 + 24| - 794) - 241) - 553 + 0.0 - 34| + 402+ 1184| - 539| - 7.4 - 17.0 - 17| 2013
- - 19 + 20| - 29.0| + 22| - 312 - 0.0 - 06| + 69.7| + 1079 - 253 2.4 - 10.6 - 2.0| 2014
- - 2.1 43| - 466| + 33| - 500 + 0.0 - 13| + 1065) + 156.2) - 283| - 113 - 101 - 16| 2015
- - 02 + 0.1} + 09| + 88| - 7.9 0.0 - 01 - 6.0| - 04| - 26| - 2.2 - 08 - 0.1| 2015 Mar
- - 0.1 + 02| - 17.0) - 146| - 24 - 0.0 - 0.0 + 9.2| + 235 - 108| - 2.4 - 1.0 - 05 Apr
- - 0.1 + 03| - 144 + 1.0 - 154 + 0.0 - 01 + 17.9| + 250| - 47 - 1.5 - 09 - 0.1 May
- - 03 - 03| - 129] - 28| - 101 - 0.0 - 01] - 7.0 + 27| - 75| - 1.7 - 06 - 05 June
- - 03 - 02| - 11 - 9.2 - 1.9 + 0.0 - 02| + 275|+ 129 + 17.7| - 1.9 - 11 - 0.1 July
- - 0.1 - 03| - 710 - 34| - 3.7 - 00 + 00| + 145] + 178 - 1.3 - 1.3 - 07 + 0.0 Aug
- - 0.1 - 01 + 37| + 4.1 - 0.4 + 0.0 + 00| - 7.0| - 0.1 - 56| - 0.6 - 07 - 0.1 Sep
- - 02 - 01 + 203| - 26| + 229 + 0.0 - 02| + 109| + 248 - 133| + 0.1 - 06 - 0.0 Oct
- - 02 + 01| + 11.6] + 770 + 3.9 + 0.0 - 01| + 270| + 215 + 65| - 0.3 - 06 - 0.0 Nov
- - 0.1 - 20| - 424} - 271 - 152 - - 01 - 0.0| - 32| + 1.7 + 2.2 - 07 - 02 Dec
- - 0.1 + 04] + 05| + 139 - 134 - 00 - 01] + 9.1 + 15.8| - 58| - 0.4 - 06 + 0.0 2016 Jan
- - 0.1 - 02| - 3.1 + 7.0 - 10.1 + 0.0 - 00| + 48] + 79| - 3.1 + 0.3 - 02 - 00 Feb
- - 03 + 05| - 32| - 40| + 0.8 - 00 - 01] - 50| - 100 + 70| - 1.9 - 02 - 02 Mar
- - 0.1 - 03| + 16| + 1.9 0.3 - 0.0 + 0.0 + 186]| + 222 - 1.3 - 1.8 - 05 - 0.1 Apr
- - 0.1 + 0.1 - 5.1 - 29| - 2.2 + 0.0 - 00| + 129| + 122 + 25| - 1.5 - 03 - 0.0 May
- - 0.1 + 0.0 + 128} + 108| + 2.0 - + 02| - 25| + 09| - 1.7 - 1.1 - 05 - 03 June
- - 0.1 - 00| - 158| - 125 - 3.3 - - 01 + 15.8| + 145 + 27| - 0.9 - 05 - 00 July
- - 0.1 + 021 - 710 - 271 - 44 - - 0.0l + 6.41 + 11.41 - 381 - 0.7 - 05 + 0.0 Aug

savings and loan contracts (see also footnote 8). 8 Including liabilities arising from
non-negotiable bearer debt securities.
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Period

2006
2007
2008
2009

2010
2011
2012
2013
2014

2015
2015

2016

2014
2015
2015

2016

Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

Jan
Feb
Mar

Apr
May
June

July
Aug

Mar

Apr
May
June

July
Aug
Sep

Oct
Nov
Dec

Jan
Feb
Mar
Apr
May
June

July
Aug

IV Banks

4 Assets and liabilities of banks (MFIs) in Germany vis-a-vis non-residents

€ billion
Lending to foreign banks (MFls) Lending to foreign non-banks (non-MFls)
Treasury
Cash in bills and
hand Credit balances and loans, bills Negotiable Loans and bills negotiable
(non- money money
euro-area Medium | market Memo Medium | market
banknotes and paper Securities  |item and paper Securities
and Short- long- issued by |issued by Fiduciary Short- long- issued by issued by
coins) Total Total term term banks banks loans Total Total term term non-banks | non-banks
End of year or month *
0.4 1,266.9 1,003.2 744.5 258.7 133 250.4 0.8 777.0 421.0 156.0 264.9 7.2 348.9
0.3 1,4335 1,105.9 803.6 302.4 13.4 314.2 0.5 908.3 492.9 197.5 295.4 27.5 387.9
0.3 1,446.6 1,131.6 767.2 364.3 15.6 299.5 1.9 908.4 528.9 151.4 377.5 12.9 366.6
0.3 1,277.4 986.1 643.5 342.6 6.2 285.0 2.9 815.7 469.6 116.9 352.7 9.8 336.3
0.5 1,154.1 892.7 607.7 285.1 2.1 259.3 1.8 773.8 461.4 112.6 348.8 10.1 302.3
