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US mortgage markets and agency spreads

Housing indicators

MBS issuance volumes®
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Financial sector indicators
Selected CDS spreads’ Bank losses/capital injections® Relative performance®
— US CDS (hs)’ [ Capital injections
48— US GSEs (hs)® 400 [ Losses and writedowns 320

~— International banks (rhs)*

Q307 207 Q102 Q208 Q308 Q408
' Equally weighted average spreads, in basis points. * US soversign five-year CDS spread. * US govemment.sponsored

enterprises (GSEs): Fannie Mae and Freddie Mac. * Thi

Sources: Bloomberg: Markit: BIS caloulations.

banks headqs d in North America and 11 banks headquartered
in Europe. 'hmuUSMMMMMdMMWWMM ‘Eqnﬂrm
average spreads (inverted scale, in basis points) and equity prices (in US dollars) for the 24 universal banks in the left-hand panel.

Graph 2
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Credit spread indices

Spread levels®

Investment grade’ Sub-investment grade’
= North America = North America
= Europe 280 =— Europe 1,300
= Japan
210 1,000
140 700
70 400
|||||||||||l|||||U |||l|||||||||||l|||1m
2007 2008 2007 2008

' Five-year on-the-run CDS mid-spread on index contracts of investment grade (CDX IG; iTraxx Europe; iTraxx Japan) and sub-
investment grade (CDX High Yield; iTraxx Crossover) quality; in basis points. ? The dots indicate the maximum spread levels over
the respective periods. * Average monthly global high-yield bond spreads over Treasuries.
(XO: iTraxx Crossover, HY: CDX High Yield) at end-August and end

[ High-yield cash spreads® ®
B CDS spreads end-Aug 08° _
[] Change since end-Aug 08*

g8 8 88 8

97 99 01 03 05 07 XOHY

* CDS spread levels over Treasuries

2008; adj

Sources: JPMorgan Chase; Markit, BIS calculations.

with five-year swap spreads.

Graph 3
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Equity market prices and implied volatilities
Equity prices’ Implied volatilities Historical implied volatilities®
100 — VIX (S&P 500) 100 — VIX (S&P 500) 120
— Nikkei 225 — Nikkei 225
a0 — DJ EURO STOXX a5 — DJ EURO STOXX 100
80 70
70 55
— S&P 500 60 40
— DJ EURO STOXX
— Nikkei 225 50 25
L1 1 1 1 Ja S [ N Y S I o I A . Al Al i I
bun08  Aug08  Oct08 JunD8  Aug08  Oct08 86 9 95 00 05
' In local currency; 1 June 2008 = 100. 2 Volatility implied by the price of at-the-money call option contracts on stock market indices,
in per cent.
Sources: Bloomberg; BIS calculations. Graph 4
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Lehman Brothers: selected indicators
Equity and CDS level Losses/capital injections® Lehman-referencing CDS®
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Government bond yields and swaption volatilities
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' Inpercent. 2 Deutsche Bank volatility estimate on one-year swaptions.
Source: Bloomberg. Graph 5
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US commercial paper (CP) markets

US CP spreads®

0. *cp
Sources: Federal Reserve Board; Bioomberg; BIS calculations.

US CP outstanding’ Maturity of ABCP?
1,000
750
w— Asset-backed CP 500
m— Financial CP
s Non-financial CP 250
W
Illlllllllllltllllln__
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3

ght yield minus the effective federal funds rate, in basis points.

—— Asset-backed CP
— Financial CP
— Non-financial CP

375

|l|||||||||||||||||
2007 2008

4 5
" In trillions of US dollars. * Maturity of outstanding asset-backed CP (ABCP), weeks after date; as a percentage of total
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Emerging market assets

Ratings and EMBIG indices MSCI regional equity prices* Relative valuation®
[ Upgrades (ins)’
45 [ Downgrades (hs)' 900 200 [\A 1.0
= EMBIG spreads (ths)®
qp = ENENE s gae} 700 150 aﬂ 08
15 100 b 06
II e 'II' ||"-|; — Asia — Asia
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L * = Emerging Europe = Emerging Europe
rﬂmh'm 0 |||||I||||;I||||l|||Iallﬂ l|||||||l||||||||||||n]||||||n||||ﬂ-2

2006 2007 2008 2007 2008 2006 2007 2008
' Monthly long-term foreign and local currency sovereign rating changes from Fitch, Moody's and Standard & Poor's.

2 EMBI Global index; sovereign spread over government bond yields, in basis points. * EMBI Global index; cumulative
total returns. * In local currency; 31 December 2005 = 100. ® PJ/E ratios based on consensus forecasts for one-year

operating earnings; MSCI indices divided by P/E ratio of S&P 500; the horizonal lines indicate long-term averages.
Sources: Bloomberg; Datastream; JPMorgan Chase; Standard & Poor's; BIS calculations. Graph 8
! Fitch ~ Moody ~ Standard & Poor (1 EHiE % FHEZFS: (sovereign rating) F (monthly) ZH#ei
- *EMBGI 5458 847 : 2K%, - ° EMBGI RS - MRA0RA - * DLE M -
2005 4F 12 H 31 H=100- ° DL 1 ST ESEMERF T H02 AL  MSCI 58 S&P500 AL
IKFRAERIATY -

ZiflIE © Bloomberg : Datastream ; JPMorgan Chase : Standard & Poor’s ©

9+ BEBORAE

Policy rates’
In per cent
= Euro area — Austraiia
—— Japan 15 —— Canada 15
= United States
6.0 6.0
45 45
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| = United Kingdom
lllllltlllillll!—llm |111|I]1||1]1||11|'ﬂ-0
Q3ior Q407 Qioe Q208 Q308 Q408 Q3ior Q407 Qioe Qzo8 Q3oa Q408
' For the ECB, minimum bid rate on the main refinancing operations; for the Bank of Japan, uncollateralised target rate; for the
Federal Reserve, federal funds target rate; for the Reserve Bank of Australia, target cash rate; for the Bank of Canada, target ovemnight
rate; for the Swiss National Bank, midpoint of the three-month Libor target range; for the Bank of England, Bank rate.
Source: Bloomberg. Graph 8

NER ¢ o B ERSE SR 2 (minimum bid rate on the main refinancing operations ) i H
A AR EEIFEE (uncollateralized target rate ) 1 SEERIBEHES  EFIE S HEF#E (federal
funds target rate ) ; | © EAEE 4 F]=E (target cash rate ) s NS A ¢ [ HASH]SE (target
overnight rate ) 3 1= 3 H HLiborFl|Z# H @A ( midpoint of the three-month Libor target
range) ;38 | B HHUTFIE CHEEBTERS LM ZAE) (Bank rate)

FHRELA ¢ Bloomberg ©
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Forward curves
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Federal funds futures
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' Implied one-month rates from ovemight index swaps.
Sources: Bloomberg; BIS calculations. Graph 10

| GEREHT RS S HE A — (8 F IR -

#AfL2EIR ¢ Bloomberg : 8 BIS F{HR4EH

IR AEERS LA FTSE - B AR Sl
PR R SRR AL (B OIS A ME A 1R - <&
RS (B2 AU A2 (financial sector spreads )
TESCRT R ek - SRLSE(S RIRDIAE
B R SCHERA B E AR ER i
(&l 3 - et B paa]) o {H AR R ERE A
I PR3 BB IR T - T
BEHEG > B iSRG R B

At G R TR T B R T 2
RESE BN » =18 FIJI5EIC Libor-OIS A fE
10 J3 10 H ikl 364 FACREZRWARE M
11T HEY 170 HASES  SO/MERIOTELIEET Lib-
or-OIS FJZth nl A FARIAVESS - BH/RIRTT
APk A e (5 7 Z2fE) - Ak
PR L BB ST B A R o o B
(Il 4 - e Bd e - BUATEE T265E%10 H

13 HEH Epk 1% » By 1933 S LIKE H iR
Rl - FLAR SRR o DURORT BT B R S
625 > IMESERT KRR T (e 8 - /e fe Bl rf
&)

FRREIRIRRE > AR R A e I ' FH S B
U T E o BIANAE SERIRERE B 2R T 4 -
(e B s R R A 22 - 18— Brdniy
AR > BEEELEERBUT 9 HOIEE FER]
S P M SERT K HE(E] 1> AlEl) - Ealisige
FEIKIPA B PRI 2 R EATRE S 2009 4 6
H 30 HATE THI SIS SRE ORI T B e it AR
8 R ATHI LB RIS ST AAA
AR TEZR o M PR AR R (ag-
ency paper) ° fICABRR SR RIIBH 575 12
PEORFEATR AR - DU I E R BT
AT R > SRREBEAS R A (ag-

—295—



Axembst il FL-AH

ency spreads) i Lk o BRI - FF
B G E i - SRR E
] -

SRATHP IR T S P Bl R T - th SRk
B B R R AR IE A A - 3E I
BIGLRFRIAE CDS T I HESIGE AN i ¥
AR BRI TEE BEAF IN - TIEUE S Bl

Gt R B ER B T 2B 58 - DURERIR
FofEARAYT CDS IR B2 (SEBIIRIAR
FEH1]) o BESRIERE CDS AEAATRF IR T ZER15C
DHAGHES - R Rl BRI RE (S T R
(credit protection ) FEARIEGIMHLA » AATES
By > <SRBI RS T k(e 2> 72
[&) °

[

W= AR EFERAB T LB FTE

HIENEIERITI S > 2k IR SOTRETEIER, - £ 2008 4 9 F HIjsi Ly
— {8 Ay R B SR ] (phenomenon) » 9 H M 10 HHTE R HISMEHITEE - #4
s A HE IR BUEE PRV SSCRIGE I BMS A HE LIS - MR ST B #
FTBLTIERT o B RS AGEIE SRIRASAT - AR > A SRRV C A FHERR
FASEIE - BRI BT ELERRRE HES MR B B b - AR AR AR TS IR -

HNEOGERIS T 2 i i S > R BRI TERINS R T » — e RAT SR Bt
TFHIGMIEZ R b R R =550 AAREI IS NHEFRIES ~ S T 5 38 A4
WE > DUR B FAFE AR T ARYSNEE | o b3t = A =0 A8 A Fn sl - EAELE
KGRt - 55— 858 =R NAIBE TS PR BEIZ 2 » Rl B s SN A S M e
RIS ~ BANBB BRI MNEFIR - SIS0 E R AR A BB RIS N1
JEHE R PTRESR K T 8 S AU BB - — IS5 R HE (swap) B R SGR ahas iy /i =0
HHABBIS R TR - BEAh > sRANIAIT AR B A IR T IR A RE L - 25 B BUR e
MRS PR FEIREAY SRR, > R R B R AT R 2 B[R] it F U BE ] B B SR HES
JERAY B R IR L —

P I T IG5 fif 42 B (swap lines) BIE (R B 5

B RA T HAE 17 52 (R 2 B S B e S DA E BRI DRI H - AMfR
PRI LS Rl B R Y SE T 2 (dollar market) » HIRT R 15t 25— R HAUEE boh o YR
BB R KRR G RER) 76 2007 47 12 H % 2008 47 9 H rhviyis B - R
L RAT (ECB) LURHi -4 T(SNB ) FH B Ik e S iy $ R (S B - R AR A S0 B y

—296—




Axembst il FL-AH

RANSITEE: > IERCA MR e IR ERE] (TAF) BILIGE - SR EtEs RS
HAMER AL - INSEITR S ERIM N - £ 9 Hrpd) > BESScRbl a2t e
PR R e Bl A o B TR s B A 17 TE Y B B (TE AN 2 BN 10 FJERY 14
) ~ AEESIRE Wk BB (T 1 IR 5 9H) > DUSCHIUBRE RGN - Frh g e B 5
o~ BRI~ DRI AR TR e Y B BT 0 AE 10 I rh R I I DU IRSE
HZE]E AR IEFR A (full-allotment) A5 SE T » B3 BT TIHISS CRRE R EAYHER - IR
AR LR RIS B = FOD f 2 - AR PR s — BB ¢ S RI H
S A £ ZEE R E 1558 (repo) L PRAIGE > FRHTHIHRMESS Z5(FX swaps)

BESN - BESRIERRAST T WIs - 500 B 3 WO T B R R RIAH BRI RE R i -
£ 2008 47 5 J1 - Hiit: ~ SREREL TR RAT - EATREE K S R TE O L BT SO RS SRR
HFERE - 2008 4 10 H > B 17 BdEs LR @ e 778 - i BhWOT s TiARNE
AT - PR B ERG E RATTR BRGNS T - [WH > BRI TR
SO TR LHRMERE - DI IIRE O TSR En Y - M EEE R E R e fteoT
TAUFFIRAT © SIF 11 7 - B IR T BB SR T 50 BRI B8 D1 T 555 T il v R B WO T
(R HAHE B S -

PR EATRIEE T (A B - BURE T % S TR L A A
MAFIZIEE > IFEER LRI NTE SR -

-~

T

=

eI BIHIIMEfF I
FBIRA TRIBAAT b A S NEA T AR S ME RTINS Y - SRlfehkE 2008
F 9 Hrp R LI PlAaIGERER - L2 B ZOT B A TR B RSN LUl
TS B ME R BAUTRK - AIRARMER ST HIFIEE ST S « BEAbh > F RIT G =R E
(o] e 7 UPIANEE P BT E R DT O MEAR A S BT - S — i ek 2 Bl s 5y
HETTHAME RS 7 o SR RIUIUHRHE )7 U S — M B T R R B 51T S (BT - 1tk
M TEAEM - AT AR - 00 Bl R TEATRHE I A IS MHE A R
(BIANFEA A A 2 B TR SAERIYIR )~ DURBESMNAE B <521 5 U AE B LS Bl
PEBIANEREIELENE) » AT ER o BIZERA T RRALHT A ACHRABE BRI (BIANLLPY ~ B RE) -
L B EATCHELF fR A 5 B TP AT RER I NE ST SR (BN V) - Sl Bd 5 e

J

—297—



Bemst AN FRTA\E

( PP HANE 22 SR TR At S ) DLOSGE i B 5 S 8 -5 FIAVSERE ©

1 FEARSIHIZEGI - AR A SN T 2T RERIRF S & FL A B 1y i By BIANIER B W B 5 (IMF)
HIERE -

2 BRTRIEINEZ SN o RITHRRTDLE A A GIATF R RESE M iRy /T2 s SRR b IHE R <3
SRS -

3 A b S IO TSR A B - SR AR NHE T35 T FHIM IR AR M SRl ] -

4 BN ~ BRI RATAE 2008 £ 9 i 11 Hrpvh) (BRNRITHIERZIHIZE 10 Hrph)) HIBEH ST
HE > EEHEHERER S H — PRI ESonE S -

5 HFZ AR ETHREHER R SOTRE EE (RS ) BUSE G - Sl 5 RIS A
FKIC - PR B B R RRIE A -

FERA TR R (EEEHERE )
BAE | BE | BA s
SR e | e | e SR
BEEfEHETT (BA7 : 3Eon)
B RAT 07/12/12 - v 1A -3 18
s 1H-3H -1
BRINLLAT 07/12/12 - v P
TERAT 08/09/18 - v 1H- 33 18
HARST 08/09/18 - v 1H-3H
ERRAT 08/09/18 | 300 f% -
BRPHRAT  08/09/24 | 300f& | v | 1H-373 |
FLRT 08/09/24 | 300 fi% v 1A-3H8
FHERTT 08/09/24 | 150 f& % 1H-3H
R T 08/09/24 | 150 f& v 1H-3H
AHPERIRA T 08/10/28 | 150 fi& -
EPERTT 08/10/29 | 300 f& -
_ EPEEERET | 08/10/29 | 300 f¥ -
BT 08/10/29 | 300 f& -
ks | 08/10/29 | 300 & -
iR TR 22
BiserT 08/10/15 | - v %Eﬁfﬁ‘ 148
WeRisRAT 08/11/07 - v %@%3&5 L -

—298—



Axembst il FL-AH

BN TR T (B4 : BOD)
o BHAH | RS il b
SRR e mm | me | ww el
B FIRAT 08/10/16 50 &% ° - AT SNrE R A ¢
FIERAT 08/10/27 120 {& v 1538
BERESAT 08/11/21 100 f&° - -
LB AT T BT
VKEIAT los/05/16 | 5% | v | -

1 ZORHRE]:2008 47 11 F 21 H > BRIESVHEADR - FriatR BB e E - 2 R RATEIAC S BT
MESTRCERIE (FEFRRATIIVAC S ) o ATt RTRESRA TEL ML ESNERIBE - BIANTE ISR RS NHETE
JESE - BRIESSAREDR > BTt BRI 5 Z (repo) SiE HE fR i (collateralized loans) - 1 H(IM)= 1 {
A5 3 AGM)= 3 AE] : 13EAW)= 1588 ; ON=fGH : 3 fRERITEIE ST - 4 oA
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Francois-Louis Michaud and Gert Schnabel
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8 H DA HRT T 2 THI AR 25 2EA e > IR Anit - IRSERI T A B A ZR A AR AR B
BerkEL i IR A I S Y » - S SR A TR PR A U IR /55 - EL IR BsA
5 DU RIBRAEEEGR KA - IR T RITEHEHZENA > BfEEH
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E L B R = AT IH1(2008 41 O AL Z R » SRATHYE A B FMIE MR IR 25 TH B
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MRS IRERE A RSO (E A) > 050 RATALHEA RIS 7 2R SR HE R L] -

FIBRE S ANMEAE R A RIS B R P H - A IIRGEEREE - (HR e 54
AR A TGS © BEAh - RIS Al ey ELBI R TR o Bl 122
R PRIEE E - NLZ e BE e IS 2R G (TSLE) - 2R Shra LI Mo & 3
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Central bank assets and open market operations

Central bank total assets’ Repos® Share of longer-term repos®
— Federal Reserve’
- ECB 325 100
= Bank of England®
= Bank of Japan 75

— SNB

25
lIII]IIlIIIlIII!IIlIl25 lll]llll IlIIlIIII]II25 It]llllll!llllllllllf
200? 2008 2007 2008 2007 2008

mmzuor 100; weekly data. * Adjusted by BIS for est of ftems in the course of settiement refaled to unlimited doltar
operations. Rmrd'lm agreements [mdnmmmnmﬂﬁjl‘htmad] including foreign currency auctions; amounts
June 2007 = 100, * Sum of the amount of TAF and US

Tmmysecuﬁuhﬂdhﬂwﬂd‘swﬂolb s Decline from August to December offsets supply of reserves to the market via
lamnqmmnM(NR1MNMManMMNWMMMammme
but also NR, repaid bormowing from the Bank of England. Ounmdew[andTthrMFsd]mummm
auctions of 28 days and beyond as percentage of total outstanding repos (and TAF for the Fed); monthly averages.

Source: Central banks. Graph A
12007 4FE5 K =100 ; JAZE} ; * £8 BIS F% A IRIRASE TR YA EIE | ° BIESHIE
ElfpE (EFESMERE ) (FED AU RS E skl ) © FuEfes ek APHiE -
2007 4£6 H=100 - * W EE/HEREE - TAF » LUK FED FrERBIAGMIMEE - ° 8 HE
12 A H FREEHEBEFAIUERTEATIBNE S - © HEIE S e 28
KIS © IR RS AT UEN B 2 B arErI s « A48y -

BRI ¢ BRI IRTT

FEFR S VLA A A HEE I IR 1R - o LRI I THYE A B R BRI Y
faR > IR SEAE T S R W INEE R R A A T o S I e o B S A TR
# > FEBRI P ERAME 5 - BRI T Bl R TR A R i 30% © sk HEEHIT
SrE > L SR S R e i R A R T S AL R R R ~ DURFIR HBERE(SPV)
Fil APESEARTE ~ DURH@ (A 5 A T A HAE A EE AU ST AR S 2 T (i el e O b
Tl > SAPERA TR S R ELRERIE © BRI B i RE BRI - MRS SEE
o E[EEGEINY - S EIRTTE A A R DRI AR - RS PRI P B SE TRl R
TN IR > AAERIERBI 7RIS HUE UIRE (8 B) » 25 BNGES T 3 ZALEEFR
HYEEERR S ITTHREHE B E Y i =B - DUSAHBRRY SETCRIE 2 2 R IE R N (2 & i
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RS EIR) o SEIRdBHIE & Bl ] S i - RATHIHME B R AR EIR - AE 8 HIRE 9 HIK
il > ke 3,000 (H36I0  MAEE BRI - IREERITAHTIRYSITEAR - R 7>
Z 50

B BRI T AR TSR BB 1

Central bank open market operations and lending’

Federal Reserve Bank of England

1 Repos and TAF®
[ Lending® 2,000
w— Total assets®

' In billions of national curency units. ? Repurchase agreements and term auction credit (TAF). * Primary discount credit, primary
dealer credit facility, Maiden Lane (Bear Steams), AIG, commercial paper and money market mutual fund support measures. * Total
factors supplying reserve funds. ° Main refinancing, long-term refinancing and fine-tuning operations in euros.  ® Marginal lending
and other claims in euros on euro area credit institutions. 7 Short and long-term reverse sterling repos. " Adjusted by BIS for
estimates of items in the course of related 1o irmi dollar ¢ ' # Includes US dollar lending and lending to UK
deposit protection.

VAT ¢ (CRBINH) - i s I s ] (TAF) - R EREEALER ¥

7 O riEid] (PDCF ) HEWE @ AIG ; B¥A el ey it R IR £ % -

& AT A ] S RERE G MR T S - ° S RSE(Main refinancing) « FIRGE SLOMEHR(E

(fine-tuning operations) ( BE{i7 : Ei7C) » ©SEEEHGEHH] ( Marginal lending ) Sl S HET I

PR DABIOT RO GO - 7 B R S g B (158 5 -

FRRR ¢ AR T -

F I THE RN E I EE B - RIDIZET 2B - GBEKRZL ZHITHES
SEEREERGNN) o BRI THIAE B (deposit facility )5 F S KBRS < LLAL > BT EIR AR
17 Ry o L B R T T S LB R PRI T2 T I - AR SEB T - B B R TE
EE - WKHME AZKIETEME Fed { FH(EHHT 5,000 {53€<) © 1 Fed thBA2GERI THENG &
R > H BTG FESEHE G (FREERHE) A R R IR S (VAR B & < L ARAIER - 3
FHAS RIS DUR B A s (B SR SE « S BN oA T RN A/ L G BB
HRHERIFZE - {7 200 {EFEAER A2 50 FEAEEEL 100 FEAEE o BOM YA TI0 B AT 7]
AR IR E IHFERK - SIA R BRI TR T A (R ~ S i BB 155 B R
1)

~
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EEFR 2 0 T 0 RS R B R T
IRk » MEAE R BT S B o1 - Fa &
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FIZEFFRE R RE CREDT SR LIS P Ry
JKHE) e

15 FI T 5V 5 H DB Fg R 2k T E

A RR MRS R - DU AHBR R IR
Ik B i EHA R SG BA BL B R
RIS HBERE W LTt - 2R T Bl
TR B SR - INDASERIAE 10 H 16
H AR RE B RURAE SR - B
H [ IGETHTESY - MEIRERIE T ATRE
PRI T B A B R R TR A RS B
RAMEETERRERE © 11 Hrpd) > REIBURE
At E SERT LA E R Ay T R
TP ZE 5 (TARP)H - SR FCES /- BRI IR =C
FHHBEE R DURGR IR A5 KRR (L e
n TS EA LM SR TSI © (ERLER G
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Carry trade unwinding

Exchange rates™? Carry trades'?

Historical carry trades™*

' 1 September 2008 = 100

— AUDICHF
a 100 100f | — AuDWPY 250
— NZDICHF
%0 — NZDWPY
80
_ 70 70
NZOWPY — AUDICHF
— AUDWPY
— AUDWPY
— USDIPY 6| | — \zpicHF 60
— EURIPY I
L 1 150 1 1 150 L4 1 o0opogopo4oy oS0
Sep08  Oct08  Nov08 Sep08  Oct08  Nov08 00 01 02 03 04 05 06 07 08

2 First currency is the base currency.
pairs. First currency is the one in which the long position is taken and second currency is that in which

* Daily return index that tracks cumulative camy trade

the short position is taken. * 1 January 2000 = 100
s : Bk 9; BIS calculath Graph 11
'2008 £ 9 A 1 H=100 - > DASE—{EREHIEIEAEGFEL - SO AR IR BRI 2222 50 R

EIRm - S — (e R ARAE T 55 (E R R MBEE LT - 2000421 H 1 H=100 -

ZfEAcIE ¢ Bloomberg ; BIS G E1#5H -

AT E(E 3 - rhEEAE) - B2 1K
SEBIBUN AT BRI TAURF IRGTEE - DUk
te iR E A TRE 7R (ABS) B SE bS5
(agency debt) HYjZZ @ [BRIFIEAT
be RN 1 - SN TR PR T A EE S )
FESE IR FERI R Z D RAERLA - TR ))
FRRGIAIIR - TR & bl st A 1 B i
JKAISE A2 38 Fh(currency carry trade) > HIJKE
HZi I ERRR ETE o DU RE A S A
PR BRI - PR X E AT EhRE(E 11 -
ZEE ~ rhfiE) o SERKFIREIS A T
INEGE AL R R I 5 - R 5t
KRG 6 A AR 11 - A58 -
RIS RS 25 10 H
JEZE 11 JRIK » S B sGR AR

W fe HARRIE © SRR S TS A TR kIR
i 1930 FEACLIREIfatR IR E - 2
SPER LA BUGR Y E TAE S, - $ 2 LA
LEIGIR IR ORI Nk - A5 PRI EER
B LURAME B {5 LollRE - IRE s BT
A NEk(E 12) © BeE 11 K SETF 2RI
RATZ R EATE RN ERBOR - DURRAE
ARSI IERFA Pl - 2R ST iE 8
HIELZK » JE PRI 53 35 MEHAT R
12 LR EHR B AL LL(P/E ratio)f =1
AP ST -
RS A R TR~ ]
AL A B E IR - DUR RS ERS N iEkss
“ENFRNRA G HERRTELE -
Pl A B R S ISR B - LA 2

% (trade finance) & E AN, - 107 Hi 8L

&

&

i
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Earnings, lending standards and consumer confidence

Earnings revisions'

Changes in lending standards?

Consumer confidence*

— S&P 500
we DJ EURO STOXX
— TOPIX

IIlIlIllllllltlH's

llll] 1

= US business

1.5 — US mortgage®

= Euro area business
= Euro area mortgage

IIIIIIIIIIIIII-M

w— United States

— Japan 115
= United Kingdom
100
a5
70
|||||||||||||||||||| 55

2005 2006 2007 2008
' Diffusion index of y In forecast

credit. * 1 January 2007 = 100.
Sources: Bloomberg; VB/E/S; BIS calculations.

2003 2004 2005 2006 2007 2008 2007 2008

gs per share, calculated as the percentage of

d their g plus haif of the percentage of companies for which
mtmmsmmmwmdmw hmdmmm.xowrmamm{ﬂPm = 43.8,
DJ EURO STOXX = 40.8; TOPIX = 45.9) was subfracted from each monthly observation; three-month moving average. ‘Net
percentage of banks reporting tightening standards. * From 2007, simple ge of prime, subpri

for which

left their to

and non-traditional

Graph 12

'$i F B BRI ERE (diffusion index ) : DATEHIAER ERRAFIELEINN E12* %

LRGSR + e s A TR G M R (R AT RE
43.8 : DI EURO STOXX =40.8 ; TOPIX=45.9)
LB © *2007A9ZERMRLAER (prime) ~ K

» AR 1#52003-054F YR (S&P 500 =

={E AR B o S THER R GRS

#H (subprime ) » BJEH4R ( non-traditional )

=ML PR S - 20074E1H1H =100 -

T4 ¢ Bloomberg : I/B/E/S : BIS F{H#48 -

TSGR EE LS WRIEHEHE 10 Jrpa)
— 310 - HERHT 5K
RATRFREIY R AR S SN Rm R - 0
SR TP R o PR - (EREE TS T
B ARAE BURS FTRETRZ A SR IR SRR
s 245 B sGa b e BTt > BRI I4E
10 73 21 H R Sl e o
FLT AR BESAE 10 HIKE 11 H
PIRFHERERT TS - (EAEAT SLARERE U
A ROR MR R T 1 - ST TR B
EZFEEANZZ(EMGIF spreads) NEFEETT - #%¢
FAAE 10 H 24 HEZEE(HE 891 FLARL2002 4

LIoRixr) - BEIRFLARAE 11 H I Rk 276 {H
AL o i B o G ) IR S v B [ B ek B e
I 0 AE 10 H 27 HEREFEICHHE - B 2ERER
M FBORFRY 10 H 28 HE ARG 250 350K
SCHRTiE > DURBRES X H B AT EL LY ~

P~ SRPG RTINS B SR A A B
B TG B UL B AT (18 8 - /el Bl
chiliEl) o LS5 BT i 2 11 HIKJT
MR EIRS AL 10 FJERAY/KHE (B T28{ER
FKITER—E0 - Rl > K 8 H LKA
BIEDL - Fr BT A LR B B -
fE A SEE BLEL A T - ELHT B S A
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T LB AIER LG - IR R 2R sl
8 » filiE) o

[RIRFR -~ SR R A 2 I S e )
FIERHEA T FRYENGE - BLIE— P FRRERYBOR
R DURARE A e J o 55 [RI 34 i il 5%
3] BT R AR SRR R, - A5 11 H
JES3 T T RER 0.96%EH 2.1% o S5— 51 » 1ii
B3 1k %8 HHBCR =R 109 7 IS £ a1
iE o KBRTHEE: - BHE SRS ERK
(federal funds futures prices) iR » FissFHIIZE
2009 FBORFRFHERHMEK MR E R ZKHE »
DUB AR AR S ZrA s i R T REE S BB R =
(= 10 - ZefE) - AEBOTE ST BOTha Ry
KOV E FR BOH R AL H(EONTA. swap) {8 4% &
TR AEARZKR 12 H o WO FRBCRFIR

KA (E 10 - rhfE]) - tSCBRIERERE S |
BN DA T SE B e 2 ISR e Y 22 ] -
BLHARINSTE - BORFERHE 2001 43 H DK
EXRH o AE 10 A 31 HFH%E 20 AR
K 0.3% - iAHEN > SEIIELRERS IR T
B51HIP] 2009 FBERFSIGAZ FHER A8 -
TR TS RAL T B E A%
EiL 5 i 45 WO 5 15 %7 (inflation-indexed bond)
TR RTS8 R S SPA87 388 i 46 (break-
even inflation rate) » ¥ 2 HIANR FF » Fu5EL
TG B H AT AN o 25tk DA IR R
e i R > 10 AR IS =R 8 H
JEEAE 11 HJER kR 1.9 Ml 23 BhE 13
rhE) o 55 3 D R 3T S A ST SR R e
Ko BIANSER 2 AR — A S~ i

13+ R AL (E S Bl P R

Commodity prices and break-even inflation rates

QOil and commodity prices

Break-even inflation rate™*

Forward break-even rates*®

— ' -
— Commodities™ * 1860 28

A
70

0.8 — Japan (ths)

—— United States (Ihs)
= Euro area (lhs)

| | | o | 40] [02] , , | |

| |24 | | Loy |-24

L L1 L1 i
Q108 Q208 Q308 OQ408

L 11 1 1 L
Q108 Q208 Q308 Q408
' 1 January 2008 = 100. ? Non-Energy CRS Index. * Nominal minus real 10-year zero coupon bond yields. ¢ For the United
States and the euro area, Zero coupon break-even rates ane caloul

T L1 e | 1
Q108 Q208 Q308 Q408

d as in R G

compensation”, FEDS paper 2008-05. Board of Govemnors of the Federal Reserve System; for Japan: Bloomberg: in per
cent. ‘mmwmmmmm.

ynak et al, “The TIPS yield curve and inflation

Graph 13

'200841 11 =100 - * Non-Energy CRB Index - 44 H B # 8 104E 1% B4 F-RAHE - *
S (] BEE G 1 Y 7R M n R (2R Giirkaynak et al, “The TIPS yield curve and inflation
compensation”, FEDS paper 2008-05, Board of Governors of the Federal Reserve System/ /5
FH5E - EIAHIZORHIE £ Bloomberg § B : F4LL « SAAAE Ml — RIS -

ol 4 - Bloomberg ; BIS i8] -
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EhE(E 13 > AlE) o PlE R LY
il oy 5% T 4 1 B R A i THIVI 9 95
R MBERF PR ERZR kARG > BBl
ERTERS IR BIRE - P18 BRIEE e sk
L5 BRI KR E R R 1€
1K > I DO E Bl P S (A 8 HIRE
11 FJEAYESS - /W55 ik S0%EE 30%(|E
13 > 7ElE) -

SR > A E SR A R AT REYE Y
DB NGk Bk ~ DURTERH R ERE A T ik

AR AL T S R B 5 RE ] (sell-side pres-
sure) - BI4N 9 FEL 10 H[H - SCEIPHmmiE=R
NERAZ RN R B EIAARR BT S
A4 HFERR - SR — SR Bl P A RIS A
AE T IRF AL P E B R A B BB A rh e E 22
At e 2RI B 11 ARLZER > MEREEAR
CHIRRE - ([H HARANA T 5 SRR
e - B R E R RPN R L
Tt TFREEEAR - SP-liram =R [A] bk B i
NERHIEET]

BRRTRAMLEBRPTHEIHZIEEZETGED

BIS BB [ 2B 0 T R B E G
IHE 52 1 28 B /A SRR I R T b R B < il
SRS - H AR B R SE R T E R
IR Ky 2008 £F25 2 » SoARSCHhRBAR G BE T
A T [T A M Rk S ERHRFT Ry 2008
A ARBIRE 2R B AL BT Bl
FTAEMERG AT Sy - BEFER Ry 2008 55—

=
BIRERIT RIS

£ 2008 55 2] - BRIRSIRT 265 T4
(banking market) Hft{iHE #8EH K 2= 40f -
BIS iz MBI {EAE(E 2)(international claims)
i BREHAT TR R KA 1.1 JR(tE 1
rhliE]) - PR SRR RIRR A AR T
TR o MESRERT T RIS B ARERNY IR A R

(K 8,120 f5) 5 b aftafees e 1y s AP o (B 1
Feti) - MEBIRRIESRA TR IR A B T 5
IR(1998 LI E R A) - T R3] ~ 5
BB H ASE B A P E - [FIIR > Bl i e
% J5 [ (residents) B 37 2 BIZATHRAT
WD AT EAFHOA BIS HI#RRIT (reporting
banks) - R KZ— -
ERITEIZEFERAEIR

FrAE AL S BIRYERTT - FHEHes Rk
(write down)liJk A BIBRERAL » HrR DI
BRI SR LR AR R BRI e A (i ¥ o5 IR
RS 81%) o lief] 2 Fifroas e 2 B B Py A T IR K i
RER AT AEE) > 43 DU R TCE R B E
SRATOREARR) 8 > DU R (i) Bl 38 )
HFCHE)E - B 2000 FLI5K - 35 2T
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Changes in international claims’
In billions of US dollars
By sector By currency By vis-a-vis countries
[ Banks I US dollar

== Euro 2,000

[1=1900) | o Swiss franc
[ Other currencies
L1 1 ¢ o914y =20000 4y 44 oyo§oyoqog o =20000 0y 4 o3o4o3o§oy 1 -2,000
01 02 03 04 05 06 07 08 01 02 03 04 05 06 07 08 01 02 03 04 05 06 07 08
' International claims are cross-border claims plus locally booked claims in foreign currencies on residents of the reporting country.
Graph 1

Source: BIS locational banking statistics by residence.

V(A (international claims ) {RISFEEI(IHE ( cross-border claims ) ] B R{ITEE Al

e IR E R (residents) Y /L S {EHHE -
ZERLACIR © BIS MU MHaiiifat (HefE R RIS © by residence)

2 R ER A (local ) gRA THY SRR IFHEHE ' (B © HEET)

Cumulative net claims of banks located in the United Kingdom®

In billions of US dollars
By sector and currency By sector and counterparty
— Total R == United States
= S dollar 3 1,000 = Euro area Dt 500
w— EUr0 K —— UK residents . -
== Other countries e o
"’ nat ‘a; 250
l‘ et r ’
Sk R e Ty e L P
N2 LTyt / 0
=250
=500

00 01 02 03 04 05 06 07T 08 00 01 02 03 04 05 06 O7T 08
' Thick lines refer to cumulative net interbank claims and dashed lines to cumulative net claims on non-banks, booked by banks
located in the United Kingdom. Net claims are claims minus Habilities, and include reporting banks' cross-border positions in all
cumencies plus local positions vis-a-vis UK residents in foreign currencies, expressed at constant end-Q2 2008 exchange rates. These
flows are estimated by combining data from several reporting countries, which helps in identifying the residence of the holders of
banks' debt security liabilities.

Source: BIS locational banking statistics by resick Graph 2

Vi R A SRR TR BRI ( cumulative net interbank claims ) § FESRCFEIESR
TTERFIR R (CEBIBIASRITRYEDRL) - IR GRS OTHEI R 000 - IR TATE M
BURYHIBSBIERAL » USSR IRV (2008 £E58 “ZRERETEL) o hER#RHZE DI
AR R AT ERIIAREET - DR R A SR T B E B @1 (residence ) »

TR © BIS Ml PEBRIARET (/5 R RI/34H ¢+ by residence)
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7 HE SRR B TPk n] 8l
A E R (R B RITRIME ) - HRE
2007 HF-rhRJfEREREAG - BB EAEREFERAI
TR ER - Horh L 2008 AR5 — ZAli A -
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M) o HrRREMERE TR 5,420 0T ~ MEEH
TREE 8,970 4 - [FllF » ¥HIESRA T IYITHE
HEWRA> 3,070 3500 (FolEl - ALERERR) »
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HRA T [F] S £ K (borrowing ) BX ffig Y B 52 LA
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N o AEPTA EE R - SRATIRISERISE0T
B I 6,930 TG ¢ el B A ERTT I A
4,230 fIT » KUk BB ERA TR —F -
HER T AR B ARl ~ BB
W~ IR~ TR o DL A A S B AY SR AT
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Y - BOTESRATEHHI L7 760 (3600 » H
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BIS & fif ¥ [ {1 M #ft 51 (Consolidated
banking statistics)(Gt 3) HIGEHERE P E AR
T (reporting banks) S MRTT AR bAH (for-
eign interbank exposures)  (FIFRERTTIERAE
A) #Rt - ZnlFDABIERAE 2008 AR5 2
i WREEERA TRESR DRI KA ([ 3) -

et

TEFT IR TR R AT ERES DR
HEZ N 2,980 f2EIT (2005 FELIKE X
W) FEGRREEE (P2 1,710 f85650)
ByRE (kA 1,020 (53850 ) BIRIERTT -
BUSRAT R AR AL NREFTEL - LHIE BEEAN
KB ~ (mRE ~ TR RS BIERI TR R A -
{HAR S AYAESE ISR THI AR ST MRk A> 90
(eI

T LUK - ST S0 2
HIPUTEAR N (B4 fGlE) o BERRRE
BARIF AN SE RGP 811 7 5 Bk A (R34
(Hr DR SRIT i IR - (HEZR
R K2 B < b SR R 28 — B AR I
e
HIESRITERFIEIEE +EREARR

2008 455 2] » BIS HEERERT TR
FrERF I ME HH B 1998 4R DK B R SER
Gt 4) - H P BGIEEIRAY 5 #E B 2,860
KT 80% 5 SIS MR i d MBS R B
HEHRK GE 5) » (AR 2RI IR A Y 230
& o FEFRATHEBFIERERR A - gl BF - DA
KRN TR RN (R 1,91048380) ~ H
KBSl (1,440 {E3670) - DUKBAS RS
(620 fE38I0) BlHA (550 fgs&in) - Hrp
R Z BAR R ASETCEHME L fEHE(2,290 (%)
fHLAECE H BIEHER 513 R B SR
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BIS WY& OFE BIEMHERET - B HE D
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By nationality, in billions of US dollars

Interbank exposures of selected banking systems

French banks UK banks

US banks Swiss banks Japanese banks
=3 All (ihs)' = United States (ths)
. 600 240
450 180

2005 2006 2007 2008

Other European banks?

1,400

2005 2006 2007 2008

banks.

2005 2006 2007 2008
! Bars indicate total interbank exposures of reporting banks headquartered in selected countries (panel headings). Lines indicate
foreign claims vis-3-vis banks of the nationality indicated by the legend, where nationality is defined by the residence of the ultimate
obligor. Data are not adjusted for exchange rate changes. Spanish and Swiss banks began reporting in the second quarter of
2005. 2 Aushian, Belgian, Danish, Dutch, Finnish, German, Greek, Irish, Halian, Norwegian, Portuguese, Spanish and Swedish

Source: BIS consolidated banking stafistics on an ultimate risk basis.

0
2005 2006 2007 2008

Graph 3

[ e SRR o BEUR AR L R B T SR T (RIS R IR (25 NE ST ERRERIBIZ ) - 7%
[ERTER > (R {52 5 (nationality YSRTTHYBISMETRE » 53 LARAYT B E 2 F it (S A RIFTERRY -
BRI SR B M R B R - VHEE S S RIS TRIBDRMRE 2005 455 T ZRBAMAMATE - 2B
i~ EEFIIRE ~ PHES ~ Tl - 2508 - 1800 - 08 - BRI - FAH - R - AR - PHBLOT B L

FERHIIRTT -

PRI ¢ BIS S ESEIFURERET (ke EUREERE )

A Gy BT TR BT SRR (A
AR B — D R - 2008 £EEE " Frr 0 HH
PRERAT S S B TR ERTT A AT [ S MEAE Tk A
2,590 {3670 - Horh DUsG - B BIERA TS R A
A BRI (3515 720 fESCEH 660
fE3EI0) - AT EERIRT T > SR SE

FEFAT TR B MEAEAE B EHERF TR E
Aa# (6,660 fEHETT) AR T IRHIED
IR FUE A 2,530 (3870 » EEREH 4.3 JRE
TG MEET - B SER IR R T R R
SMERE LB RN LR - 78 2007 AR
HEilE 72% FREZE 69% »
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Global interbank exposures

Total interbank borrowing’ Interbank claims/capital®
— USbanks — French banks .= = Belgian and French banks

= UK banks -~ Swiss banks «= = Canadian banks N
= German banks 1 - -
— Japanese banks =L .

Data are not adjusted for exchange rate changes, since cumency breakdowns are not reported in the consolidated banking statistics.

' Foreign claims of all reporting banking systems on the national banking systems identified in the legend, in billions of US dollars, on
an ultimate risk basis. * Foreign claims on unaffiliated banks reported by banks of the nationality identified in the legend, as a
percentage of their Tier 1 capital. The Tier 1 capital data relate to internationally active banks which report the BIS consolidated
banking statistics. Semiannual balance sheet data (France, Switzerland, United Kingdom) are converted to quarterly frequency by
exponential interpolation up to the most recent available quarter.

Source: BIS consolidated banking statistics on an ultimate risk basis. Graph 4
WURI R S A TE R BB R

SRR TR R BISMEE ¢ BEAT - 0 (35TT) R EBRILRE - > BIFEEISI S SLHATY
BRISMETHE - AR T —ME(Tier DEAAILLE] - WEHERSPFE (ER - #tL
HLEK ) KEFEWNHEE (exponential interpolation ) {HUZEZE Y -

BRI ¢ BIS SHESBIEHEMET (imeA® MBREERE )

5 ¢ BIENERESRI TR TRV ERS 6L i (G

Liabilities of BIS reporting banks

In billions of US dollars
To official monetary authorities’  To Asia-Pacific? To Africa and Middle East®
Rhs Rhs:
= All currencies B CHF
1600 mmmusD 00| (800 [ GBP 100

=1 EUR [ Other
600

0 1 I 1 | =200 0 1 I | | =100
00 02 04 06 08 00 02 04 06 08 00 02 04 06 08

The lines represent outstanding stocks and the bars g y ch p d at ¢ end-Q2 2008 exchange rates.

' Liabilities to central banks and other monetary authorities worldwide. 2 Liabilities to all counterparties (ie banks and non-banks).

Source: BIS locational banking statistics by resid Graph 5

i ch SR AN RN AR - REEZ BN ¢ DL 2008 4EE —FIKHEREIL -
VS B R TR LA TR A EFS -  BIFTE R B RO (RS aR T ELIRERI TR ) -
FRPRIE ¢ BIS s e (R EHBE RT3 § by residence)
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Monthly data, in trillions of US dollars

Turnover in short-term interest rate contracts

80 50| |40

0

US dollar Euro Sterling
w— Spread (Ihs)’
[ Futures (rhs)
[ Options (ths)
160 100| |80 120

s

0

Jan08  Apr08  Jul0s

swap (O1S) rates (for the euro area, EONIA swap), in basis points.

Sources: Bloomberg;, FOW TRADEdata; Futures industry A iath

Jan08  Apro0g8 Jul 08
' Three-month interbank Libor rates (for the United States, eurodollar; for the euro area, Euribor) minus comesponding ovemight index

BIS calculath

Jan08  Apr08  Jul0d

Graph 6

1 = A1 3 BRI T R 37a00F | 36328 - eurodollar : X TTIE * Euribor )i AH IR R S R 3.(OIS)

(EXTCIEE © EONIA swap) 5 B @ KAk -

R4 @ Bloomberg ; FOW TRADEdata ; Futures Industry Association ; BIS Z{ii#4H -

FI K<z (notional amounts)ifiat .~ &} BEAI) -
o 32 SRR R AR B A T - H
FAL KB GRS o AA Mt HRAT A1
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0 1€ 9,800 B 1B HRA 9,200 EIT 0 {H
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AEFRFEEEG 1 2 4,000 B 1524 -
BB 5 & (OTC deriveatives)

£ 11 H BIS it AMAIYE R GE 10)80R
(ZDRHRF[E 22 2008 41 6 HJEE) » 2008 4F[{14F
JESH T2 B L RTAE MRS TRSEAESNERY
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5 o RFENEIH TSI A B AT A Mg A4 H Bk
R 6 ARy 863 Jk3E50 » 5 6 {H H iR
5 21% o S3HEARTEAS HIER A HRBL KRR

73 AR SRR E KHEHTER - HAE
=R Bl AR AT A MR > DU HERS RS SF
FEELRG SRR S HHIURIE R -
15 FERI A IR R AE SNt 4 H ARG
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contracts) 3 [ 2004 4 12 HEAAHET LK
BRI ERE (F# 2007 SR 1%) -
FHESE 25 =415 R ERI SHAES N S B
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(multilateral terminations) (3 WL E M) - F&
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Jacob Gyntelberg and Carlos Mallo

2007 SEJERA 1%) (18 A > 218 -

Rkor Rt (rplEl) o FERELARIIHES -

W EREHIBRRAGY A E T IE

2008 4F-_|- A BT B BT IR RIS BS - (e fTTTEG 2 il S &R A
A ERIHET T2 54 S (multilateral terminations) YT ARMEENN - [RILL - {5 FERI 23

RIAES N H A B ERE - HBLE 2004 48 12 HPMGHET K - HEORA TSP (FHE

PEA BRI A B R R 8553 REME A, CDS KRR 2% 744G R (multilateral
terminations ; X #;tear-ups) - k4> CDS fEAMNREBAGE 17.4 JK3ET - WAIEHE —#
CDS fE4 Mt 44 H A 8548 (outstanding notional
9 amounts)ER T 30% o - EEREFLAIER 5> DUE FERHERCR T - HEEEE A2 5

J

—313—



Bemst AN FRTA\E

-

B 3 ST W PR S R 1 BT ST AT > TR
BUBUHER2 - AHIZI0 - [ ERTR FNTRAEN SAIRIAD 7% - S SR
PTG 21% » SRR FIGHA TSRS 2% -

A {5 FERIRREL

Credit default swaps
By instrument Multilateral terminations CDS spreads and terminations
=== Gross markat Si : — United States (ihs)*®
Vahues (he) e 200— Europe (Ihs)™’ 6.0
2,700 [ Single-name (ths)® 60| | mmm TrOptima®* 45 [ Single-name (rhs}?
B Multi-name (chs)* " . [ Multi-name (rhs)®
Mu - 150 45
[ BIS
1,800 40 B TriOptima™* 30
100 30
900 20 L P ‘ fIH s
’ i | ‘ | | imiig b
0 ] 1 0 I ] 1 L0 (0.0 | lm |' l]'”:
H105 H106 H107 H108 H206 H107 H207 H108 2005 2006 2007 2008
* In billions of US dollars. 2 In tillions of US dollars. * Notional amounts outstanding at end of period reported to BIS. * Notional
ding inated by TriOptima during period. ® Five-year on-the-run CDS mid-spread on index contracts of
investment grade quality, in basis points. ® DJCDXG. 7 iTraxx Europe.
Sources: JPMorgan Chase; TriOptima; BIS. Graph A
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International debt securities issuance
Net issuance, in billions of US dollars

Bonds and notes Money market instruments Emerging markets'

= US dollar

= Change in spread (Ihs)*
120 ) Africa & Middie East P
1 Asia-Pacific

Sources: Dealogic; Euroclear, Thomson Financial; Xtrakier Ltd; BIS.

' Bond and note issuance, by nationality. 2 Quarterly change in spread of JPMorgan EMBI Global Composite index, in basis points.

[ —t<U 1
2004 2005 2006 2007 2008

Graph 7

' E R TE  FRRIFIMET - 752586 JPMorgan EMBI Global Composite index) ;

AL © BEAE -

AR 1 Dealogic; Euroclear; Thomson Financial; Xtrakter Ltd; BIS.
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