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Two Factors: Too Simple
L{JSS E%ublic debt outstanding versus UST China holdings, USD Bn.
n.
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The Fed is Back

Fed UST purchases and net UST issuance vs. net private supply
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Estimated private supply of safe assets
Estimated net private supply of UST and MBS, USD Bn.

UST & MBS Supply, USD Bn 2020 2021
Budget deficit (1) 1,050 1,100
Net T-Bill Issuance (2) 350 400
Net Coupon Issuance 700 700
Fed wiill take T-Bills (3) 300 -
Fed will take Coupons 150 150
Net issuance less Fed 600 950

Pavilion Global M arkets (data via Federal Reserve, UST, SIFM A, MBA, Pavilion estimates)

(1) UST projections
(2) Annualized TBAC suggested issuance mixfor Qlassuming 400B TGA cash
(3) Assuming T-bill purchases end in May, and 20B of MBS runoff
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Money market fund growth

Govermment MMF and Prime MMF total net assets

D Bn.
— Government Money Market Funds 2,689
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Treasury and IG bond demand flows will remain solid

Net new institutional bond mutual fund cash flows for select fund types

Net cash flow, 6m rolling average, USD billions
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With BOJ purchases, net issuance is sharply negative

Net issuance of JGBs (after BOJ purchases)
USD billions
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The Growing USD Funding Gap
IlI\JAé:DI\{on-US Bank's cross-currency funding gap, USD tn.
n.
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LCRs have beenfalling
Average LCR:JPM, C, BAC, WFC
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Pavilion Global Markets (datavia company filings)
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The UST demand impact of Dodd Frank
USDBN. _ 400

l{j g bBanks’ excess reserves and primary dealers' UST holdings, USD Bn
n.
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Initial Margin Estimate Based on BCBS/IOSCO Proposal

Normal Conditions Stressed Conditions
10.2
10 4
8 |
6 |
51
$tn 4.1
4 :
17
2 3
- 0'8 .
- | i B |
B G D E

All firms using standard margin schedule, no threshold

All firms use internal models; no threshold

All firms use internal models; €50mm threshold

All firms use internal models; no threshold; stressed conditions

All firms use internal models; €50mm threshold; stressed conditions

moow»

BCBS/10SCO includes mandatory universal two-way IM posting; estimates based on $127tn of unclearable OTC

derivatives.
Source: ISDA
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Regulatory Initial Margin Posted Discretionary Initial Margin Posted Variation Margin Posted
1.5%

B Cash M Government Securities B Cash M Government Securities B Cash M Government Securities
I Other Securities I Other Securities I Other Securities

Source: ISDA
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DISCLAIMER: This report was prepared for circulation to institutional and sophisticated investors only and without regard to any individual’s
circumstances. This report is not to be construed as a solicitation, an offer, or an investment recommendation to buy, sell or hold any
securities. Any returns discussed represent past performance and are not necessarily representative of future returns, which will vary. The
opinions, information, estimates and projections, and any other material presented in this report are provided as of this date and are subject to
change without notice. Some of the opinions, information, estimates and projections, and other material presented in this report may have
been obtained from numerous sources and while we have made reasonable efforts to ensure that that the content is reliable, accurate and
complete, we have not independently verified the content nor do we make any representation or warranty, express or implied, in respect
thereof. We accept no liability for any errors or omissions which may be contained herein and accept no liability whatsoever for any loss
arising from any use of or reliance on this report or its contents.

© 2020 Pavilion Global Markets Ltd. All rights reserved. This report may not be reproduced, distributed or copied, in whole or in part, in any
form, without the written consent of Pavilion Global Markets Ltd. Pavilion Global Markets Ltd. is a member CIPF.
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