Amoteléopota Evpw o¢
XPNUOATOOTKOVOUIKEC OLYOPES
OLLOAOY®V

1. MetaPoAég ota yapTtopuAdKLa

2. MetaPoAéc 610 €0pOC LETAED EMITOKIMV
otnv Evpwlovn



Evpm® kot o1efveic ayopeC OLOAOYMV

e InlIlavovapiov 1999, 11 yopec amokTtovV
Koo vousua (Evpw)
— Hvoupévo Baoiielo, Aavia, Xounoia exeAeCay
VO LNV GUUUETEYOVV
— EALGOO 0ev TANpOYGE TIC TPOoDTOOESELS Yin
GUUUETOYN
e EEKIVAEL EVAPUOVIGLOGC UIKPOOOUNC aYOPAIG
OLLOAOY®V KO QPO OENCNG PEVCTOTITOG



[Ti0avEC allayEc o cuvereln Tov Evpw

1. AwbpOpmon BEATIGTOV YOPTOPLAAKI®V O1EOVOV
EMEVOLTAOV AOY® OAALYDV CE:
—  PevotdémnTo Ko KOGTOG GUVOALAYDV

—  Mewwvetor 0 GLVOMKOS KIVOUVOG ETEVOVCEMV GE AAAESG
Evporaikes yopes and Evpomaiovg

—  ZUVOLOKVUAVGELC amoo0cemV 6tnv Evponn

—  Mewwvetor 1 0vvaTOTNTO OVTIGTAOULGTIC GLVOAAXYLATIKOD
KIvOOVOL
« Idwitepa av iootiuia E/$ eivon mo actabeic amd 61t DM/$

—  Mewwvetar 1 ovvatoTNTo AVTIGTAOUIGTC KIVOUVOU KEVIPIKNG
TpameCoc

 Ta Evponaikd opndoroya pmopel va £xovv mepimov 10100 KivouVOUC LE
moAld I'epuavikd opodioyo



2. AA\oyn o€ YapTOPLVAAKLO GTILLOLVEL KOl QAAQYT) GTNV
1cotipio Evpm — Aodapiov
—  Ayopd opoAdY®V onuovTiKn Yioti 0 OYKog olefvav
GUVUALOYOV GE OUOAOYO EIVOL TTOAD UEYAADTEPOC UTTO OTL GE
LETOYEC M ayolBd

3 Ex00GE1C VEOV OLOAOY®V (TPONYOVUEVOC TEPIOGOTEPES
otV Aueptkn) yio 1010v¢ AOYovg pE aAAay GTNnV
o1 pOpwomn YopTOPLAUKIOV

4. AMdpBpmon yapToPLAOKI®OV KEVIPIKOV TPOTECHV



Eumelpikn avdAvon
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* Movo GBP avédvel kdmmg
* MeydAn owaxvopaven I v

* MeydAn cuvolOKOUOVGT) EVPWOTATKOV VOUIGUATOV



BéATiota Yo pTO@UAAKLIO ECOPTOVTOL OTTO:
* OVOLEVOUEVEC OTTOOOGELC

* OOKVUAVOELC

* GUVOLOKVUAVGELC

* LOPPN ATTOGTPOPNG TPOC TOV KIVOUVO
EMEVOLTAV



Table 1
Summary Statistics 1996-92

Bond Returns Dollar Exchange-Rate Bond Returns

{own currency; Returns (LS. dollar, daily
Panel A daily percentages) idaily percentages) percentages)

Mean 5t. dewv. Mean 5t. dew. Mean St. dew.

FE 0047 0322 0.017 0.507 0.030 0.590
GE (NEE T 0.308 0.0149 0522 0.021 OLa0G
IT 0.078 0.388 GLoos 0474 0.073 06325
LK 0054 0.385 — o009 0447 0,063 0625
1P 0025 0304 oo 0213 0o 4 0824
LIS 0025 O 0.029 0400

Panel B: Correlation Matrix of Bond Returns ([own currency)

FR GE 1T U.K. | L LS.
FR 1 0.5% .50 0.49 0.14 0.23
GE 1 0.62 0.36 0.17 0.21
IT 1 0.36 0.05 017
LK 1 .11 0.50
IP 1 0.12
LS 1
Panel €: Correlation Matrix of Dollar Exchange-Rate Returns

FR GE 1T U.K. | L
FR 1 0.9 0.89 0.43 0.43
GE 1 0.88 0.44 0.43
IT 1 0.4 O.40
LK 1 0.20
IP 1
Panel D: Correlation Matrix of Bond Returns (LS. dollars)

FR GE T U.K. P LLS.
FR 1 0.87 0.68 0.44 0.24 016
GE 1 0.70 0.39 0.35 0.0
IT 1 0.37 0.26 a1
LK 1 0.09 0.21
IP 1 —0.08

LS 1




Iopatnpnoeig

* [amOVIKEC ATOOOGELS EAKVGTIKEC LOVO AOYM
YOLUTAMV GUVOLOKVLOVGEMV

e 2VVOLOKLUAVOELC YNAEC 6TV Evpdnn ko
MB-HIITA

o Axoua ynAotepec otnv Evponn 6e kovo
VOGO (OTTOTEAEGLOL GUVOLOKVLAVGEMV
GUVOAAQYLOTOG)



YmoOeoelg yio amosTpoPt) TPog
TOV KivOLVO

e 2VVAPTNGT OPEMUOTNTOC:
E(R) — 0.5 Var(R)
R=2a(i)*[R(7)-e(i)]
I= OLPOPEC YMDPES
* Av 0gV VITAPYEL OLVATOTI T OOVEIGLOV:
2o(i)=1, a(i)>=0



Table 2

Optimal Portfolio Allocation; Benchmark 1996-98

Holdings (in percentages) by Investors From:

Asset Holdings: FR GE IT EUR UK. Japan U.S.
Furopean honds 82 83 74 82 14 7 18
French bonds 38 29 37 35 0 | 0
German honds | i I 33 14 0 g
ltalian bonds I I 41 14 0 3 9
LK. honds [ { ) | bi 0 11l
Japanese bonds 9 9 10 9 11 90 1
1S, honds 9 B 10 9 b 3 bl

* Aueptkavol emeEVODOVV TOAD 01EBvVMC
e [dmwveg emevovoOLY Alyo 01E0VMC

* Evporaiol (FR,GE, IT) erevovovy kupim¢ oty
Evponn aArd AtyotEpo otny 1010 YwpoL



T ovvéPn pe v etlcaymyn tov Evpo;

Characteristics of International Deht Issues

Net Issues of Bonds and Medium-Term Notes Stocks

(hillions of U.S. dollars) [bln. U.S. dollars)

1997 1998 1999 End-Sept. 1999

Currency: (01 (2 Q3

LS. dollar 2034 393.9 1323 1521 1143 21265
Yen 28.2 —24.2 -11.8 -35 .1 493.1
Furo area 1284 203.1 83.5 134.7 139.7 1.356.6
LLK. pound 46.8 57.0 17.6 26.5 206 3893
Other 219 17.9 4.8 11.9 —0.2 2878
Total 518.7 6527 226.4 3217 2805 4,653 .3

Source: BIS Quarterly Review “International Banking and Financial Market Developments,” November 1999, table 13B.
For the United Kingdom., the entries contain (a quantitatively unimportant amount of) equity-related bond and note issues,

* Ayopd opoAOY®V umopet va avaivdel pe Pdomn tov olympiopd
Y-US-E-UK (GAAeg ek00OGELC EIVOL OGT|LOVTEC)

* 2NUOVTIKT) 00ENGOT) GE VEES €K00GEIC o€ Eupm



Summary Statistics 1999

Bond Returns Dollar Exchange-Rate Bond Returns
{own currency; Returns (LS. dollar, daily
Panel A daily percentages) idaily percentages) percentages)
Mean 5t. dev. Mean 5t. dew. Mean S5t. dew
FR — 0031 0.382 0100 0.519 — 0131 0.695
GE — 0021 0.285 0100 0.519 — .13 0.709
IT — 0031 0.333 0. 100 0.51%9 — 01231 DT
LK —0.032 0.293 0.040 0.387 —0.073 0.522
1P 0.020 0611 0.055 0.797 —0.035 0.852
LIS —0.0G0n 0427 — 0060 0437
Panel B: Correlation Matrix of Bond Returns [own currency)|
FR GE T U.K. 1P LU.5.
FE 1 063 Q.72 0.62 0.0 EE
GE L 0.88 0.25 016G .08
IT 1 045 0.6G .25
LIk 1 003 .55
1P 1 oL0G
LS 1
Panel C: Correlation Matrix of Dollar Exchange-Rate Returns
FR GE T U.K. P
FE 1 1 1 .50 0.23
GE 1 1 0.56 0.23
IT 1 056 0.23
LI K 1 016
1P 1
Panel D: Correlation Matrix of Bond Returns (LS. dollars)
FR GE T U.K. 1P LU.5.
FR 1 0.2 0.92 056 0ol 0.19
GE 1 .97 043 0.20 .05
IT 1 0.50 0.21 .13
LLK 1 0.4 DS 1
1P

LLS

1 —0.11



Iopatnpnoeig

Mécec Evpomaikeés amoo0ceIC TopOUOIES
LETOED TOVG

2uvolokvudvoelc Evpomaik@v amoddcemy
avcnonkoav

[Swoitepa av owotiovvTol o€ $
2uvolokvuavon GBP-E avénbnke

2uvolaKouavon Y-aAla vouiouoto
netwonke



AVTIKTUTTOC GE€ YOPTOPLAAKLY



Table 2

Optimal Portfolio Allocation; Benchmark 1996-98

Holdings (in percentages) by Investors From:

Asset Holdings: FR GE IT EUR UK. Japan U.S.
Furopean honds 82 83 74 82 14 7 18
French bonds 38 29 37 35 0 | 0
German honds | i I 33 14 0 g
ltalian bonds I I 41 14 0 3 9
LK. honds [ { z | bi 0 11l
lapanese honds 9 9 10 9 11 90 1
1S, honds 9 B 10 9 b 3 bl

Table 7

Optinmal Portfolio Allocation 1999

Holdings (in percentages)
by Investors From:

Asset Holdings: EUR UK. Japan .S,
FEuraopean bonds S 18 10 15
French bonds 19 0 10 O
German bonds 12 18 O 15
Italianmn bonds 44 (N O O
LK. bonds & (ST 19 =
Japanese bonds o 7 70 15

LS. bonds 13 15 1 L2



Iopatnpnoeig

o 'Olec o1 ympPeG EKTOC AUEPIKNG ETEVOVOVV TTEPIGGOTEPO
o1EBVMC

* lanwveg ko Bpetavol emevovovy mepiooOTEPO GE
Evponn

* AVTITPOGOTEVOVY OUMC ALYOTEPO KEQPAAOLO, ETOUEVMS
Cntnon otnv Evponn udriov petmveton
(ITapdAinia pe adENoN TPOGPOPAS TOL 1)ON
cu{ntnonke)



Avtiktonoc Evpo 6e €0pocg
Evponaik®v opoAOymv

* EUpoc mapoapevel vmopKto oKOUO Kol GE€ KPATIKA
ouoAOYOL

o O@elieTal 6E O10POPEC OE:
— Pevotomta

— Alomotia eK00TOV (THUVOC LEIOUEVT] OTTO ATOAELN
CUTOVOULLOG VOULGLLOTIKNG TTOAMTIKNG)

e Agv oQelAeETONL TALOV GE
— 2ZVVOAAQYLOTIKOVG KIVOUVOUC

— Al0QopéG 6E POPOAOYIKEC GLVONKEC KO TEPIOPLOUOVC
0€ KIVI|GELS KEPAAUI®V



Eivatl onuovtiko emeon:

Ennpedlel pe onuaviiko tpoOmo 10 KOGTOC
OTTOTTAT PO UG TOV ONUOGLOV ¥PEOVC
[avaroya pe pEyeboc ypEouc]

— ILy. AbEnon x% emtokicv => adENoN KOGTOLE
amomANP®UNC ITaAkov ypeove > x% tov AEII
— Iapopoimg yio EAAGOQ



[otopukn mopeia E0POVE
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Figure 1, Government bond yields in the euro area

i YWields are in peIcentage annual 1ernis.
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Figure 2, Post-EMU spreads of euro area versus German 10-vear bond vields

Notes: Yield differentials are presented in percentage annual terms and refer to the 10-vear maturine of the term
structure of interest rates, hence are not affected by the small differences in the residual life 1o marerine of
benchmark 10-vear matrity bonds, the most actively raded maturity in the euro zone governmenn s curities
markel, Gerrman bond ‘I-'-:l:|i.'|.‘- are taken as the reference rmtez sinee German Bosids have maintained chelr
benchmark status and have continued 1o display lower vields.

Sores Datistream S T homson Financial.

Table 1. Average 10-year government bond yield spread versus Germany

Basis points, period AUS BEL FIN FRA GRE IRE ITA XNET POR SPA
Jan. 1999/ Dec. 2002

Yield differential 24.3 28.1 190 138 344 4.6 325 13.6
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Jogrre Datastreqam s | hoanaon Financial.



T xaBopiCet 1o peyebog Tov €0POVG;

* Av peucetoTNTo => VO ONUIoVPYN0EL Kotvy pevct)
ayopd

* Av alomioTio => VO VTAPYOVV OLAPOPETIKES
OYOPEC Y10 VO, ETLTPETETOL 1] OLOPOPOTOINGT)
KIVOUV®OV QTOTAN PO UNC

e ATAvTnomn omoltel LEAETN OAAOY OV GTO EDPOC VTTO
OLOPOPETIKEC GLVOINKEC PELGTOTNTOS KOl
AELOTTLOTIOG
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Figure 8. Credit default swap differentials versus Germany

Sourcens Urechin Lrade and our caleulanons,

Basiz Point



AVTIKTUTTOC ETOVEKTIUNONG EAAETUUATOC
2001 oty IoptoyaAiia
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Figure 9. Actual and dynamically simulated yvield differentials versus Germany

Sowrcer: Diatastveam s Thomson Financial and our caleulations



2vunepaouato peAEtnc Codogno, Favero, Missale (2004)

ANayEC 6TO €0pOC 0QEIAOVTOL KUPLDG 6€ UETAPOAEC GTOVC
KIVOOVOUG ETEVOVCEMV OEBVOC [T.Y. EVPOC ETOUPIKDOV TP
otic HITA]

AeBveic kivovvol ernpedlovv Kot al0mTIoTIO EKOOTMOV OAAN
KOl GTNUOGL0 PEVCTOTNTOG

Emppon Loym adlomietiog eivor LAAAOV TLO GTILULOVTIKY
V10T

— UEYAADTEPT GYEGT EVPOVG - KIVOUVMV GE YOPEC UE LEYALO
ypEoc/AEII

— dgiktec uetaforwv pevotdTnTac (Y OYKOL) 0EV EENYOVV €VPOC
Apa €0POC ELVUL CNUOVTIKOS OEIKTIG TOLOTNTOS EOVIKOV
ONUOGLOVOULKMDV TOALTIKOV
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