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Stress Test Charts  
 

Overview  
In the context of both a commitment of liquidity and expectations of rate cuts, 
things continued to improve in the interbank market yesterday. Spreads are 
still coming down, and volumes– even out to 3 and 6 months – are picking 
up. But with credit market stress still increasing, the underlying source of 
pressure on the market is not abating. As a result, central banks will have no 
choice but to keep the market adequately supplied with liquidity.  
As expectations of a 50bp cut continued to build, 1m and 3m US Libor fixed 
8bp lower yesterday. Together with a small sell-off in 3m Treasuries, that 
drove a 12bp fall in the 3m BOR-T-Bill spread to its lowest level since 
November 6, and BOR-OIS spreads moderated despite a further modest fall 
in OIS rates. Swap spreads, with strong SAS issuance still weighing, also 
continued to come in. Since peaking at over 100bp in mid-December, 2 year 
US swap spreads are below 80bp.  
In Europe, the interbank markets also continued to normalise also continued 
but at a more modest pace. Euribor and UK Libor rates were flat or down by 
1-2bp. There were similar sized falls in the 3m BOR-T-Bill and BOR-OIS 
spreads in the eurozone, though not in the UK where there were offsetting 
moves in 3m T-Bills and OIS rates.  
In contrast, credit market indices continued to almost uniformly deteriorate. 
CDX IG rose by 4bp to a new crisis high of 92bp, while CDX crossover 
gained 10bp – at 295bp it is at its highest level since early August. The iTraxx 
indices also rose – the master, crossover and sub-financial series are all at or 
approaching their late November highs. Elsewhere, high yield benchmark 
spreads continued to hit new crisis highs, while ABX and CMBX both fell 
further below par. The majority of their tranches are now at or approaching 
late November lows. And the cost of CDS protection on leveraged loans rose 
in the US and Europe.  

N.B. All data to the close of business yesterday 
 

Eoin O’Callaghan 
Market Economist 
Tel.: 44 20 7595 8226 
Email : eoin.ocallaghan@bnpparibas.com 
 
Nathalie Fillet  
Interest Rate Strategist 
Tel.: 44 20 7595 8650 
Email : nathalie.fillet@bnpparibas.com 
 
Rajeev Shah 
Credit Portfolio Strategy 
Tel.: 44 207 595 8175 
Email : rajeev.shah@bnpparibas.com 
 
 
 
 
 



 Stress Test Charts of the Day  ⎪  8 January 2008

 

 
2 Market Economics 

US
1: Libor Spread - Fed Funds 

 

Source: Reuters EcoWin Pro 
 

3: OIS/BOR 3mth 
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 5: Corporate Benchmarks 

 

Source: Reuters EcoWin Pro 
 

2: 3m Libor – 3m T-Bill 
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4: US ABX Indices – 2006 H2 Vintage 
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6: US CMBX 

 

Source: Reuters EcoWin Pro 
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3 Market Economics 

Eurozone
1: Euribor- ECB Rate Spread 

 

ource: Reuters EcoWin Pro 
 

3: 10s – 2s, 2s-Policy Rate 

 

Source: Reuters EcoWin Pro 

 

5: LevX CDS Senior 
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2: Euribor- OIS Spread 3 mth 

 
Source: Reuters EcoWin Pro 
 

4: Swap Spreads 
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6: iTraxx 5yr Crossover 
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4 Market Economics 

UK 
1: Libor – Bank Rate Spreads 

 

Source: Reuters EcoWin Pro 
 

3: 10s-2s, 2s-Bank Rate 

 

Source: Reuters EcoWin Pro 

 

5: OIS-BOR 3mth 
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2: 3M Libor – T Bill Spread 

 
Source: Reuters EcoWin Pro 
 

4: Swap Spreads 
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6: iBoxx Banks Lower Tier 2 

Bank Lower Tier 2
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     RESEARCH DISCLAIMERS: 
 Recommendation System:  
 Type Terminology Horizon  
 Credit Trend (1) Positive/ Stable/ Negative 6 months  
 Investment Recommendation (2) Buy/ Add/ Hold/ Reduce/ Sell (*) Up to 6 months  
(1) Credit Trend is based on underlying Credit fundamentals, business environment and industry trends;  
(2) Investment Recommendations are as follows: 
BUY – Maximise exposure based on improving financial profile and/or significant under 
ADD –   Overweight exposure within industry sector/index, based on improving financial profile, and/or defensive characteristics 

and/or cheap valuation. 
HOLD –  Maintain position based on stable credit fundamentals and/or average expected return characteristics within peer group. 
REDUCE –  Underweight exposure within industry sector/index based on weakening financial profile, increased volatility and/or rich 

valuation. 
SELL –  Sell exposure/Maximise protection largely based on deteriorating credit fundamentals, negative headline/event risks and/or 

significant over valuation.  
IMPORTANT DISCLOSURES: Please see important disclosures in the text.  

The information and opinions contained in this report have been obtained from public sources believed to be reliable, but no 
representation or warranty, express or implied, is made that such information is accurate or complete and it should not be relied upon as 
such. This report does not constitute a prospectus or other offering document or an offer or solicitation to buy any securities or other 
investment. Information and opinions contained in the report are published for the assistance of recipients, but are not to be relied upon 
as authoritative or taken in substitution for the exercise of judgement by any recipient, they are subject to change without notice and not 
intended to provide the sole basis of any evaluation of the instruments discussed herein. Any reference to past performance should not 
be taken as an indication of future performance. No BNP Paribas Group Company accepts any liability whatsoever for any direct or 
consequential loss arising from any use of material contained in this report. All estimates and opinions included in this report constitute 
our judgements as of the date of this report. BNP Paribas and their affiliates (collectively “BNP Paribas”) may make a market in, or may, 
as principal or agent, buy or sell securities of the issuers mentioned in this report or derivatives thereon. BNP Paribas may have a 
financial interest in the issuers mentioned in this report, including a long or short position in their securities, and or options, futures or 
other derivative instruments based thereon. BNP Paribas, including its officers and employees may serve or have served as an officer, 
director or in an advisory capacity for any issuer mentioned in this report. BNP Paribas may, from time to time, solicit, perform or have 
performed investment banking, underwriting or other services (including acting as adviser, manager, underwriter or lender) within the 
last 12 months for any issuer referred to in this report. BNP Paribas, may to the extent permitted by law, have acted upon or used the 
information contained herein, or the research or analysis on which it was based, before its publication. BNP Paribas may receive or 
intend to seek compensation for investment banking services in the next three months from an issuer mentioned in this report. Any 
issuer mentioned in this report may have been provided with sections of this report prior to its publication in order to verify its factual 
accuracy. 
BNP Paribas is incorporated in France with Limited Liability. Registered Office 16 boulevard des Italiens, 75009 Paris. This report was 
produced by a BNP Paribas Group Company. This report is for the use of intended recipients and may not be reproduced (in whole or in 
part) or delivered or transmitted to any other person without the prior written consent of BNP Paribas. By accepting this document you 
agree to be bound by the foregoing limitations.  
Analyst Certification: Each analyst responsible for the preparation of this report certifies that (i) all views expressed in this report 
accurately reflect the analyst’s personal views about any and all of the issuers and securities named in this report, and (ii) no part of the 
analyst’s compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed herein.  
United States: This report is being distributed to US persons by BNP Paribas Securities Corp., or by a subsidiary or affiliate of BNP 
Paribas that is not registered as a US broker-dealer to US major institutional investors only. BNP Paribas Securities Corp., a subsidiary 
of BNP Paribas, is a broker-dealer registered with the Securities and Exchange Commission and a member of the National Association 
of Securities Dealers, the New York Stock Exchange and other principal exchanges. BNP Paribas Securities Corp. accepts 
responsibility for the content of a report prepared by another non-US affiliate only when distributed to US persons by BNP Paribas 
Securities Corp. 
United Kingdom: This report has been approved for publication in the United Kingdom by BNP Paribas London Branch, a branch of 
BNP Paribas whose head office is in Paris, France. BNP Paribas London Branch, 10 Harewood Avenue, London NW1 6AA is 
authorised by CECEI & AMF and the Financial Services Authority, and is regulated by the Financial Services Authority for the conduct of 
its investment business in the United Kingdom. BNP Paribas London Branch is registered in England & Wales under No. FC13447. This 
report is prepared for professional investors and is not intended for Private Customers in the United Kingdom as defined in FSA rules 
and should not be passed on to any such persons. 
Germany: This report is being distributed in Germany either by BNP Paribas London Branch, regulated by the Financial Services 
Authority or by BNP Paribas Niederlassung Frankfurt am Main, regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) 
Japan: This report is being distributed to Japanese based firms by BNP Paribas Securities (Japan) Limited, Tokyo Branch, or by a 
subsidiary or affiliate of BNP Paribas not registered as a securities firm in Japan, to certain financial institutions defined by article 2, item 
1 of the Cabinet Order concerning Foreign Securities Firms. BNP Paribas Securities (Japan) Limited, Tokyo Branch, a subsidiary of 
BNP Paribas, is a securities firm registered according to the Securities & Exchange Law of Japan and a member of the Japan Securities 
Dealers Association. BNP Paribas Securities (Japan) Limited, Tokyo Branch accepts responsibility for the content of a report prepared 
by another non-Japan affiliate only when distributed to Japanese based firms by BNP Paribas Securities (Japan) Limited, Tokyo Branch. 
Some of the foreign securities stated on this report are not disclosed according to the Securities & Exchange Law of Japan. 
Hong Kong: This report is being distributed in Hong Kong by BNP Paribas Hong Kong Branch, a branch of BNP Paribas whose head 
office is in Paris, France. BNP Paribas Hong Kong Branch is regulated as a Registered Institution by Hong Kong Monetary Authority for 
the conduct of Advising on Securities [Regulated Activity Type 4] under the Securities and Futures Ordinance. 
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