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FRANCE: CORPORATIONS SHOW RENEWED INTEREST IN MONEY MARKET FUNDS AND TERM DEPOSITS
Thomas Humblot

Annual flows of bank deposits and money market fund shares/units
held by NFCs in France
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Source: ECB, Banque de France, BNP Paribas

Annual flows of money market fund shares/units held by non-financial corporations (NFCs) in France were positive throughout 2023, having been negative from
the second quarter of 2021 to the fourth quarter of 2022. This trend reversal was due most notably to the increase in key ECB interest rates on 27 July 2022, which
pushed up money market returns. The annual performance of money market funds thus hit 3.38% in December 2023 (rising to 3.7% in February 2024%), a level not
seen since January 2009 - from 0.04% in December 2022 and a negative rate from February 2017 to November 2022.

Renewed corporation interest in money market funds, which had not been completely abandoned thanks to their limited risk and strong liquidity, came mainly at
the expense of sight deposits?. Due to the opportunity costs of holding the latter, their annual flows have been negative since the third quarter of 2022; in February
2024 they were down by EUR88.4 billion. Although a substantial share of withdrawals from sight deposits was reallocated to money market funds, the holding of
which remains largely the prerogative of larger corporations, a bigger slice was transferred to bank deposits with agreed maturity, where annual flows have been
positive since the second quarter of 2022. Such flows stood at EUR76.2 billion in February 2024, encouraged by average interest rate on new deposits of 3.95% and
the capital guarantee that comes with bank deposits. This said, there has been a slight dip in transfers from sight deposits to deposits with agreed maturity and
money market funds since the fourth quarter of 2023, suggesting that the process may be nearing its end. The expected cut to the ECB's rates is likely to reduce
the spread between returns and thus the opportunity cost of holding sight deposits.

1 Performance of investment funds 2024 Feb | Banque de France (banque-france.fr)
2 These deposits have only partially been removed from bank balance sheets because in Q4 2023 money market funds were 71% invested in debt securities and investment fund shares issued by banks, or in
deposits (and other assets) with banks
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other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
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mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
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12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.
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