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Summary of the discussionl

The MMCG discussed two main topics: (A) Main developments in money markets and the
ECB policy outlook and (B) Adoption of artificial intelligence (Al) in money markets.

(A) Members discussed the resilience of money markets despite heightened volatility
stemming from geopolitical tensions, trade disruptions and shifts in monetary policy.
Euro money market activity remained orderly, supported by robust market liquidity. Money
market rates clearly reflected policy rate changes and declining excess liquidity. The euro repo
market remained a stable and deep source of liquidity. Members observed an increased focus
on secured trading, particularly in cash-driven general collateral pooling products, alongside
sustained interest in longer-term repo agreements. The commercial paper issuance market
remained active, supported by liquidity demand and sustained investor interest. Members
generally gave a positive assessment on the functioning of USD funding markets for
European banks, noting that liquidity remained robust with no signs of sustained
systemic stress, even though standard asset class correlations had broken down.
Temporary disruptions were observed, such as a brief and marginal widening of the EUR/USD
cross-currency basis in early April. However, these moves were quickly reversed, with spreads
returning to historically tight levels. Members also noted a shift in investor behaviour affecting
USD-denominated assets. First, they reported a preference for short-term instruments driven
by uncertainty about future interest rates rather than aversion to lending long. In fact, while
term premia rose temporarily during periods of heightened uncertainty, remaining appetite for
longer maturities signalled confidence in market depth and overall functioning. Second,
members noted an increased preference among non-US investors for USD-denominated
assets issued in Europe.

(B) Members also discussed practical use cases for Al in money markets, specifically
in areas such as asset and liability management and treasury operations. They
highlighted Al’s ability to process large datasets, generate insights and improve operational
efficiency. Specific use cases included tools for analysing market data and movements,
projecting liquidity needs, optimising collateral pools, automating flows and supporting
administrative processes. The discussion also focused on the risks and costs associated with
Al. Members highlighted challenges such as data and system integration, the regulatory and
compliance burden, high upfront and ongoing costs, and operational and cybersecurity
vulnerabilities. While members generally recognised the potential of Al to enhance market
liquidity, improve execution precision and develop models for better trading decisions, it was
also noted that in some high-volume markets with highly developed use of algorithmic trading,
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Al may not yet bring execution benefits, at least in terms of speed. To the extent that benefits
do result, members noted that they might come with added complexities and risks, including
increased volatility, opacity and potential threats to systemic stability, which may require
careful management and regulatory adaptation. It was acknowledged that Al adoption is still
in its early stages, with financial institutions experimenting with pilot projects and gradually
integrating Al-driven solutions into their operations. Most institutions are still in the process of
assessing the feasibility and scalability of these technologies. It was noted that adapting both
mindset and skillset is essential for effective human-Al collaboration.
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