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The Autorité des Marchés Financiers publishes a study on
liquidity in French bond markets

The Autorité des Marchés Financiers (AMF) has ini�ated an in-depth study
of long-run trends in �xed income liquidity, in response to growing concerns
among the �nancial community. The ini�al �ndings show that liquidity
seems to have improved since early 2012 but is s�ll below pre-crisis levels.
However, the improvement does not mean that the bond markets will
remain immune in the event of shocks.

The �nancial community has voiced growing concerns in recent months about declining
liquidity in �xed income markets. Blame for the decline is o�en placed on the regulatory
curbs put in place to tackle the crisis. To inves�gate this issue, two AMF Divisions – Market
Surveillance and Research, Strategy & Risks – have analysed liquidity trends in the French
market since 2005.

Using yards�cks provided by academic research, the AMF built a composite indicator to
track changes in liquidity. To make the indicator even more accurate, it relied on proprietary
transac�on data obtained in the course of its du�es.

The ini�al �ndings show that the liquidity of French bonds has not dried up but has actually
improved since 2012, returning to the levels seen prior to the onset of the sovereign debt
crisis in 2011. Nevertheless, it is currently below the levels prevailing up to the 2005-2007
subprime crisis.

https://www.amf-france.org/en
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And although the overall level of liquidity seems sa�sfactory under normal trading
condi�ons, it might not withstand a market shock.

The results of this analysis show that cyclical factors such as the degree of risk appe�te
seem to have had a signi�cant e�ect, over and above the s�ll-uncertain impact of post-crisis
regula�on.

The AMF intends to pursue its research in order to re�ne the results and consolidate the
resul�ng analyses.
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
Communica�on Directorate – Autorité des marches �nanciers 17 place de la Bourse – 75082 Paris
cedex 02
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