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U.S. ABCP Market Outlook (CP Desk Comments) 

Commentary by Credit Suisse�s US ABCP Trading Desk   

ABCP Commentary 
ABCP flows were mixed coming off of the holiday weekend.  We saw investors for the most part roll their 
positions but their appetite seemed limited.  The sheer fact that the curve is flat 3 months and in (with 3 
month LIBOR at 29 bps, 1 month LIBOR 25 bps, and overnight LIBOR at 22 bps), which has stopped the 
extension trade, will push cash to the very front end of the curve.  We might see term appetite for ABCP if 
the issuer community is willing to part with some of the spreads being shown under LIBOR.  Compression 
can be an enemy to issuer spreads to LIBOR, but unfortunately this situation may be around for the rest of 
the year.  
 
As this market continues to heal and we get used to the �new normal�, we will look towards both the 
broader markets and sister markets to ABCP in order to gauge where our market is headed.  We are 
constantly asked when the US ABCP market will stop dropping in terms of outstandings and we must be 
constantly reminded that we are still in a severe consumer recession, the term securitization market is still 
operating with a government lifeline, and the ABCP market itself still has government lifelines pumping 
through it; however, thankfully, the ABCP-related government programs are only being marginally used.  
Also let's not forget another huge hurdle in front of the ABCP market is the change in accounting rules 
that loom over most issuers as well as the pending announcement of changes to Rule 2a-7.   
 
The weekly CP data seen was in line with expectations and relatively benign: 
Total CP outstandings decreased by $11.0 bn to $1.177 tn for the week ending 9/9/09.  Declines were 
seen across all types of CP outstandings.   
Money market fund assets decreased by $15.3 bn this week to $3.543 trillion.  Taxable (non-gov) assets 
decreased by $6.7 bn to $1.955 trillion, with a $1.2 bn drop in retail assets and a $5.5 bn decline in 
institutional assets.    
Of the total CP market: 
-Corporate outstandings decreased by $3.3 bn for the week ($128.5 bn vs $131.8 bn last week) 
-Financial outstandings decreased by $1.0 bn for the week ($544.3 bn vs $545.3 bn last week) 
-ABCP outstandings experienced a weekly decline of $6.7 bn ($503.5 bn vs $510.2 bn last week)  
 
CPFF usage declined by $2 bn this week to $41.25 bn (face value) from $43.28 bn last week.  
AMLF usage remained unchanged at $79 mn.   
The MMIFF continues to remain unutilized.   
The Fed's exposure to the total CP market declined to 3.6% through these two programs.                   
(Source: Federal Reserve website, Investment Company Institute website) 
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Corporate/Financial Commentary 

Change is on the Horizon for the Short-end 
It was a short year ago when Lehman was allowed to fail.  One of the unintended consequences was The 
Reserve Fund breaking the buck due to exposure to Lehman's Commercial Paper - short-term debt that 
was assumed to pay off at par and then was not going to.  This event ignited massive liquidation for money 
market funds.  As fear took hold, no one trusted what these funds owned or what they were exposed to.  
In order to stop the hemorrhaging, the US Treasury put a money market guarantee program in place that 
allowed eligible 2a-7 money market funds to pay a fee in exchange for a guarantee of funds held at par 
($1 NAV) as of the close of business on 9/19/2008.  The liquidation slowed as a result of this program 
being put in place.  Of course, several other policies were then implemented to provide money funds with 
liquidity in the case of another shock but this guarantee was the first.  It will also be the first guarantee to 
expire, which will occur on Friday, 9/18/2009.   
 
The other changes on the horizon are the proposed new rules by the SEC to govern money market funds.  
The SEC�s public comment period on its Rule 2a-7 proposal ended on September 8, 2009.  It remains to 
be seen which of the SEC�s points from its initial proposal will be included in the amended rule.  Many   
2a-7 funds have already voluntarily adopted the ICI Money Market Working Group Recommendations for 
money market funds.  We will keep you posted on any announced changes from the SEC.    

 

Short-Term Fed Facility Usage:  

All amounts in USD billions (except where noted)  
Facility  Current Week (9/10/09) Prior Week Peak Facility Effective Date 
AMLF 0.79 0.79 152.1 (10/1/08) 9/19/08 
CPFF 41.252 (face) 43.285 (face) 350.3 (1/22/09) 10/27/08 
MMIFF 0 0 n/a 11/24/08 

 
Data source: http://www.federalreserve.gov/releases/h41/Current  

LIBOR Curve (9/11/09):  
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ABCP Outstandings 

U.S. ABCP Outstandings decreased by $6.7 billion for the week ending September 9, 2009 to $503.5 bn outstanding from                 
$510.2 billion outstanding (Source: Federal Reserve, Not Seasonally Adjusted data). 
 

 
 

Total US ABCP Outstandings as of Wednesday, September 9, 2009 
(in millions)
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Total ABCP Outstandings Current Outstandings

US ABCP Outstandings reached an all-time high of $1,210 bn on 
August 8, 2007.  Current outstandings (September 9, 2009) are 
$503.5 bn and decreased by $6.7 bn from the previous week. 





 

 

This material has been prepared by individual sales and/or trading personnel of Credit Suisse or its subsidiaries or affiliates 
(collectively "Credit Suisse") and not by Credit Suisse's research department. It is not investment research or a research 
recommendation for the purposes of FSA rules as it does not constitute substantive research. All Credit Suisse research 
recommendations can be accessed through the following hyperlink: https://s.research-and-analytics.csfb.com/login.asp 
subject to the use of approved login arrangements. This material is provided for information purposes, is intended for your use 
only and does not constitute an invitation or offer to subscribe for or purchase any of the products or services mentioned. Any 
pricing information provided is indicative only and does not represent a level at which an actual trade could be executed. The 
information provided is not intended to provide a sufficient basis on which to make an investment decision. Credit Suisse may 
trade as principal or have proprietary positions in securities or other financial instruments that are the subject of this material. It 
is intended only to provide observations and views of the said individual sales and/or trading personnel, which may be different 
from, or inconsistent with, the observations and views of Credit Suisse analysts or other Credit Suisse sales and/or trading 
personnel, or the proprietary positions of Credit Suisse. Observations and views of the salesperson or trader may change at 
any time without notice. Information and opinions presented in this material have been obtained or derived from sources 
believed by Credit Suisse to be reliable, but Credit Suisse makes no representation as to their accuracy or completeness. 
Credit Suisse accepts no liability for loss arising from the use of this material. Nothing in this material constitutes investment, 
legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual 
circumstances. Any discussions of past performance should not be taken as an indication of future results, and no 
representation, expressed or implied, is made regarding future results. Trade report information is preliminary and subject to 
our formal written confirmation. 
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