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ECB moves to help banking sector
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The ECB made the money
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available in the form of loans, »]jj
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an offer taken up by 49 banks £P Parlbac is one of severat banks^
and other financial Institutions, suffer from sub-prime woes
This came after French bank BNP Paribas suspended three
investment funds worth 2bn euros (£1.35bn), citing problems
in the US sub-prime mortgage sector.
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It said it was "impossible to value certain assets" In an
uncertain market.
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US lenders have suffered a sharp rise in defaults on higherrisk mortgages and it Is feared that the financial
repercussions of this slump could soon spread to Europe.
The ECB described the move as a "fine-tuning operation" for
the banking market, but It represents the bank's single
largest intervention in the banking sector since the
Immediate aftermath of the 9/11 attacks on the US In 2001.
"The longer-term fear Is that these liquidity issues could spill
into the wider economy," Ciaran O'Hagan, a Soclete Generale
analyst, told Dow Jones Newswires.
"The prompt intervention of central banks puts off the day of
reckoning."
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The three funds BMP Paribas has suspended are Parvest
Dynamic ABS, BNP Paribas ABS Eurlbor and BNP Paribas ABS
Eonla.
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BNP Paribas said the valuation of the suspended funds would
resume "as soon as liquidity returns to the market".
Other banks have also suspended funds with sub-prime
investments.
"The complete evaporation of liquidity in certain market
segments of the US securitization market has made it
impossible to value certain assets fairly regardless of their
quality or credit rating,1" BNP Paribas said in the statement.
Defaults on the loans, which are aimed at those on low
incomes or with a poor credit rating, have risen as interest
rates charged on the loans have risen.
News of the move sent BNP Paribas shares down some 4.5%
in Paris.
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Also on Thursday, Dutch bank NIBC announced losses of
137m euros from asset-backed securities In the first half of
this year.
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The bank said "severe instability in the US credit fixed
income markets" had been a factor behind the fall.
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In June, US bank Bear Steams had to spend $1.6bn to bait
out two hedge funds, which had a strong focus on sub-prime
loans.
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The bank had invested heavily on securities that were backed
by sub-prime mortgages.

BBC News

BBC News
Who was Alexander Litvlnenko?

The casino city where staff
disappear

3 Printable version

• E-mall this to a frlena

BBC News

BBC News
What ere these?

Bookmark with;
Delicious

Digg

reddlt

Facebook

BSC News
BBC News

BtumbleUpon

Most popular now, in detail

FEATURES, VIEWS, ANALYSIS

1

Ghost town
Has China's housing
bubble burst?

The guerilla plant
How the world's oldest
clove tree defied an
empire

Walking away
Why Royal Ballet
principal Sergei
Polunin quit

E^ost Popular Now

The most read story in Europe is: Mona

PRODUCTS & SERVICES

E-mail news

Mobiles

Lisa 'had high cholesterol'

Alerts

News feeds

MMIX

Podcasts
Back to top

AA

Help | Privacy and cookies policy ] News sources | About the BBC | Contact us |

http://news. bbc,co.uk/2/hi/business/6938425.stm

22-01-2016

