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Panelist Discussion Points

Should be considered as a useful instrument to 
support secondary market liquidity; and

Is extremely valuable in providing  high quality 
information to the sovereign debt office on the 
depth and breadth of the market for various 
securities – this data helps inform the full range 
of actions taken to support secondary market 
liquidity.
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Active Liability Management:



Panelist Discussion Points

Rapidly rising liquidity in local markets.  Local 
Market share of reported dealer volumes has 
risen from 44% Q4 2005 to 68% Q4 2007 in $1.4 
Trillion reported volume.

Hyper liquidity seen in key benchmark bonds in 
markets such as Brazil, Mexico, and South 
Africa with global dealer volumes reported at 
over $100 BLN/quarter each

Liquidity varies strongly between markets, but 
also within markets as trading often focused in 
benchmark bonds.  Securities (such as 
inflation-linked) can have strong following, but 
low turnover given buy-and-hold investor base.
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Context



What is Liability Management?

Buy Back Bonds

Exchange Bonds

Amend Bonds

Distressed Exchange

Cash Market
Transactions

“Liability Management” is when an Issuer completes 
one of the following transactions:
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Liability Management:  Active Liquidity Enhancement

Transitional:
Useful in creating benchmarks or building existing benchmarks through 
exchange offers.
Ireland and other leading European borrowers exchanged post-EMU legacy 
bonds into new Euro benchmarks

Regular:
Useful in enhancing secondary liquidity as dealers can more actively take 
positions (purchase off the run bonds) if they can liquidate in regular auctions
Enhances price discovery in off the run securities through frequent price 
setting via repurchases or exchange offers
Example:  Brazil has regular buyback or switch auctions

Crisis:
Useful during period of stress to reallocate liquidity between instruments and 
sources of funding.  
In June 2001 Turkey exchanged over $8 BLN of short-dated nominal 
domestic debt to USD-indexed and TRL floating-rate debt to remove net 
currency exposures in the banking system and lower liquidity overhang.3



Domestic Market Liability Management Informal Survey

XIreland

XSweden

XItaly

XFrance

xGermany

XUK

XUSA

RegularDon’t UseCountry

Developed: Developing:

XThailand

XColombia

XSouth 
Africa

XPhilippines

XTurkey

XIndonesia

XMexico

XBrazil

RegularOccasionalDon’t UseCountry
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Liability Management and Ratings:

John Chambers from S&P:

“Efficient debt management helps insulate sovereigns by 
lengthening maturities, smoothing out amortizations profile, 
and reducing exposures to foreign-exchange and interest-
rate movements.  Improvements in the composition of debt 
contributed to the upgrades of Brazil, Chile, Colombia, 
Mexico, Morocco, and Peru in the last three years.”

“….when I look at the 21 Governments that have positive 
outlooks on their ratings out of the 116 we rate, I can say 
that all of them either have top-notch debt management 
practices for countries at their stage of development or 
have improved their practices in the last few years.”

5 November 2007
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Recommendations:

Use liability management on an occasional or regular basis 
to improve the liquidity in your domestic market. 

Use liability management as part of an adaptive borrowing 
program: with feedback from the market adjust strategy, 
instruments, and processes to lower costs and volatility.  
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby
("Transaction").  Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law
or regulation, you agree to keep confidential the existence of and proposed terms for any Transaction.
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as
the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are
not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting
advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By
acceptance of these materials, you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm
that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID
number.  We may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any
time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model
which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the
date hereof and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such
instrument at any time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for
specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and
procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

© 2007 Citigroup Global Markets Inc.  Member SIPC.  All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout 
the world. 
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