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Centrally cleared
repo market brief

Significant cash (money market
fund) inflows continued as the Fed’s
transition to easing has unfolded
more slowly than originally expected.

Coming out of year-end, front-end focus lingered
as the market wasn't fully convinced that the

Fed had conquered inflation — despite meaningful
progress toward target range. While December
CPI data (released in January) was lower than
expected, it was still above target range and
investors were further concerned that the

new administration’s trade policy could add

new inflationary pressures. Expectations for

Fed easing ebbed further out, with the market
expecting only one or even no 2025 cuts
following the late January FOMC meeting.
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Hawkishness continued throughout the quarter
as tariff-driven inflation concerns mounted,
although recessionary fears also began to
spring up as the full extent of intended tariff
policy became more widely understood.
Sentiment shifted drastically just after quarter-
end when aggressive tariff proposals roiled the
market with recessionary concerns that seemed
to dwarf inflationary ones. The front-end of the
Treasury yield curve inverted heavily (Figure 1)
as the market began to price significantly more
near-term cuts, expecting that the Fed would
need to spur markets to avoid recession. In the
face of equity volatility and an uncertain outlook
on Fed activity, investors increased defensive
cash positioning over the course of the quarter.
MMFs saw incremental inflows (~$170B, Figure 2),
but the rate was far lower than in Q4 (>$450B).

Figure 2: MMF balances ($B)
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Significant uncertainty remains in terms of the
ultimate course of tariff and Fed policy, driving
volatility in allocations. MMF volumes did ebb
down in early April as they typically do around
tax season, but have since begun ticking back
up at the time of this writing.

The market seems to have somewhat moderated
due to a perceived rollback in the extent of tariff
policy — but immense uncertainty still remains.

FICC Sponsored activity continued
torise, particularly in the Cash
Investor space - although volatility
was slightly softer than Q4 and
growth rates have slowed.

As MMFs saw increased volumes, they also
increased allocations toward repo (up to 39%

at March month-end compared to 36% in Jan).
MMF re-positioning brought more cash to FICC
Sponsored repo. Average daily FICC Sponsored
Cash Provider volumes were over $1T throughout
the quarter, up 12% from Q4 (Figure 4).

Figure 3: SOFT - Fed bottom (%)
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Volumes have continued to increase into April,
rising another 2% since March. Repo cash inflows
were met with net new Treasury issuances of
~$300B, lower than almost $550B in Q4 given
material paydowns throughout the quarter.

Rising cash volumes coupled with softer net
collateral supply served to modestly soften
overall repo volatility QoQ. SOFT was still firmly
above the Fed RRP level (now set at the bottom
of the Fed range) but the average spread
(excluding quarter-ends) edged down from

9 to 8 bps (Figure 3).

Fed RRP volumes continued to decline, falling
38% QoQ. Following a typical spike at quarter-
end, RRP volumes have settled well below
$2008B at the time of this writing.

While FICC Sponsored Cash Provider volumes
showed strong growth QoQ, FICC Cash Borrower
average volumes (primarily hedge funds) rose
just 1% QoQ. This trend was generally consistent
with overall UST futures short interest, which
edged down 4% on average QoQ (Figure 5).

Figure 4: Fed RRP vs FICC ($B)
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Figure 5: UST Futures shorting vs FICC Cash borrowing ($B)
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Inflation concerns and hawkish
sentiment dominated the quarter
until late March, when aggressive
trade policy pronounced
recessionary fears.

Following four total cuts in 2024 (100 bps), the
market expected a transition to cuts in 2025 -
but didn’t price a first cut until June given that
inflation had not yet reached target range.

At the late January FOMC meeting, the Fed’s
statements were interpreted as a “hawkish

tilt” with Powell iterating that inflation remains
elevated and the committee didn’t need to hurry
to adjust policy given strong jobs data. Markets
responded by pushing expectations for a first
cut out to July.
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As the quarter progressed, the Fed revised
inflation projections upward at the March FOMC
meeting and several policymakers shifted their
expectations to no cuts in 2025. Nevertheless,
hawkish trends were counterbalanced by
mounting recessionary concerns, as the market
began to price in potential for more front-loaded
cuts to stave off a market slowdown. Recessionary
pressures peaked just after quarter-end, when
aggressive tariff proposals invigorated markets
with a dovish tilt — pricing four cuts beginning as
soon as June. While expectations have moderated
slightly over the course of April, they still currently
stand far more dovish than the beginning the
year: the market now expects 3-4 total ‘25 cuts
as compared to 0-1in January.



Figure 6: Market expectations for '25 Total Rate Cuts (4/29/25)
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Looking ahead, Fed easing may begin to
incentivize cash to leave the front-end or at least
curb the rate of MMF inflows, which already
began waning in Q1. Given recent recessionary
concerns surrounding tariffs, the market now
expects more overall cuts in 25 than it did earlier
in the year. Cash leaving the front-end could
generally drive more volatility in repo markets,
particularly as new collateral supply continues

to be issued. However, net issuances were
relatively light so far in Q1 and the rate of QT was
slowed at the March FOMC meeting. Amidst this
backdrop, market participants are continuing

to assess and prepare for the SEC’s Treasury
clearing mandate, which was pushed out by one
year in February.

The effective date for eligible repo transactions
is now June 30, 2027. While the dates have
changed, the fundamentals of the mandate and
market implications remain the same.
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Effective September 30, 2025, FICC is updating
its rulebook to expand cleared access, improve
risk management, and further protect client
assets. New indirect access models offered as
part of rulebook changes will change the ways in
which participants access and incur value from
UST repo. Both buy and sell-side firms alike

will need to continue assessing new optionality
in order to best solution for a significant influx

in activity.

Cash leaving the front-
end could generally drive
more volatility in repo
markets, particularly as
new collateral supply
continues to be issued.



The material presented herein is for informational purposes
only. The views expressed herein are subject to change based
on market and other conditions and factors. The opinions
expressed herein reflect general perspectives and information
and are not tailored to specific requirements, circumstances
and/or investment philosophies. The information presented
herein does not take into account any particular investment
objectives, strategies, tax status or investment horizon. It does
not constitute investment research or investment, legal, or tax
advice and it should not be relied on as such. It should not be
considered an offer or solicitation to buy or sell any product,
service, investment, security or financial instrument or to pursue
any trading or investment strategy. It does not constitute any
binding contractual arrangement or commitment of any kind.
State Streetis not, by virtue of providing the material presented
herein or otherwise, undertaking to manage money or act as
your fiduciary.

You acknowledge and agree that the material presented
herein is not intended to and does not, and shall not, serve
as the primary basis for any investment decisions. You should
evaluate and assess this material independently in light of
those circumstances. We encourage you to consult your tax or
financial advisor.

Al material, including information from or attributed to
State Street, has been obtained from sources believed to
be reliable, but its accuracy is not guaranteed and State
Street does not assume any responsibility for its accuracy,
efficacy or use. Any information provided herein and obtained
by State Street from third parties has not been reviewed
for accuracy. In addition, forecasts, projections, or other
forward-looking statements or information, whether by State
Street or third parties, are not guarantees of future results
or future performance, are inherently uncertain, are based
on assumptions that, at the time, are difficult to predict, and
involve a number of risks and uncertainties. Actual outcomes
and results may differ materially from what is expressed herein.
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The information presented herein may or may not produce
results beneficial to you. State Street does not undertake and
is under no obligation to update or keep current the information
or opinions contained in this communication.

Tothe fullest extent permitted by law, thisinformationis provided
“as-is” at your sole risk and neither State Street nor any of
its affiliates or third party providers makes any guarantee,
representation, or warranty of any kind regarding such
information, including, without limitation, any representation
that any investment, security or other property is suitable for
you or for others or that any materials presented herein will
achieve the results intended. State Street and its affiliates
and third party providers disclaim any warranty and all liability,
whether arising in contract, tort or otherwise, for any losses,
liabilities, damages, expenses or costs, either direct, indirect,
consequential, special or punitive, arising from or in connection
with your access to and/or use of the information herein. Neither
State Street nor any of its affiliates or third party providers shall
have any liability, monetary or otherwise, to you or any other
person or entity in the event the information presented herein
produces incorrect, invalid or detrimental results.

To learn how State Street looks after your personal data,
visit:  https://www.statestreet.com/utility/privacy-notice.html.
Our Privacy Statement provides important information about
how we manage personal information.
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