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Bond market liquidity in Israel:

Analysis in view of the Corona crisis

Inon Gamrasni, Dafna Koby, Ari Kutai

Abstract

In this paper, we examine the development of liquidity in three major bond markets
in Israel - nominal government, CPI-indexed government, and CPI-indexed
corporate - since the onset of the global spread of the Corona pandemic up until the
end of July 2020. To characterize liquidity, we use common liquidity indicators,
which examine liquidity from the aspects of the liquidity cost, the market depth,
and the market activity. We find that in mid-March of 2020, bond markets
experienced severe illiquidity, which was reflected in a significant increase in the
liquidity cost. Despite the severe negative impact, the liquidity cost in these markets
recovered rapidly compared to the liquidity recovery following the 2008 crisis. At
the end of the period examined, its level in the government bond market is relatively
close to the pre-crisis level. We find that the lower the level of liquidity before the
crisis, the larger the deterioration in liquidity across the various market segments,
particularly in the corporate bond market. We examine in this paper the effect of
the steps taken by the Bank of Israel during the coronavirus crisis. We find that after
the publication of the plan to purchase bonds in the secondary market in the amount
of NIS 50 billion, and the simultaneous onset of plans by other parties, there was a
significant improvement in the liquidity cost indicators. All the while, the initial

steps before the publication were only partially effective.
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OV TNIYN MOVAINNN IND ,IRIYI N7IND OPIVI MDD NN DXNIN NN NT ) NINONI
732 VPIVY DITYNN DOPNVIA NNOINIY NPNTHNN Y DY ,2020 X5 NIOY Y INNPN NN
(IONIVIA DMIPOYN NVARD OPIYV DIVIDYD NPIdNI MDD MINT NN DM DN ORIV
(60 12N TR MNDON MIAN) TSN YTIRNM TSN dNYWNNN ,OPYn NOWNNn
DY NN NNYYI XD DOIN,DOPNVA MDA NN DY NN D 1DIYN DINTIP OININ
NIYYNN NN DXYYRD DX DT M2 .PNINND 12WNN YPI DY ORIV N7ARD ORIV MDD DY
YPIVI MSOHN MNNANN NN PY 19N DNINIAN OXTTH MYXNNI MDA NININD NYNIN 22D
.M2P1N HY DYV NND DXAPYN IUN ,MDIT) YTTN 190102 NV DY NN NIIWY 9D ,NIND
PN Y9 TNN VN ON D) — VYN DXVLNNN THX VD2 NPODN NN NYIT TPANN PIva
YNID GN) DM MITNI MXPOY YNIY DIDWNN PIYL TUND ,DNITY MDA NN NYN

M2 NYN NIV ,NPOYN MIX MDY NV MDY MY TR, MDITI NINPOY

NITY DIDID INNKD 23 ,MDIN MDY DY VNI IPOEYA NYIA MM 2D NIXIN )2 MNNN
ANOYAM (2020 X112 23-2) DOPY TINDMI 50 DV 4PN NWNN PIYI NN NYIID NNIDIND
DY INRD NINT MDD MY >TTHI ONMYNYN NDY DY) 0901 DTN XTI NN DY
N .NPIONN DIV MY INIY P12 HY DINYRIN DITYSN NVIPI DY MDPN YTTNHL PPoN
,DPNOYNNN DXPNYIA NPDX0IN DNNI N0 1Y MOYN YTTH 1D OIXIN (2020 Y9) NNPN
NN NYIDT NN DIDID OY,2020 1Y YTIND .0112) LY HITINN OPYN Y TINNN PV DIIN
,N2NNN JIRY D35 ,NT P MDD MOYA NYTINNDD NMOYN NN NINYY PTINND PIva

T NNINA YI NNINN TTN IND)

0 NTIPY D02),0105 592 TV ) MOND IN MNP NN NN DY DIPNVYI M)
1AW DIV 199 1PN NPDY VIV MDY ,TIVD M) DY ITIDN 1Y NN GPWNn PNNa
YNIN NN DI PIV .MM NMYIAN HID 05551 PNV TINI NN P DI NN NIVIRNN
NN MYXIA) GOIV IDIND TN MTIP 1Y PIY RIM D0 PIWY (77901 KXY TN) Y)NI1ON
PIY DV YITYIN OOIMDIN DOPN YTNIN XIDN NN GPYD DXPNND AWANRNDM ,1PDNION MDY
N TV NAPNI MDY XY DMIIVND MY DIV PNNM D27 TONNT HWI NN 20y 1)
DYNY N2VYIT NANN D133 ONY2 PIYY,MPNNI PIYNN NRKD 1D D27 ONPNY DM MNXT
219y YONT 9awn ,Ton INRXIND .(Borio 2004) 703N YN NXMY NNYTA 2wnn noInnD

2D 12VWND D) OND

M>2>12 NY9 195 .PYNI MNAN DV NOVNNN DY 11NN MDY NX NDYN N1 M3 NI
NYNIN NN PINND NNOY ,NY NI NMOYD MIIN DY MXNON MY IWNRD 72wn Nya
DYIN,(N7AN) 2N PO 2IN DY NOT 1IN NMDY DY MIDIIN DY NN NYswnn 1pwna

ONPIZONIUN DY 1D NPIDY DY O) NYAVNIN 1O1N NN MMPN P N9Yonn Y1

L, DDMPN DO PIYINN INDNN 427 : DXV NN PIYA TIPONI NYN 1910 M ,7NHY MNP D) !
.DXINDIN X0 YPNNN TINY YN VY INDHRN MM 295957 DPNN NN DIPWN DPRY TIY NP > PHN
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NI DMDIAN OXPNVIA NHVOL NYNINT ,NNNPN PN 12V MIPYL ,2020 X YTIN2
NMOYDY (MPTIRNT NPNOWNNN) 2NN MNIN MNIVNL IOOYD 9N P2 NDNY DY
DYV MNXIVNN NN NIIRY DTN N NPTPIRND N7IRD NNV ONNINT TIMYNIYN
NIV DDA MNXIVNM ,2020 XD YTIN NDXNN NP NNPYW 2018 MY PID INND HNIW)
DTN M9 DY 72ANTT JPINT NYNIND DRI NN MNN MNIWN MOV (1 9PK) MTNA DY
(3 99N 2 R) YTINNN IR TINSINOWNNN ATIIN OOPYINIUNNN 1IN : DN
IWNIND DXNNINDY MNIWND NPOYN (4 9R) YTIRNN NIND XNNIN D) NMOY NON GON)
DYPY TINODM 8-5D 1WNN NNPTN ,DNOWI .NMINININ MNP DMDONN NPT Dapna
PITAFPMPINNRD XNIYVAYNI NPV 1100 MINNIN NNIP NN XN YDORNN NNPTON O .02

299950 DMNMWN XMYNYN I9IN D193 PN NNIIN DIOVW DXPNNI NRD ,INP

NIV MINTUNN MNIVUN — 2 TN
(D>MINKX,31/07/2020—01/01/2020)

DY VYT NNPIIIMN MNIVN — 1 9PN
(D>MINKX,31/07/2020—01/01/2020)
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NN JIN DD XY MYNIN 29V ,09IN .2020 ¥I11D2 15-2 WNN PIva NN WIDT NINY
NIDTIVH NNTO NIDNN HNIY P)2 PPYUN XN 23-2 .10I0INN HYNIN Y21 NN TYND WY

.DOPY TIN50 DY 991D 9P N2 MHWNN PIvA NPNOWNN NN DY)



1NN .(REPO) 97N 90n Mpoy 9183 Dy ;2020 X102 15-2 30 0) W7D DRI 932,900
TINN NN ,2IN NN Y NINT DTN DMV NN TIN ,ZODTOINN DN NMINNDD NN
MYNIN 2VWA .N7IND PIVI MR NNNNIN MNP NNPTIN OIT ONIN NN 1NN NIVN
IONN 2020 DI9NA 6-2 07PN NPNOYNND 1IN NMNDNX NDHN MMV VIDOY TWINND
IVINHN NTYNN NOVXYNN D¥2APNAY ,NMLID WHYY NIDIN NPTIND NN DIV TD ,NaANN
PV TINNY DNV 232 5NN 2020 XD 16-2,)0 1D .HINK NTIPY 0.15-2 72770 NN NOXNOND
D) NYAYNY NPIDYVTN MDA NPINNN DY HPnD 15 ,(SWAP) 9onn MXPOY NMIYSHNNI 070NN
N2 NOWYN DY DMV DI NDIIN DDA D1DIIN DIPNYIA NTNN DTN : NIRD PIYV DY
NMOYY NYWINTN DY TTINNNY ,D3I21T NNPY YTD NN NDNY (DTN 11ND) NN M0
, 0NN DTN NPPYNY qon 1YY (Margin Call) ynpbw npnan 0 mnnvaa
15-2 APTIND 2IN MDNX DYDY 10N NNMN L2020 Y9 NYINN NY2IN NVONNA TIDNNY)
MO OMNY DINVINT DN NYWNNN D) ,NPIVNNT DTYNN YTYS TIDN 200OPY TINDM
393, NYNVINI MOPN DY NNY NAPNN TINRD INDI PNN PIYV MY D¥PI1aN DY MPran

A0NY /N NYDI HNINY

PYPAND NN 122 ANIVYD ONNINI — 4 9N HNIY HITIIND INIVUH — 3 99N
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DIV MPPVN DY IWOVUNY JoN» TUN DMV DITYN ORI DYV D27 DMIDIN DY 90N
NN NN PONNN MDIN P3an) BOE-m (1910 X 59790 23an) FED-n .ONwa nann
S5y 0) WNN FED-n .0>05) nv575 Mana) nioin Y wrHin , TNN 92 Moy ynva ndadn
712n) ECB-nvw 11 ; 40»9n0n 0129 1293190 DN NTIN MIRNDN PIRIYN NN NN
DYD2) NYIID NPIDIN PPN RIN TR ,NNPNN THNNA N2> 1PN KD DININ (291N 21901

PP NPIDIN NI ,ANN 902

NN YNNI DPNYIA NDVLHVN YD ININ IPNNN NDVLN NNINKRD NNPNL WV OININ NND
ANT-)2 L0092 ;2020 L)) DNV AVIND PV PN MM VYT NOND NwNInNn 2020
TOY — HNIWI NPIND OPIV MNNININD NNIYY MNNNMN 2D XN (2020) 1) (2020 31210
199 NI 1IN MNNI NMINHNNN NNNININ NNIPA DODORND NPT YPI YY MNIVNL DTN
-y Grossman and Miller 1988) MV ININN MIODN DY MAPY NN — NMNIVNA PINITH N
M) YRYT NN DYNINNIY NPVIPNITH NYIIND D NIYWNN IR Nptnn XM (Duffie 2010
.M9T) PADI NYYNY WY NXIN 12WN2 HNIY? P2 DY NPDONNDN MAIYNNN NINY ¥ RNNDI TY
NS (2020) Y1) ,2IN2 NPAND MINXIVN MNNXIN NNIP 2NN DY 0PN DNMI VIDY TN
ND L NNT OY .MINWNN NTIND NN0AN 2020 YN 23-2 HNIY P12 DY MWD 0D MTY
Y2)D NINAN IWAN AN NINNIN N ,)D 10D .AYAWN NNMN DINTPIND DITYSD 7D NYTY NNSND)
MYSNNI IN NMDIIN NN MYSNN DY 1IN DITYNN DN : 232N DY 19TV NYawnn 1y
S 119701 NHI9Y NYITIN 2NN Y2XD NINN ITAY YN PNITY N ,00INN DIXY DY Nyawn

TN

MOXIN NN NPY NNN TOIN ORIV WY DITIPN DININDN NN 2N N2 NMINDN
DY MYYINND IVNIND MNN PTIA 930,900 IV DN DMV IDIND JNA NIND PPV
12NV NI T90NY GIVNNI 1IN INIYIT VPNV DITYSD DNYA MDMIN HY DNV PVINI
DIV MDPNN OV DMVYN DXV NPMYNYN NPT INND YR ,AINNPN 12WN 19 INND
277N ONYWNNN NIND PIVA INDNN NI N»OYN D KN Duffie (2020) .05wa naNn
NMVaY 1o ,(Dealers) Pivn »viy H¥ ©X0N NYTIN TN MDD XN NNNY,2020 NI YSHNA
PRI MDD MOYA NYNIAD NDXIN I MNNOND .TPNVININ NYAIND YN DIRND INPN
YNY DY PIVN PRI ,NIVY Y9N TN 1Y DWPYNY 7w swiy pa (Bid-Ask) nnann : pvn
YT ,NIVY Y9 TP DIV VYD NN DY PN ; oMynvn 9 (Brokertec) 2709Na pwn

JPPIVY PN N ,0DIYA DIDN DIPNYI NHYY DIV PRIV NY»Nd

NN ORPIINRD PIVD SV PIva MmN mNnann NX WN2 Fleming and Ruela (2020)
INYD DN G0N PN PRIV NYIN DIXNNIND MDY : DINNT DIXRNNIN INNM) on-the-run
MM O) MY MMT NNPDN .(NYIVW TY NTYINN 29 11DY) MINPOYD NNN MY NYNO
,2020 NI YNNI YD INYD DN 270N STIRND Pwn X ORI Kargar et al. (2020) bv
NNNAY ,0NYY NMONNNNI DX0IN JIRND NOTHINND YIND PIV OWIYD DI 1T MO0 XND

X932 23-21 15-2 V9 IRV PI2TYNN PON DY DIDIAN MDD DININ D132 )1NDNA NIDNNN NN ¢
AN MY0N N7ARN 10 On-the-run 230 MAN INIVPOND DMDTH PIva s
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0197 ,FED-n 781 0Y911v2 Nya9ynn 9NND » Ty INSHD 00 .MD2100 Moy n»oyo noram
SY TNYT IDINI WNIND MOYN TWUND ,NNND MDD MDY — YPIARNN NIRRT DN NIDY DN
.129993 NHY NOND HYY NIAIWYNNN NIDINA VDIV NN N

LIPS & 2 .

NYSID MPN — NTP IR NNOY PIVA MDPIN — Y701 TN IWVIND MDD DNYNND DINNY N
1070 WP YYD DYTHNN DOV YATI DN TPONND ATV PIYY YT DTN NN NN
NYTON PV PRI : DYTHN NYIIND MONMNN TIN MDD NN Pax Kyle (1985) .npson
)2 WYY, 0NV TN HY ,MITIN MINNIND NOIWN .PIWN NPT PIVD MY ) ,INoNn
PV PR THN .MPXTNN THNDY PRIYN THND DIXONMNNN M) YTTN DY VO MYNNINI M
PIVYN NN TY RV MP>TNN THN .Y DTN D52 MTIPI VIDPY PIVN DY NDIDN NN XLV

57901 1NN NMIPN PNN PV WO IMON — PYTD

Fleming 2003, ;2011 099 MXIp wIDVYO MDD TN NN PHNY S1pn ,qona
YOI .PIWA MDWYAN (3)-1 PIVN PR (2) MmN mdy (1) : (Christodoulopoulos et al. 2005
22 NADI2 VNN DX TTHN VN

MY Moy .2.1

Bid-Ask 7 : ©'Nan 07700 NN DY MO, MPXTNN THND NNV MDD MYY N8P
NN DRV WX TN (PP \Ond) 77 Price Impact” ("N \ond) »Spread
(PVIVIN) PPN PAY YXINNPD NNIAT DX VNN NN TTH .ENIDIN NP NYNY MOYN
N2 JONDN MDPIN DMWY INNN 723NN NNX PNNND HINKD INN2 DXVN NN NIPN
OIPN PN PAY NNINT RLIANND YR ,NIPDN I (NNI9) NN wpan NN NN
MPYN PAD (YOI NP MIRPOY 1901) MPYIN 9GP0 P2 WP AR RN PL -0 7710 .00nm
MNPYWI NV YT NINIY X9 MDD PIPIN WPYNY MOYN NN XV TTHN 102NN NN NN
NYSIND NPNTINN NN XOIND ,HPHMIND T .91 INY PIY XOIND TN T1H ,199) ,71NHNN

A9n0nn oy ToNN1 (O)

NPT 92NN PN NN NV NYRIN — PIYN MY THN) INDNN NN THN — DINND DXTHNN MW 115 ¢
0N NMOD INRD TIY ) DY 195551 PNNY MINNA ITNY PIVN NTID NN RO NIV, NNINIY TN NTIPON
NDY,INDNN NNONIVI NPIDDN ,INDHRN NMIVLIY DY IYPNA KON PON MONMNNNT 23210 TN NXIN NPTHN TIN
MY FTTH MYNNANI PPY 1PINT TIYND N MYIDIN THNR NXR .INDND NN YY DOODIANN DITTH YV
STUNNA DININHDN

PN POIYY 110 03 PI-n 7702 mNaD ymn 7

NwyNd 0oon (Limit) 9y NS0 NTIP 1NN WPWN XN DDA y¥Innw 295 ,Order-driven 1on 91nona 8
(Market) P DT 1NN YPWN INNIYO .MM 99119 2WNI 1991 — N2 PMYN XINY NPOYN MINAD PRnnd
9T INPY 2WN) 1991 — YT YINIL PINYN

MNI (71999) NNPY NN 1Y 1IN (IPPN) DI NHNN SV VIVISN WNIYN INP2 2IVN (NTI) NOPIPN PPN ?
023NN NIAPN

NI DIV JN2Y MXPOYN TO P2 INPN NIN DIV 1N2Y MNPDYN TO P2 wIANN NIN VI NINPOY 190N 10
0mN

(Fleming, 2003) 7710 WP 0»P MM PAD N2 DIIN,MIIN NN AR NIPWN NPR NPNTIND 1
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PIVN Py 2.2
PAPOY YN DININ OXTTHN DX NOOD NOM DIV PRI THND NMYP 1MIVN NXIIAPN
ANNN2 NYPIANN MDD NN PIDY PIVN NDID NXR DXAPYN NIN DXTTH /NHVVISH MR
M) TTH .INDNN DY TONNA NYXINND NPOYN DTIND AVINND APOY DTN TTH .MDPN MDY
YINND AVINKD NVVIYHRN MNOA TTH .INY MTI MRPOY XD PT PNY PV Gpwn INY
YTH I9IND N2 INDY JNIY MNON NN AN TTHN .INDNN DY TN INP2 NIVN NMNON
PV MDMIN DV PN TTNI2 MIPIAN TTH RVIN)

PVa MYI¥an 2.3

PINPOY MITHY - DXTTNN IR NODD NI ,PIvA MYIN NX NIPYN NIWOVN NNIAPN
DPYN DM ,INDNN MINY DY DNV DXV DIRVIN 1DON OXTTHN 79NN MIHNM
DOVNNONN NYHIN NOND M) NTTND DXONPN NON OXTTH .MM DV 7251 NYPY NN
D>IVAND DN DX DXTTH .INDNN NPIVY NX D) 1D DTN DM INDN MDY 1Py
, 2PN NN NDIYWI P RD DITHD DNMVI DY ,MPPHN NN DD TPYHYN TH MPON PPOND
DT MDD NHNIVI D) — NIV L(MPNTINA NV P ININ) )1DY0N NN NIIWYD D) NON
MPHNN TN INDNN DY TONNI MXPOYN VNI MPTN NN RVID MRPOYN MITH TTH
(DYTTN MY ADWN DY TTH .PANIN NIN TINN DN INDNT NINND NYWI 2WINND MNnn

.POYN DTN MRPOYN MPTN

PHRN 90N 1919 .2.4
SV NHND DTN DX ROV DT TTH PNPRN IOIN TTH NN O) DXNNIN NX, MM YTTHY qON1
NIV MNPOYN 190N ,(50% YV NNI 2520) TNIND TTIN TYUNRD : D101 OMNP P2 PN
DMIPN TN XNY PIVA DO TN 1YY TN 1209917 99190 NNTP MINPOYN 19010 NP
JUNRD T TTHM (N0 MNRPOY TWUND PV YY1 7P MIXPOY NP MYNINND 1919D)
NN NN LY VIPA P2 PN IDIN MINID ND GWAND DT T7H 0101070 T80 NI XN
DU XY DN, NPOY YNID DYI101DN TN IN DNPN TN DY MONTH

199N VN 2.5
25W1 :(2011) %0992 XN TPNITINDD OXNNA ONY DXTTNH NNNY TIN NN PIV KO
90 HY DYHYP-TIN DMINI DD DY DXAVIND DXTTHN . TINA NN D35 2WIN TT1 DI NURIN
NYXINNN MDD NN OORVIN DN ,AN DN TIY MY NONIAN DY NMINPOYN DOVIVINN

NDN O INMN TNIND

WPYINOWNN [ TINNITIRN— DPNYNN TNX D30 OWOPWN DXTTN 1IN Nvn 1Ovwa
TNAON TTH OY NONIAN TTH MINPWNRD DRNNA NWYI DIOPYN D TIRNND N7IND . TINNOINOWVNDI
NN RVAY TN DY . DI DY PN PNNY ORNNA I MNPYNN OPNOWNNN NN 60
M) YV NYIUNN NN 71YPYA NIV , MDD PIYN X TIMAINNKND MDD YTTI MNNAND

72 N9DY INT IWONN VIPAY .1IDION NNIND NN DXAPWN DIRY , 000N TIY

.(Market nTIP9) PIWN 1NN NTIPO IMW 50 2WN) (1210 IN NNP) NPOY DI 12
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NNPN NIPNA SIRIYIN NVANND PIVA MDIIN 710 MNNNoONN .3
PINN NPPLVOIVLY 3.1

(31/07—01/01) N”7ANRN YPIY HWIYYY NPIYNA NNNN NPIVOIVLD — 1 MY

YOPYUINIVNN
MYYINNNN NN 92UNN NOY MYI9NN DIV
PN .o YN PN .o y8ININ PN .o y8INN
0.19% 0.38% 0.65% 1.13% 0.23% 0.43% MNP MIIN
4.64 17.92 17.58 43.18 5.10 17.78 MPTn | Mdya
5.2% 51.2% 9.9% 42.7% 3.0% 45.0% PN 90N
0.01% 0.04% 0.02% 0.08% 0.00% 0.04% 9991
0.0001 0.0003 0.0006 0.0012 0.0001 0.0002 MmN | Moy
0.007 0.038 0.012 0.047 0.007 0.031 PI
79,241 | 416,977 | 164,936 | 507,652 | 115,511 | 459,301 APOY I | vy
189,994 | 1,189,119 | 203,866 | 1,097,772 | 182,667 | 1,194,612 | HOLINM MNS v

TINNINOVNN
MYYVINDNN NP Haunn NOY mMYI9NN DIV

PN .o Y8ION PN .o BN37a)al PN .o Y8IIN
0.10% 0.31% 0.25% 0.57% 0.09% 0.30% NN MO

2.92 18.02 11.22 35.67 3.65 16.75 MPTN | Mya
5.3% 50.8% 3.1% 48.0% 4.9% 48.2% PN 90N

0.05% 0.15% 0.06% 0.24% 0.01% 0.09% NN

0.0002 0.0006 0.0007 0.0022 0.0002 0.0005 NPHTIN moy
0.010 0.038 0.028 0.092 0.009 0.039 PI

68,723 358,989 64,365 357,103 86,541 355,164 POY I 7Y
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