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We study the convergence of European bond markets and the anchoring of inflation expectations in euro area

countries using high-frequency bond yield data for France, Germany, Italy and Spain. We find that Economic

and Monetary Union (EMU) has led to substantial convergence in euro area sovereign bond markets in terms of

interest rate levels, unconditional daily fluctuations, and conditional responses to major macroeconomic data

announcements. Our findings also suggest a substantial increase in the anchoring of long-term inflation

expectations since EMU, particularly for Italy and Spain, which since monetary union have seen their long-

term interest rates become much lower, much less volatile, and much better anchored in responseto news.

Finally, the reaction of far-ahead forward interest rates to macroeconomic announcements has converged

substantially across euro area countries and even been eliminated over time, thus underlining not only market

integration but also the credibility that financial markets attach to monetary policy in the euro area
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