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1 9ȄŜŎǳǘƛǾŜ ǎǳƳƳŀǊȅ 

In February 2018, the European Central Bank (ECB), the Financial Services and Markets Authority 

(FSMA), the European Securities and Markets Authority (ESMA) and the European Commission 

established the working group on euro risk-free rates (the working group)1. The working group was 

tasked2 with (i) identifying risk-free rates (RFRs) which could serve as the basis for an alternative to 

the current benchmarks used in a variety of financial instruments and contracts in the euro area, (ii) 

identifying best practices for contractual robustness, and (iii) developing adoption plans ς and, if 

necessary, a transition plan ς for legacy contracts which reference existing benchmarks.  

A part of the working groupΩǎ ƳŀƴŘŀǘŜ is to identify and recommend term structure and spread 

adjustment methodologies based on the euro short-ǘŜǊƳ ǊŀǘŜ όϵ{¢wύ3. These could serve as suitable 

EURIBOR fallback provisions for each financial product by taking into account a range of criteria set 

out in the document and, in addition, by considering the needs of end users. During this 

product-by-product assessment, the working group explored the feasibility of the various 

methodologies from an operational, accounting and valuation standpoint. These alternative 

ϵ{¢w-based term structure and spread adjustment methodologies could function as robust and 

resilient EURIBOR fallback provisions. While there are no plans to discontinue EURIBOR, the fallback 

measures would cover a scenario in which the benchmark were to cease permanently, and would 

also make it possible for market participants to align with the International Organization of Securities 

Commissions (IOSCO) principles for financial benchmarks and comply with Article 28(2) of the EU 

Benchmarks Regulation (BMR). 

The aim of this public consultation paper is to survey market participants, organisations representing 

market participants, and other interested stakeholders, with regard to the most appropriate 

EURIBOR fallback provisions for cash products. The paper covers: 

1) ǘƘŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ǊŀǘŜ ōŀǎŜŘ ƻƴ όŀύ ŀ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

ŦƻǊ ŜŀŎƘ ŦƛƴŀƴŎƛŀƭ ǇǊƻŘǳŎǘ ŀǎǎŜǎǎŜŘ ŀƎŀƛƴǎǘ ŀ ƭƛǎǘ ƻŦ ƪŜȅ ŎǊƛǘŜǊƛŀΣ ŀƴŘ όōύ ŀ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ 

ƳŜǘƘƻŘƻƭƻƎȅ ǳǎŜŘ ǘƻ ŀǾƻƛŘ ǇƻǘŜƴǘƛŀƭ ǾŀƭǳŜ ǘǊŀƴǎŦŜǊ ƛŦ ŀ ŦŀƭƭōŀŎƪ ƛǎ ǘǊƛƎƎŜǊŜŘΤ 

2) ǘƘŜ ƳŀǊƪŜǘ ŎƻƴǾŜƴǘƛƻƴǎ ǿƘƛŎƘ ǎƘƻǳƭŘ ōŜ ǳǎŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜ ōŀǎŜŘ ƻƴ ǘƘŜ 

ϵ{¢wΦ 

 

1  Wƻƛƴǘ ǇǊŜǎǎ ǊŜƭŜŀǎŜ ŦǊƻƳ C{a!Σ 9{a!Σ ǘƘŜ 9/. ŀƴŘ ǘƘŜ 9/ ŀƴƴƻǳƴŎƛƴƎ ǘƘŜ ƭŀǳƴŎƘ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ 

ǊŀǘŜǎΣ нм {ŜǇǘŜƳōŜǊ нлмтΦ ¢ƘŜ ŦƛǊǎǘ ƳŜŜǘƛƴƎ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƻƻƪ ǇƭŀŎŜ ƻƴ нс CŜōǊǳŀǊȅ нлмуΦ 

2  {ŜŜ ¢ŜǊƳǎ ƻŦ ǊŜŦŜǊŜƴŎŜ ŦƻǊ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΤ /ƻƳǇƻǎƛǘƛƻƴ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ 
ǊŀǘŜǎΦ 

3  ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ǎŜƭŜŎǘŜŘ ǘƘŜ ϵ{¢w ŀǎ ǘƘŜ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜ ƛƴ {ŜǇǘŜƳōŜǊ нлмуΦ ¢ƘŜ ϵ{¢w ǿƛƭƭ ōŜ 
ǳǎŜŘ ŀǎ ǘƘŜ ōŀǎƛǎ ŦƻǊ ŎƻƴǎǘǊǳŎǘƛƴƎ ŦǳǘǳǊŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ǊŀǘŜǎΣ ŀƴŘ ǊŜŦƭŜŎǘǎ ǘƘŜ ǿƘƻƭŜǎŀƭŜ ŜǳǊƻ ǳƴǎŜŎǳǊŜŘ ƻǾŜǊƴƛƎƘǘ 
ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ ƻŦ ōŀƴƪǎ ƭƻŎŀǘŜŘ ƛƴ ǘƘŜ ŜǳǊƻ ŀǊŜŀΦ Lǘ ƛǎ ŎŀƭŎǳƭŀǘŜŘ Řŀƛƭȅ ōȅ ǘƘŜ 9/. ŀƴŘ ƛǎ ōŀǎŜŘ ŜƴǘƛǊŜƭȅ ƻƴ ƎǊŀƴǳƭŀǊ 

ǎǘŀǘƛǎǘƛŎŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ŎƻƭƭŜŎǘŜŘ ƛƴ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ǘƘŜ 9/.Ωǎ aƻƴŜȅ aŀǊƪŜǘ {ǘŀǘƛǎǘƛŎŀƭ wŜǇƻǊǘƛƴƎ όaa{wύ wŜƎǳƭŀǘƛƻƴΦ 

https://www.ecb.europa.eu/press/pr/date/2017/html/ecb.pr170921_1.en.html
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/2017_11_29_terms_of_reference.pdf
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/Composition_working_group_on_euro_risk_free_rates.pdf
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/Composition_working_group_on_euro_risk_free_rates.pdf
https://www.ecb.europa.eu/press/pr/date/2018/html/ecb.pr180913.en.html
https://www.ecb.europa.eu/stats/financial_markets_and_interest_rates/money_market/html/index.en.html


 

р 
 

¢ŀōƭŜ мΦ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŦƻǊ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǎǳǊǾŜȅŜŘ ƛƴ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊ 

Products 
Corporate 

lending 

Retail 

mortgages/ 

consumer 

loans/ 

SME loans 

Current 

accounts 

Trade 

finance 

products 

Export 

and 

emerging 

markets 

finance 

products 

Debt 

securities 
Securitisations Transfer pricing model 

Investments 

funds 

(benchmarking) 

Fallback 

methodology 

recommended 

for the first 

level of the 

waterfall 

BWL 

lookback 

FWL BWL 

payment 

delay 

FWL FWL BWL 

lookback 

Depending 

on the 

underlying 

assets 

For 

corporates 

and some 

financials: 

 

FWL 

For most 

financials: 

 

 

BWL 

lookback 

FWL? 

BWL lookback? 

Fallback 

methodology 

recommended 

for the second 

level of the 

waterfall  

(if needed) 

N/A BWL last 

reset up to 

3M or BWL 

lookback 

N/A BWL 

last reset 

BWL 

Last reset 

up to 3M 

N/A Depending 

on the 

underlying 

assets 

BWL 

last reset 

N/A BWL lookback 

Spread 

adjustment 

Historical mean/median methodology 

1) (a) ϵ{¢w-based term structure methodology 

The working group considered two types of ϵ{¢w-based term structure methodology as a 

component of EURIBOR fallback measures. 

1) CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎ4 ǿƻǳƭŘ ōŜ ōŀǎŜŘ ƻƴ ǘƘŜ ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘǎ ǊŜŦŜǊŜƴŎƛƴƎ ǘƘŜ ϵ{¢w 

ŀƴŘ ǊŜŦƭŜŎǘ ƳŀǊƪŜǘ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ǘƘŜ ŜǾƻƭǳǘƛƻƴ ƻŦ ǘƘŜ ϵ{¢w ŘǳǊƛƴƎ ǘƘŜ ǳǇŎƻƳƛƴƎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ 

ǇŜǊƛƻŘΦ ¢ƘŜȅ ǿƻǳƭŘ ōŜ ƪƴƻǿƴ ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŜǊƛƻŘ5Φ 

2) .ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎ6 ŀǊŜ ōŀǎŜŘ ƻƴ ǎƛƳǇƭŜ ƳŀǘƘŜƳŀǘƛŎŀƭ ŎŀƭŎǳƭŀǘƛƻƴǎ ƻŦ ǘƘŜ ǾŀƭǳŜ ƻŦ 

Ǉŀǎǘ ǊŜŀƭƛǎŜŘ Řŀƛƭȅ ŦƛȄƛƴƎǎ ƻŦ ǘƘŜ ƻǾŜǊƴƛƎƘǘ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜ ƻǾŜǊ ŀ ƎƛǾŜƴ ǇŜǊƛƻŘ ƻŦ ǘƛƳŜΦ ¢ƘŜ ǿƻǊƪƛƴƎ 

ƎǊƻǳǇ ŀƴŀƭȅǎŜŘ ǘƘŜ ǇŀȅƳŜƴǘ ŘŜƭŀȅΣ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŎƻƴǎƛŘŜǊŜŘ 

ǾƛŀōƭŜ7 ŦƻǊ ǎǇŜŎƛŦƛŎ ŀǎǎŜǘ ŎƭŀǎǎŜǎΣ ŀƴŘ ƛǘǎ ŎƻƴŎƭǳǎƛƻƴǎ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ ǘƘƛǎ ǇǳōƭƛŎ ŎƻƴǎǳƭǘŀǘƛƻƴΦ 

.ŀǎŜŘ ƻƴ ŀƴ ŀƴŀƭȅǎƛǎ ƻŦ ǾŀǊƛƻǳǎ ǇǊŜ-ǎŜǘ ǎŜƭŜŎǘƛƻƴ ŎǊƛǘŜǊƛŀΣ ŀƴŘ ōȅ ŎƻƴǎƛŘŜǊƛƴƎ όмύ ǘƘŜ CƛƴŀƴŎƛŀƭ {ǘŀōƛƭƛǘȅ 

.ƻŀǊŘ όC{.ύ ƎǳƛŘŀƴŎŜΣ όнύ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ƛƴŎƭǳŘŜŘ ōȅ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ {ǿŀǇǎ ŀƴŘ 

5ŜǊƛǾŀǘƛǾŜǎ !ǎǎƻŎƛŀǘƛƻƴ όL{5!ύ ƛƴ ƛǘǎ нллс 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ L.hw CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭ8 ŀƴŘ όоύ ǘƘŜ 

ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻŦ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ǿƻǊƪƛƴƎ ƎǊƻǳǇǎ ƛƴ ƻǘƘŜǊ ƧǳǊƛǎŘƛŎǘƛƻƴǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀŎƪƴƻǿƭŜŘƎŜǎ 

ǘƘŀǘ ŦƻǊ ƳƻǊŜ ǎƻǇƘƛǎǘƛŎŀǘŜŘΣ Ǝƭƻōŀƭƭȅ ƻǇŜǊŀǘƛƴƎ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƘŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ 9¦wL.hw 

ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǿƻǳƭŘ ōŜ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ  

IƻǿŜǾŜǊΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀƭǎƻ ŀŎƪƴƻǿƭŜŘƎŜǎ ǘƘŀǘ ǘƘŜǊŜ Ƴŀȅ ōŜ ǎƻƳŜ ǳǎŜ ŎŀǎŜǎ ŦƻǊ ŎŜǊǘŀƛƴ ǇǊƻŘǳŎǘǎ ƻǊ 

ŦƻǊ ƭŜǎǎ ǎƻǇƘƛǎǘƛŎŀǘŜŘΣ ƭƻŎŀƭƭȅ ƻǇŜǊŀǘƛƴƎ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǿƘŜǊŜ ƛǘ ƛǎ ŎƭŜŀǊƭȅ ƴŜŎŜǎǎŀǊȅ ǘƻ ƪƴƻǿ ǘƘŜ 

ƛƴǘŜǊŜǎǘ ǊŀǘŜ ƛƴ ŀŘǾŀƴŎŜΣ ǘƘŜǊŜŦƻǊŜ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƻǳƭŘ ōŜ ōŜǘǘŜǊ 

ǎǳƛǘŜŘ ŜƴǎǳǊƛƴƎ ŀ ƘƛƎƘŜǊ ŎƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜΣ ƻǊ ŦƻǊ ǿƘƛŎƘ ŎƻƴǎƛǎǘŜƴŎȅ ǿƛǘƘ L{5!Ωǎ ǇǊƻǇƻǎŀƭǎ ŦƻǊ ŘŜǊƛǾŀǘƛǾŜ 

 

4  CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǊŜƭȅ ƻƴ ǘƘŜ ϵ{¢w ŘŜǊƛǾŀǘƛǾŜ ƳŀǊƪŜǘǎ ŀƴŘ ŎŀǇǘǳǊŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŜȄǇŜŎǘŀǘƛƻƴǎΦ 

5  {ŜŜ wŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ǇŀǘƘ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ƻƴ 

ŀ ϵ{¢w-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ мо aŀǊŎƘ нлмфΦ 

6  .ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǊŜƭȅ ƻƴ ŎƻƳǇƻǳƴŘƛƴƎ ƻŦ ǘƘŜ ϵ{¢wΦ 

7  {ŜŜ ¦ǇŘŀǘŜ ōȅ {ǳōƎǊƻǳǇ н ƻƴ ǘŜǊƳ ǊŀǘŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ нф !ǳƎǳǎǘ нлмфΦ 

8  {ŜŜ ǘƘŜ L{5! L.hw CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭΣ ǇǳōƭƛǎƘŜŘ ƻƴ но hŎǘƻōŜǊ нлнл ŀƴŘ ŜŦŦŜŎǘƛǾŜ ƻƴ нр WŀƴǳŀǊȅ нлнмΦ 

https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20190829/2019-08-29_WG_on_euro_RFR_meeting_Item_3_Update_by_Subgroup_2_on_term_rates_methodologies.pdf
http://assets.isda.org/media/3062e7b4/08268161-pdf/
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ǇǊƻŘǳŎǘǎ ƳƛƎƘǘ ōŜ ƭŜǎǎ ǊŜƭŜǾŀƴǘΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ Ƙŀǎ ƛŘŜƴǘƛŦƛŜŘ ŀ ƴǳƳōŜǊ ƻŦ ǳǎŜ ŎŀǎŜǎ ǿƘƛŎƘ ƳƛƎƘǘ 

ǊŜǉǳƛǊŜ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ ƛƴǘǊƻŘǳŎŜŘ ƻƴ ǘƘŜ ŦƛǊǎǘ ƭŜǾŜƭ ƻŦ ǘƘŜ ǿŀǘŜǊŦŀƭƭ 

ŦŀƭƭōŀŎƪΦ IƻǿŜǾŜǊΣ ŜƛǘƘŜǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ ƻǊ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ 

ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ όƻǊ ŀƴƻǘƘŜǊ Ǌƻōǳǎǘ ŀƭǘŜǊƴŀǘƛǾŜ ǎǳŎƘ ŀǎ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪ ǊŀǘŜύ ǿƻǳƭŘ ōŜ ƛƴŎƭǳŘŜŘ ƻƴ 

ǘƘŜ ǎŜŎƻƴŘ ƭŜǾŜƭ ƻŦ ǘƘŜ ǿŀǘŜǊŦŀƭƭ ǎǘǊǳŎǘǳǊŜ ƛƴ ŎŀǎŜ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿŜǊŜ 

ƴƻǘ όȅŜǘύ ŀǾŀƛƭŀōƭŜ ǿƘŜƴ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǿŀǎ ǘǊƛƎƎŜǊŜŘΦ ¢ƘŜ ǳǎŜ ŎŀǎŜǎ ŀǊŜΥ 

¶ ƳƻǊǘƎŀƎŜǎΣ ŎƻƴǎǳƳŜǊ ƭƻŀƴǎ ŀƴŘ {a9 ƭƻŀƴǎΤ 

¶ ǘǊŀŘŜ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎΣ ǿƘŜǊŜ ŦƛƴŀƴŎƛƴƎ ƛǎ ƎǊŀƴǘŜŘ ƻƴ ŀ ŘƛǎŎƻǳƴǘŜŘ ƛƴǘŜǊŜǎǘ ōŀǎƛǎΤ 

¶ ŜȄǇƻǊǘ ŀƴŘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎΣ ǿƘŜǊŜ ǘƘŜ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ƛƴǾƻƭǾŜŘ ƛƴŎƭǳŘŜ ŜȄǇƻǊǘ 

ŎǊŜŘƛǘ ŀƎŜƴŎƛŜǎ ό9/!ǎύΣ ƳǳƭǘƛƭŀǘŜǊŀƭ ŀƎŜƴŎƛŜǎΣ ǎǘŀǘŜ-ƻǿƴŜŘ ŎƻƳǇŀƴƛŜǎΣ ƎƻǾŜǊƴƳŜƴǘ ƳƛƴƛǎǘǊƛŜǎ ŀƴŘ 

ǎƻǾŜǊŜƛƎƴǎΤ  

¶ ǘǊŀƴǎŦŜǊ ǇǊƛŎƛƴƎ ƳƻŘŜƭǎ ŦƻǊ ǎƻƳŜ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƴƻƴ-ŦƛƴŀƴŎƛŀƭ ŎƻƳǇŀƴƛŜǎΦ 

Finally, the working group is seeking feedback from market participants as to which methodology ς 

forward-looking or backward-looking lookback period ς would be most appropriate for building a 

ϵ{¢w-based term structure that could function as a EURIBOR fallback provision for benchmarking 

purposes for investment funds. 

1) (b) Spread adjustment methodology 

The working group considers that by adding a ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ǘƘŜ ϵ{¢w-based term structure 

methodology market participants would establish a EURIBOR fallback that is economically 

equivalent, allowing a value-neutral transition to the extent possible if EURIBOR ceased to exist. The 

advantage of using the historical mean/median spread adjustment methodology is that it is easy to 

understand. It will also be consistent with the spread adjustment methodology that will be included 

in ISDA derivatives referencing EURIBOR and with USD and GBP-denominated cash products 

referencing LIBOR. This will facilitate ease of hedging and alignment between jurisdictions/across 

asset classes. The working group therefore considers the historic mean/median spread adjustment 

to be the most appropriate methodology for calculating a spread adjustment to be included in a 

EURIBOR fallback measure. 

2) Market conventions to be used in the calculation of the compounded term rate based on the 

ϵ{¢w 

For those cash products for which it is proposing the use of a backward-looking term structure, the 

working group recommends that market participants use the compounded average methodology, 

as described in the public consultation on the publication by the ECB of compounded term rates 

ǳǎƛƴƎ ǘƘŜ ϵ{¢w.  

With regard to market conventions, in this consultation paper the working group is seeking market 

feedback as to whether there is any appetite for using a spread adjustment and/or an all-in rate to 

(at least) facilitate a EURIBOR fallback measure consisting of (i) ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎ, as 

proposed, and (ii) a spread adjustment. 

In addition, the working group recommends using the compounded average methodology without 

including a floor (e.g. a zero floor) on ǘƘŜ Řŀƛƭȅ ϵ{¢w ǾŀƭǳŜ but applying, instead, any floor only to the 

sum of the compounded term rate the spread adjustment. 

https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200724~6aab0ffe50.en.html
https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200724~6aab0ffe50.en.html
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Third, the working group discussed two ways of determining loan interest ς either considering, or 

not considering, the principal outstanding to be a part of the compounded rate calculation 

(compounding the rate or compounding the balance). As a methodology, based on its simpler 

calculation and its consistency with the derivatives market, the working group recommends 

compounding the rate. 

Finally, in respect of the backward-looking lookback period term structure methodology, there are 

generally two ways of applying a compounded rate in a contract ς these differ in respect of the way 

ǘƘŜ Řŀƛƭȅ ϵ{¢wǎ ŀǊŜ ǿŜƛƎƘǘŜŘ, depending on whether an observation shift is applied or not. The shift 

methodology is seen as a more natural measure of interest over the period and would be consistent 

with the convention adopted for the publication of the indices across jurisdictions and by ISDA. The 

working group therefore recommends use of the backward-looking lookback period with an 

observation shift, noting that the lag approach is a viable and robust alternative for market 

participants wishing to use that approach (e.g. to ensure consistency with the USD and GBP loan 

markets). 

If the feedback received on the aspects included in this consultation paper points to market 

consensus, this will support the final recommendations from the working group. However, the 

working group would like to draw the attention of all market participants to the fact that application 

of the ǿƻǊƪƛƴƎ ƎǊƻǳǇΩǎ recommendations will be on a voluntary basis. All market participants will 

need to come to their own independent decision as to whether any suggested recommendations are 

adopted and used in their respective contracts and, if so, to what extent. 

Responses to this consultation should be sent to eurorfr@ecb.europa.eu by 15 January 2021, 17:00 

CET. The ECB provides the secretariat for the working group and is publishing the public 

consultation document in this capacity. The ECB does not, however, accept any responsibility or 

liability for the contents of the document, and the fact that the ECB provides the secretariat for the 

working group should not be taken as implying in any way that it shares the views expressed in the 

document. The ECB and the European Commission will evaluate all the responses and prepare an 

anonymised summary of the feŜŘōŀŎƪΦ ¢Ƙƛǎ ǎǳƳƳŀǊȅ ǿƛƭƭ ōŜ ǇǳōƭƛǎƘŜŘ ƻƴ ǘƘŜ 9/.Ωǎ ǿŜōǎƛǘŜ ŀƴŘ will 

be considered by the working group at its meeting on 18 February 2021. Final recommendations on 

the EURIBOR fallback measures are expected shortly thereafter. 

mailto:eurorfr@ecb.europa.eu
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Disclaimer 

This public consultation is not intended to provide operational, valuation, legal, regulatory or other 

advice, and should not be construed or relied on in any manner as such. The information (of a legal, 

factual or any other nature) included in the public consultation has not been independently verified. 

It is not comprehensive and may change. The members of the working group disclaim any obligation 

or undertaking to update of, correct, keep current or otherwise revise the content of this public 

consultation. The working group does not assume any responsibility for any use to which this 

document may be put, including any use of this document in connection with a privately negotiated 

transaction. 

This public consultation discusses a variety of options relating to the intǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-based 

fallback clauses for new contracts and financial instruments referencing EURIBOR. Recipients of this 

public consultation are responsible for making their own assessments as to the suitability of the 

various options discussed in the document. Recipients must continue to operate in an independent 

and competitive manner and they should not use the content of this document to coordinate their 

activities in breach of applicable law. 

The members of the working group, and any of their respective directors, officers, advisers, affiliates 

or representatives, shall not be deemed to have made any representation, warranty or undertaking, 

express or implied, as to, and no reliance should be placed on, the truthfulness, fairness, accuracy, 

completeness or correctness of the information and opinions contained in this document. The 

members of the working group, and any of their respective directors, officers, advisers, affiliates and 

representatives expressly disclaim any and all liability, whether direct or indirect, express or implied, 

contractual, tortious, statutory or otherwise, in connection with the accuracy, completeness and 

correctness of the information, for any of the opinions or factual information contained herein, for 

any errors, omissions or misstatements contained in this document and otherwise for any direct, 

indirect or consequential loss, damages, costs or prejudices whatsoever arising from the use of this 

document. 

The members of the working group may provide to any third party (including, but not limited to, 

authorities, clients, associations or counterparties) opinions or advice different from the content of 

this document. 

 



 

ф 
 

2 .ŀŎƪƎǊƻǳƴŘΣ ƻōƧŜŎǘƛǾŜǎ ŀƴŘ ǎŎƻǇŜ 

 .ŀŎƪƎǊƻǳƴŘ 

In 2013, IOSCO published a set of principles9 that administrators of financial benchmarks should 

comply with. Among other things, the data used to construct a benchmark determination should be 

sufficient to accurately and reliably represent the interest measured by the benchmark. Data should 

be: 

¶ ōŀǎŜŘ ƻƴ ǇǊƛŎŜǎΣ ǊŀǘŜǎΣ ƛƴŘƛŎŜǎ ƻǊ ǾŀƭǳŜǎ ǘƘŀǘ ƘŀǾŜ ōŜŜƴ ŦƻǊƳŜŘ ōȅ ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜ ŦƻǊŎŜǎ ƻŦ 

ǎǳǇǇƭȅ ŀƴŘ ŘŜƳŀƴŘΣ ƛƴ ƻǊŘŜǊ ǘƻ ǇǊƻǾƛŘŜ ŎƻƴŦƛŘŜƴŎŜ ǘƘŀǘ ǘƘŜ ǇǊƛŎŜ ŘƛǎŎƻǾŜǊȅ ǎȅǎǘŜƳ ƛǎ ǊŜƭƛŀōƭŜΤ 

¶ ŀƴŎƘƻǊŜŘ ōȅ ƻōǎŜǊǾŀōƭŜ ǘǊŀƴǎŀŎǘƛƻƴǎ ŜƴǘŜǊŜŘ ƛƴǘƻ ŀǘ ŀǊƳΩǎ ƭŜƴƎǘƘ ōŜǘǿŜŜƴ ōǳȅŜǊǎ ŀƴŘ ǎŜƭƭŜǊǎ ƛƴ 

ǘƘŜ ƳŀǊƪŜǘΣ ŦƻǊ ǘƘŜ ƛƴǘŜǊŜǎǘ ǘƘŜ ōŜƴŎƘƳŀǊƪ ƳŜŀǎǳǊŜǎΣ ǎƻ ǘƘŀǘ ǘƘŜ Řŀǘŀ Ŏŀƴ ŦǳƴŎǘƛƻƴ ŀǎ ŀ ŎǊŜŘƛōƭŜ 

ƛƴŘƛŎŀǘƻǊ ƻŦ ǇǊƛŎŜǎΣ ǊŀǘŜǎΣ ƛƴŘƛŎŜǎ ƻǊ ǾŀƭǳŜǎΦ 

By that time, the G20 had also mandated the FSB with conducting a global review of the main 

benchmarks and plans for their reform, in order to ensure that these were coherent and coordinated 

to the extent possible. To that end, the FSB established the Official Sector Steering Group (OSSG). 

In its 2014 report άReforming major interest rate benchmarksέ10 the FSB recommended: 

¶ ǎǘǊŜƴƎǘƘŜƴƛƴƎ ŜȄƛǎǘƛƴƎ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ōȅ ǳƴŘŜǊǇƛƴƴƛƴƎ ǘƘŜƳΣ ǘƻ ǘƘŜ ƎǊŜŀǘŜǎǘ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΣ 

ǿƛǘƘ ǘǊŀƴǎŀŎǘƛƻƴ ŘŀǘŀΤ 

¶ ŘŜǾŜƭƻǇƛƴƎ ŀƭǘŜǊƴŀǘƛǾŜΣ ƴŜŀǊƭȅ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎΦ 

Lƴ нлмсΣ ǘƘŜ h{{D ŦƻǊƳŀƭƭȅ ƭŀǳƴŎƘŜŘ ŀ ǘƘƛǊŘ ƳŀƧƻǊ ƛƴƛǘƛŀǘƛǾŜ ǘƻ ƛƳǇǊƻǾŜ ŎƻƴǘǊŀŎǘ ǊƻōǳǎǘƴŜǎǎ ŀƴŘ 

ŀŘŘǊŜǎǎ ǘƘŜ Ǌƛǎƪǎ ƻŦ ǿƛŘŜƭȅ-ǳǎŜŘ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ōŜƴŎƘƳŀǊƪǎ ōŜƛƴƎ ŘƛǎŎƻƴǘƛƴǳŜŘΦ ¢ƘŜ h{{D ƛƴǾƛǘŜŘ L{5! 

ǘƻ ƭŜŀŘ ǘƘƛǎ ǿƻǊƪ ŀǎ ƛǘ ǇŜǊǘŀƛƴŜŘ ǘƻ ŘŜǊƛǾŀǘƛǾŜ ŎƻƴǘǊŀŎǘǎ ς ǘƘŜ ƭŀǊƎŜǎǘ ǎƻǳǊŎŜ ƻŦ ŀŎǘƛǾƛǘȅ ŦƻǊ ǘƘŜ L.hwǎΦ 

Lƴ ǘƘŜ ŜǳǊƻ ŀǊŜŀΣ ǘƘŜǎŜ ǊŜŦƻǊƳ ŜŦŦƻǊǘǎ ǿŜǊŜ ŀŎŎŜƭŜǊŀǘŜŘ ōȅ ǘƘŜ ŀŘƻǇǘƛƻƴ ƻŦ ǘƘŜ 9¦ .ŜƴŎƘƳŀǊƪǎ 

wŜƎǳƭŀǘƛƻƴ ό.awύ11 ǿƘƛŎƘ ŎƻŘƛŦƛŜǎ ǘƘŜ Lh{/h tǊƛƴŎƛǇƭŜǎ ƛƴǘƻ 9¦ ƭŀǿΦ 

In September 2017 the ECB, the FSMA, ESMA and the European Commission announced the launch 
of the working group on euro risk-free rates12. 

The working group was tasked13 with (i) identifying risk-free rates which could serve as the basis for 

an alternative to the current benchmarks used in a variety of financial instruments and contracts in 

 

9  tǊƛƴŎƛǇƭŜǎ ŦƻǊ CƛƴŀƴŎƛŀƭ .ŜƴŎƘƳŀǊƪǎΣ Lh{hΣ Wǳƭȅ нлмоΦ 

10  wŜŦƻǊƳƛƴƎ aŀƧƻǊ LƴǘŜǊŜǎǘ wŀǘŜ .ŜƴŎƘƳŀǊƪǎΣ C{.Σ Wǳƭȅ нлмпΤ C{. tǊƻƎǊŜǎǎ ǊŜǇƻǊǘ нлмфΦ 

11  wŜƎǳƭŀǘƛƻƴ ό9¦ύ нлмсκмлмм ƻŦ ǘƘŜ 9ǳǊƻǇŜŀƴ tŀǊƭƛŀƳŜƴǘ ŀƴŘ ƻŦ ǘƘŜ /ƻǳƴŎƛƭ ƻŦ у WǳƴŜ нлмс ƻƴ ƛƴŘƛŎŜǎ ǳǎŜŘ ŀǎ ōŜƴŎƘƳŀǊƪǎ 
ƛƴ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘǊǳƳŜƴǘǎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ŎƻƴǘǊŀŎǘǎ ƻǊ ǘƻ ƳŜŀǎǳǊŜ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ ŀƴŘ ŀƳŜƴŘƛƴƎ 

5ƛǊŜŎǘƛǾŜǎ нллуκпуκ9/ ŀƴŘ нлмпκмтκ9¦ ŀƴŘ wŜƎǳƭŀǘƛƻƴ ό9¦ύ bƻ рфсκнлмп ό¢ŜȄǘ ǿƛǘƘ 99! ǊŜƭŜǾŀƴŎŜύΣ hW [ мтмΣ нфΦсΦнлмсΣ 
ǇΦмΦ  

12  {ŜŜ Wƻƛƴǘ ǇǊŜǎǎ ǊŜƭŜŀǎŜ C{a!Σ 9{a!Σ 9/. ŀƴŘ ǘƘŜ 9/Σ нм {ŜǇǘŜƳōŜǊ нлмтΦ 

13  {ŜŜ ¢ŜǊƳǎ ƻŦ wŜŦŜǊŜƴŎŜ ƻŦ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΦ 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2016.171.01.0001.01.ENG&toc=OJ:L:2016:171:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2016.171.01.0001.01.ENG&toc=OJ:L:2016:171:TOC
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf
http://www.fsb.org/2014/07/r_140722/
https://www.fsb.org/wp-content/uploads/P181219.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2016.171.01.0001.01.ENG&toc=OJ:L:2016:171:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2016.171.01.0001.01.ENG&toc=OJ:L:2016:171:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2016.171.01.0001.01.ENG&toc=OJ:L:2016:171:TOC
https://www.ecb.europa.eu/press/pr/date/2017/html/ecb.pr170921_1.en.html
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/2017_11_29_terms_of_reference.pdf
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the euro area, (ii) identifying best practices for contractual robustness, and (ii) developing adoption 

plans ς and, if necessary ς a transition plan for legacy contracts which reference existing 

benchmarks. 

EURIBOR is the commonly used term rate for euro denominated financial contracts. EURIBOR 

reflects the rate at which wholesale funds in euro can be obtained by credit institutions in EU and 

EFTA countries in the unsecured money market, and seeks to measure ōŀƴƪǎΩ Ŏƻǎǘǎ ƻŦ ōƻǊǊƻǿƛƴƎ in 

unsecured money markets. In 2016, EURIBOR was declared a critical benchmark by the European 

Commission. Its administrator, the Euro Money Markets Institute (EMMI), has conducted in-depth 

reforms in recent years in order to meet the BMR requirements, by strengthening its governance 

framework and developing a hybrid methodology in order to ground the calculation of EURIBOR, to 

the extent possible, in euro money market transactions. 

In July 2019, the supervisor of EURIBOR, the FSMA, granted authorisation14 to EMMI for EURIBOR 

under the BMR. This authorisation provides confirmation that EMMI and the EURIBOR hybrid 

methodology meet the requirements laid down in the BMR and that EURIBOR may continue to be 

used in new and legacy contracts. 

However, contracts and financial instruments which reference EURIBOR need to incorporate 

workable fallback provisions. This would reduce potential uncertainties in the event of any 

disruption to EURIBOR in the future and would be in line with the IOSCO principles for financial 

benchmarks15. For supervised entities, as well as financial instruments and contracts that fall within 

the scope of the BMR, introducing robust fallback provisions would also contribute to meeting the 

requirements laid down in Article 28(2) of the BMR. 

A part of the working gǊƻǳǇΩǎ mandate is to identify and recommend term structure and spread 

adjustment methodologies based on the ϵ{¢w RFR. These could serve as suitable EURIBOR fallback 

provisions for each financial product by taking the needs of end users into account. During this 

product-by-product assessment, the working group explored the feasibility of the various 

methodologies from an operational, accounting and valuation standpoint. These alternative 

ϵ{¢w-based term structure and spread adjustment methodologies could function as robust and 

resilient EURIBOR fallback provisions. While there are no plans to discontinue EURIBOR, the fallback 

measures would cover a scenario in which the benchmark ceased permanently, and would also make 

it possible for market participants to align with the IOSCO principles for financial benchmarks and 

comply with Article 28(2) of the BMR. 

Finally, it should be noted that on 24 July 2020, the European Commission published its Proposal for 

a Regulation of the European Parliament and of the Council amending the BMR as regards the 

exemption of certain third country foreign exchange benchmarks and the designation of 

replacement benchmarks for certain benchmarks in cessation16. It is expected that the EC Proposal 

will be the subject of interinstitutional negotiations between the European Parliament, the Council 

and the Commission during November/December 2020.  

 

14  {ŜŜ C{a! ǇǊŜǎǎ ǊŜƭŜŀǎŜΥ C{a! ŀǳǘƘƻǊƛǎŜǎ 9aaL ŀǎ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ƻŦ ǘƘŜ 9¦wL.hw ōŜƴŎƘƳŀǊƪΣ о Wǳƭȅ нлмфΦ 

15  {ŜŜ Lh{/h ǇǊƛƴŎƛǇƭŜǎ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎΣ Wǳƭȅ нлмоΦ 

16  tǊƻǇƻǎŀƭ ŦƻǊ ŀ wŜƎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ 9ǳǊƻǇŜŀƴ tŀǊƭƛŀƳŜƴǘ ŀƴŘ ƻŦ ǘƘŜ /ƻǳƴŎƛƭ ŀƳŜƴŘƛƴƎ wŜƎǳƭŀǘƛƻƴ ό9¦ύ нлмсκмлмм ŀǎ ǊŜƎŀǊŘǎ 
ǘƘŜ ŜȄŜƳǇǘƛƻƴ ƻŦ ŎŜǊǘŀƛƴ ǘƘƛǊŘ ŎƻǳƴǘǊȅ ŦƻǊŜƛƎƴ ŜȄŎƘŀƴƎŜ ōŜƴŎƘƳŀǊƪǎ ŀƴŘ ǘƘŜ ŘŜǎƛƎƴŀǘƛƻƴ ƻŦ ǊŜǇƭŀŎŜƳŜƴǘ ōŜƴŎƘƳŀǊƪǎ ŦƻǊ 

ŎŜǊǘŀƛƴ ōŜƴŎƘƳŀǊƪǎ ƛƴ ŎŜǎǎŀǘƛƻƴΣ нп Wǳƭȅ нлнлΦ 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1368&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1368&from=EN
https://ec.europa.eu/finance/docs/law/200724-benchmarks-review-proposal_en.pdf
https://ec.europa.eu/finance/docs/law/200724-benchmarks-review-proposal_en.pdf
https://www.fsma.be/en/news/fsma-authorises-emmi-administrator-euribor-benchmark
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf


 

мм 
 

According to the proposed legislation, the European Commission would be empowered to designate 

a statutory rate to replace references to a critical or otherwise systemically relevant benchmark that 

will no longer be published at a given moment in the future. In particular, the empowerment would 

ensure that statutory or mandated replacement rates published outside of the European Union 

could apply to all financial contracts, financial instruments and performance measurements tools 

entered into or used by a supervised entity subject to the BMR if fallbacks are not already stipulated. 

However, this statutory solution would be a solution of last resort and should not be interpreted 

by market participants as replacing due compliance with Article 28(2) of the BMR. 

The legislative proposal, if endorsed by the European Parliament and Council, would require that, in 

exercising the new powers, the European Commission take into account the recommendations of 

the risk-free rate working groups convened by the public authorities of the relevant currency areas 

covered by the benchmark in cessation. As the designation powers are premised on relevant working 

groups on risk-free rates recommending a replacement rate, applicable spread adjustment to avoid 

unwanted value transfer and conforming contract changes, the European Commission invited the 

working group on euro risk-free rates to address these aspects in their final recommendations17. 

 hōƧŜŎǘƛǾŜǎ ŀƴŘ ǎŎƻǇŜ 

Through this public consultation, the working group invites feedback from market participants with 

regard to the most appropriate EURIBOR fallback provisions for cash products, while taking into 

account the needs of end users. The aim is to ensure there would be a smooth transition if EURIBOR 

were discontinued. 

¢ƘŜ ŜǳǊƻ wCwΣ ǘƘŜ ϵ{¢wΣ which was recommended by the working group in September 201818, forms 

the starting point for creating a EURIBOR fallback provision. TƘŜ ϵ{¢w ǊŜŦƭŜŎǘǎ ǘƘŜ ǿƘƻƭŜǎŀƭŜ ŜǳǊƻ 

unsecured overnight borrowing costs of banks located in the euro area19. 

The next step for the working group will be to identify the most appropriate EURIBOR fallback 

methodology based on (iύ ŀ ϵ{¢w-based term structure methodology for each financial product that 

has been assessed against a list of key criteria, and (ii) a spread adjustment methodology used to 

minimise potential value transfers once the fallback has been triggered. The working group 

acknowledges the EURIBOR fallback measures for derivatives products that ISDA included in (1) the 

2006 ISDA Definitions20 for new transactions and (2) the IBOR Fallbacks Protocol for legacy 

contracts, if market participants choose to adhere to it21. 

The working group ŎƻƴǎƛŘŜǊŜŘ ǘǿƻ ǘȅǇŜǎ ƻŦ ϵ{¢w-based term structure methodology as components 

of the EURIBOR fallback provisions:  

 

17  {ŜŜ ǘƘŜ ƳƛƴǳǘŜǎ ƻŦ ǘƘŜ мл {ŜǇǘŜƳōŜǊ ²ƻǊƪƛƴƎ DǊƻǳǇ ƳŜŜǘƛƴƎΦ 

18  {ŜŜ tǊƛǾŀǘŜ ǎŜŎǘƻǊ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ǊŜŎƻƳƳŜƴŘǎ 9{¢9w ŀǎ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜΣ {ŜǇǘŜƳōŜǊ нлмуΦ 

19  ¢ƘŜ ϵ{¢w ƛǎ ŎŀƭŎǳƭŀǘŜŘ Řŀƛƭȅ ōȅ ǘƘŜ 9/. ŀƴŘ ƛǎ ŜƴǘƛǊŜƭȅ ōŀǎŜŘ ƻƴ ƎǊŀƴǳƭŀǊ ǎǘŀǘƛǎǘƛŎŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ŎƻƭƭŜŎǘŜŘ ƛƴ ŎƻƳǇƭƛŀƴŎŜ 
ǿƛǘƘ ǘƘŜ 9/.Ωǎ aƻƴŜȅ aŀǊƪŜǘ {ǘŀǘƛǎǘƛŎŀƭ wŜǇƻǊǘƛƴƎ όaa{wύ wŜƎǳƭŀǘƛƻƴΦ 

20  ¢ƘŜ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ƘŀǾŜ ōŜŜƴ ŀƳŜƴŘŜŘ ōȅ ǎŜǾŜǊŀƭ {ǳǇǇƭŜƳŜƴǘǎ ƛƴŎƭǳŘƛƴƎ ǘƘŜ L.hw CŀƭƭōŀŎƪǎ {ǳǇǇƭŜƳŜƴǘΣ 
ǇǳōƭƛǎƘŜŘ ƻƴ но hŎǘƻōŜǊ нлнл ŀƴŘ ōŜŎƻƳƛƴƎ ŜŦŦŜŎǘƛǾŜ ƻƴ нр WŀƴǳŀǊȅ нлнмΦ 

21  {ŜŜ ǘƘŜ L{5! L.hw CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭΣ ǇǳōƭƛǎƘŜŘ ƻƴ но hŎǘƻōŜǊ нлнл ŀƴŘ ŜŦŦŜŎǘƛǾŜ ƻƴ нр WŀƴǳŀǊȅ нлнмΦ 

CǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ Ƴŀȅ ōŜ ŦƻǳƴŘ ƛƴ ǘƘŜ wǳƭŜ .ƻƻƪ ǇǳōƭƛǎƘŜŘ ōȅ .ƭƻƻƳōŜǊƎΦ 

https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200910/2020_09_10_WG_on_euro_RFR_teleconference_Minutes.pdf
https://www.ecb.europa.eu/press/pr/date/2018/html/ecb.pr180913.en.html
https://www.ecb.europa.eu/stats/financial_markets_and_interest_rates/money_market/html/index.en.html
http://assets.isda.org/media/3062e7b4/23aa1658-pdf/
http://assets.isda.org/media/3062e7b4/23aa1658-pdf/
http://assets.isda.org/media/3062e7b4/08268161-pdf/
http://assets.isda.org/media/34b2ba47/c5347611-pdf/


 

мн 
 

1) ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎ22Σ ǘƘŀǘ ŎƻǳƭŘ ōŜ ōŀǎŜŘ ƻƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ǊŜŎƻƳƳŜƴŘŜŘ ƻƴ мп 

aŀǊŎƘ нлмф ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ23Τ 

2) ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎ24Σ ǘƘŀǘ ŎƻǳƭŘ ōŜ ōŀǎŜŘ ƻƴ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǇǊŜǎŜƴǘŜŘ ŘǳǊƛƴƎ ǘƘŜ 

ǿƻǊƪƛƴƎ ƎǊƻǳǇΩǎ ƳŜŜǘƛƴƎ ƻƴ нф !ǳƎǳǎǘ нлмф25Φ 

The forward-looking term structure considered in this public consultation is based on ϵ{¢w Overnight 

Index Swaps (OIS) committed quote-based methodology that was publicly examined by the working 

group in 201926 27. This methodology may become available once the OIS market based on the new 

ϵ{¢w is sufficiently developed28 to support the production of a robust benchmark by one or several 

administrator(s) that is compliant with the BMR and is accepted by the market. The main features of 

the forward-looking term structure are described in Chapter 3. 

In order to assess the backward-looking term structures, the working group took note of the eight 

possible options described in the user guide published by the FSB in June 201929. After taking into 

account various criteria applicable for euro-denominated financial products, the working group 

views three backward-looking term structures based on a ŎƻƳǇƻǳƴŘƛƴƎ ƻŦ ǘƘŜ ϵ{¢w as feasible: 

payment delay, lookback period and last reset. The main features of the backward-looking term 

structures are detailed in Chapter 4. 

Lƴ /ƘŀǇǘŜǊ рΣ ōŀǎŜŘ ƻƴ ŀ ǎŜǘ ƻŦ ǎŜƭŜŎǘƛƻƴ ŎǊƛǘŜǊƛŀΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻǳǘƭƛƴŜǎ ǘƘŜ ǇǊƻǎ ŀƴŘ Ŏƻƴǎ ƻŦ 

ŜŀŎƘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ŜŀŎƘ ŦƛƴŀƴŎƛŀƭ ǇǊƻŘǳŎǘΣ ŀƴŘ ŀǎƪǎ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ǇǊƻǾƛŘŜ 

ŦŜŜŘōŀŎƪ ƻƴ ǘƘŜ ŀǇǇǊƻǇǊƛŀǘŜ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ŜŀŎƘ ŀǎǎŜǘ ŎƭŀǎǎΦ 5ǳǊƛƴƎ ǘƘƛǎ ǇǊƻŎŜǎǎΣ 

ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƻƻƪ ƛƴǘƻ ŀŎŎƻǳƴǘ ƛǘǎ ƎŜƴŜǊŀƭ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦǊƻƳ ŀ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ŀ 

ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘƛƴƎ ǇŜǊǎǇŜŎǘƛǾŜΣ ƛΦŜΦ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŀǊŜ ŀŘǾƛǎŜŘ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ǘƘŜ ǾŀǊƛŀōƛƭƛǘȅ ƻŦ 

ŦŀƭƭōŀŎƪ ǊŀǘŜǎ ōŜǘǿŜŜƴ ŘƛŦŦŜǊŜƴǘ ŦƛƴŀƴŎƛŀƭ ǇǊƻŘǳŎǘǎ όƛƴŎƭǳŘƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎύ ƛǎ ƪŜǇǘ ǘƻ ŀ ƳƛƴƛƳǳƳ ǘƻ 

ǊŜŘǳŎŜ ƘŜŘƎƛƴƎ ƳƛǎƳŀǘŎƘ ǊƛǎƪǎΣ ǘŜŎƘƴƛŎŀƭ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ŎƘŀƭƭŜƴƎŜǎΣ ŀƴŘ ŎƻƳǇƭŜȄƛǘȅ30Φ Lƴ ŀŘŘƛǘƛƻƴΣ 

ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŎƻƴǎƛŘŜǊŜŘ ǘƘŜ ǊƻōǳǎǘƴŜǎǎκŀǾŀƛƭŀōƛƭƛǘȅΣ ƻǇŜǊŀǘƛƻƴŀƭ ŜŀǎŜΣ ŀƴŘ ŎƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜ ƻŦ 

ǘƘŜ ǊŜǎǇŜŎǘƛǾŜ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ CƛƴŀƭƭȅΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀƭǎƻ ŜȄŀƳƛƴŜŘ ǘƘŜ 

ŎƻƴǎƛǎǘŜƴŎȅ ƻŦ ǘƘŜ ǇǊƻǇƻǎŜŘ ŀǇǇǊƻŀŎƘ ŦƻǊ ŜŀŎƘ ŀǎǎŜǘ Ŏƭŀǎǎ ŀŎǊƻǎǎ ƧǳǊƛǎŘƛŎǘƛƻƴǎΦ 

 

22  CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǊŜƭȅ ƻƴ ǘƘŜ ϵ{¢w ŘŜǊƛǾŀǘƛǾŜ ƳŀǊƪŜǘǎ ŀƴŘ ŎŀǇǘǳǊŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŜȄǇŜŎǘŀǘƛƻƴǎΦ 

23  wŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻŦ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ǇŀǘƘ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ƻƴ ŀ 
ϵ{¢w-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ мо aŀǊŎƘ нлмфΦ 

24  .ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǊŜƭȅ ƻƴ ŀ ŎƻƳǇƻǳƴŘƛƴƎ ƻŦ ǘƘŜ ϵ{¢wΦ 

25 {ŜŜ ¦ǇŘŀǘŜ ōȅ {ǳōƎǊƻǳǇ н ƻƴ ǘŜǊƳ ǊŀǘŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ нф !ǳƎǳǎǘ нлмфΦ 

26  {ŜŜ {ŜŎƻƴŘ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ŘŜǘŜǊƳƛƴƛƴƎ ŀƴ 9{¢9w-ōŀǎŜŘ ǘŜǊƳ 
ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ŦŀƭƭōŀŎƪ ŦƻǊ 9¦wL.hw-ƭƛƴƪŜŘ ŎƻƴǘǊŀŎǘǎΣ нл 5ŜŎŜƳōŜǊ нлмуΦ 

27  {ŜŜ {ǳƳƳŀǊȅ ƻŦ ǊŜǎǇƻƴǎŜǎ ǘƻ ǘƘŜ ǎŜŎƻƴŘ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ŘŜǘŜǊƳƛƴƛƴƎ 
ŀƴ 9{¢9w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ŦŀƭƭōŀŎƪ ŦƻǊ 9¦wL.hw-ƭƛƴƪŜŘ ŎƻƴǘǊŀŎǘǎΣ CŜōǊǳŀǊȅ нлмфΦ 

28  hƴ ǘƘƛǎ ǎǇŜŎƛŦƛŎ ǘƻǇƛŎΣ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ Ƙŀǎ ŀƭǊŜŀŘȅ ǇǳōƭƛǎƘŜŘ ŀ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ 9hbL!Ωǎ ŎŀǎƘ ŀƴŘ ŘŜǊƛǾŀǘƛǾŜǎ 

ƳŀǊƪŜǘǎ ƭƛǉǳƛŘƛǘȅ ǘƻ ǘƘŜ ϵ{¢wΣ ǿƘƛŎƘ ƛŘŜƴǘƛŦƛŜŘ ǘƘŜ Ƴŀƛƴ ŘǊƛǾŜǊǎ ŀƴŘ ƪŜȅ ŀŎǘƛƻƴǎ ǊŜǉǳƛǊŜŘ ǘƻ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ 
ƴŜǿ ōŜƴŎƘƳŀǊƪ ǊŀǘŜΦ 

29  C{. ƻǾŜǊƴƛƎƘǘ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΥ ! ǳǎŜǊϥǎ ƎǳƛŘŜΣ п WǳƴŜ нлмфΦ 

30  {ŜŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴ мо ƻŦ ǘƘŜ wŜǇƻǊǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇƭƛŎŀǘƛƻƴǎ 
ƻŦ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ŦƻǊ 9¦wL.hwΣ мт hŎǘƻōŜǊ нлмф ŀƴŘ 
ǊŜŎƻƳƳŜƴŘŀǘƛƻƴ с ƻŦ ǘƘŜ wŜǇƻǊǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘ ƻŦ ǘƘŜ 

ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ŦƻǊ 9¦wL.hwΣ р bƻǾŜƳōŜǊ нлмфΦ 

https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20190829/2019-08-29_WG_on_euro_RFR_meeting_Item_3_Update_by_Subgroup_2_on_term_rates_methodologies.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses01_201902.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses01_201902.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_transferofliquidityfromEONIA_scashandderivativesmarketstotheeuroshorttermrate~c62c9819a5.en.pdf
https://www.fsb.org/2019/06/overnight-risk-free-rates-a-users-guide/
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_financialaccountingimplicationstransitioneoniaeurostrfallbackseuribor~6e1bb63340.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_financialaccountingimplicationstransitioneoniaeurostrfallbackseuribor~6e1bb63340.en.pdf


 

мо 
 

In Chapter 6, the working group seeks market feedback on the spread methodology to be applied to 

the EURIBOR fallback measures, and which should be included in EURIBOR-linked contracts in order 

to minimise potential value transfer if the EURIBOR fallback rate is triggered. 

In Chapter 7, the working group invites and assesses feedback on the market conventions to be used 

to calculate ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜǎ ōŀǎŜŘ ƻƴ ǘƘŜ ϵ{¢wΣ using the compounded average 

methodology as described in the ECBΩǎ public consultation and in the summary of responses to this 

public consultation. 

In conjunction with this public consultation on EURIBOR fallback rates, the working group also 

launched a public consultation on EURIBOR fallback trigger events. This is proposing a generic set of 

fallback trigger events that market participants could consider including in their contracts and in 

financial instruments referencing EURIBOR. Both consultations are launched in parallel to allow 

market participants to have a comprehensive view of the two essential elements applying to fallback 

measures, i.e. the EURIBOR fallback trigger event and the EURIBOR fallback rate. 

It is essential for the working group to obtain feedback from market participants so it can ascertain 

whether the analysis performed and the EURIBOR fallback measures identified enjoy general 

support. The ECB and the European Commission will evaluate all responses and will prepare an 

ŀƴƻƴȅƳƛǎŜŘ ǎǳƳƳŀǊȅ ƻŦ ǘƘŜ ŦŜŜŘōŀŎƪΦ ¢Ƙƛǎ ǎǳƳƳŀǊȅ ǿƛƭƭ ōŜ ǇǳōƭƛǎƘŜŘ ƻƴ ǘƘŜ 9/.Ωǎ ǿŜōǎƛǘŜ ŀƴŘ will 

be reviewed by the working group at its meeting on 18 February 2021. Final recommendations on 

EURIBOR fallback measures are expected shortly thereafter.  

While not legally binding, the ǿƻǊƪƛƴƎ ƎǊƻǳǇΩǎ recommendations could support a more 

homogeneous and consistent development of robust fallback measures for EURIBOR-linked 

contracts across market participants and segments. The widespread adoption of uniform fallback 

measures, as well as the greater ǳǎŜ ƻŦ ǘƘŜ ϵ{¢w ŀǎ ǘƘŜ ōŀǎƛǎ ŦƻǊ EURIBOR fallback measures across 

cash and derivatives market products, is expected to enhance the workability of these fallbacks in 

the event of EURIBOR cessation.  

The working group therefore strongly encourages interested stakeholders to respond to this public 

consultation, and would appreciate feedback from as broad a range of respondents as possible, 

including users of EURIBOR-linked products from different sectors and categories. 

 

https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200724~6aab0ffe50.en.html
https://www.ecb.europa.eu/pub/pdf/other/ecb.summaryresponsespublicconsultationcompoundedtermrateseuroSTR2020~79eab79a0d.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.summaryresponsespublicconsultationcompoundedtermrateseuroSTR2020~79eab79a0d.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.pubcon_EURIBORfallbacktriggerevents.202011~e3e84e2b02.en.pdf
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3 CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ƳŜǘƘƻŘƻƭƻƎȅ 

{ƛƳƛƭŀǊ ǘƻ 9¦wL.hwΣ ŀ ŦǳǘǳǊŜ ϵ{¢w-based forward-looking term rate would be available at the start of 

ŀƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ōŀǎŜŘ ƻƴ ǘƘŜ ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘǎ ǊŜŦŜǊŜƴŎƛƴƎ ǘƘŜ ϵ{¢w, includes market 

ŜȄǇŜŎǘŀǘƛƻƴǎ ƻƴ ǘƘŜ ŜǾƻƭǳǘƛƻƴ ƻŦ ǘƘŜ ϵ{¢w ŘǳǊƛƴƎ ǘƘŀǘ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ !ǎ ǘƘŜȅ ŀǊŜ ŘŜǊƛǾŜŘ Ǿƛŀ ŀƴ in 

advance methodology, forward-looking rates make cash flow forecasting easier as the next interest 

payment is known at the start of the interest period. This may be important for some products and 

clients, as Chapter 5 explainsΦ ! ƭƛǉǳƛŘ ϵ{¢w ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘ31 that provides sufficient price 

information in a reliable and transparent manner is a prerequisite for producing forward-looking 

term rates.  

On 14 March 2019, as a part of its search for suitable EURIBOR fallback provisions, the working group 

suggested that an OIS tradable quotes-ōŀǎŜŘ ƳŜǘƘƻŘƻƭƻƎȅ ŎƻǳƭŘ ōŜ ǳǎŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ŀ ϵ{¢w-based 

forward-looking term structure. The working group had analysed four possible forward-looking 

approaches, ōǳƛƭŘƛƴƎ ƻƴ ǘƘŜ ŦǳǘǳǊŜ ϵ{¢w-based derivatives markets (OIS and futures markets) that 

could be used to derive a term rate32, and its recommendation took into account the feedback 

received in response to its second public consultation33. 

The OIS quotes-based methodology uses committed tradable quotes to construct a term rate which 

represents future market expectations for the overnight ϵ{¢wΦ ¢Ƙƛǎ ƳŜǘƘƻŘƻƭƻƎȅ ǿƻǳƭŘ ǳǎŜ ǘƘŜ 

mid-ǇǊƛŎŜ ŦƻǊ ϵ{¢w hL{ ǉǳƻǘŜǎ ƻōǘŀƛƴŜŘ ŦǊƻƳ ǊŜƎǳƭŀǘŜŘ ŜƭŜŎǘǊƻƴƛŎ ǘǊŀŘƛƴƎ ǾŜƴǳŜǎ όƛΦŜΦ multilateral 

trading facilities (MTFs)). In the case of a tradable quote, the individual dealer showing this quote 

must be willing and able to transact at this specific price, for the specific volume, at exactly this point 

in time34. The benchmark could be a point-in-time fixing (for example at 11:00 CET, as is the case for 

EURIBOR) with a short predefined period for collecting the quotes. To ensure the integrity of such a 

rate, the administrator(s) would apply protection measures, which would include using randomised 

snapshots during a given data collection window, and conducting liquidity checks. The OIS 

quotes-based method relies on several technical assumptions, specifically: (i) dealers providing 

liquidity in tradable quotes for specific tenors should construct a global order book with sufficiently 

high market depth (i.e. quoted volumes), and (ii) tight bid/offers in all market conditions are needed 

in order to minimise the risk of undue impacts and to increase the robustness of the term rate. 

 

31  hƴ ǘƘƛǎ ǎǇŜŎƛŦƛŎ ǘƻǇƛŎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ Ƙŀǎ ŀƭǊŜŀŘȅ ǇǳōƭƛǎƘŜŘ ŀ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ 9hbL!Ωǎ ŎŀǎƘ ŀƴŘ ŘŜǊƛǾŀǘƛǾŜǎ 
ƳŀǊƪŜǘ ƭƛǉǳƛŘƛǘȅ ǘƻ ǘƘŜ ϵ{¢wΦ ¢Ƙƛǎ ǊŜǇƻǊǘ ƛŘŜƴǘƛŦƛŜǎ ǘƘŜ Ƴŀƛƴ ŘǊƛǾŜǊǎ ŀƴŘ ƪŜȅ ŀŎǘƛƻƴǎ ǊŜǉǳƛǊŜŘ ǘƻ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ 
ǘƘŜ ƴŜǿ ōŜƴŎƘƳŀǊƪ ǊŀǘŜΦ 

32  ¢ƘŜ ǘƘǊŜŜ ŀƭǘŜǊƴŀǘƛǾŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿŜǊŜΥ όƛύ hL{ ǘǊŀƴǎŀŎǘƛƻƴ ōŀǎŜŘΤ όƛƛύ ŀ ŎƻƳǇƻǎƛǘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŎƻƳōƛƴƛƴƎ ǘƘŜ 
ǉǳƻǘŜǎ-ōŀǎŜŘ ƳŜǘƘƻŘƻƭƻƎȅ ǿƛǘƘ ŀƴȅ ŀǾŀƛƭŀōƭŜ ǘǊŀƴǎŀŎǘƛƻƴ ŘŀǘŀΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ŎŜǊǘŀƛƴ ǿŜƛƎƘǘƛƴƎǎΤ όƛƛƛύ ŀ ŦǳǘǳǊŜǎ-ōŀǎŜŘ 
ƳŜǘƘƻŘƻƭƻƎȅΣ ŎƻƳǇǳǘƛƴƎ ǘƘŜ ǘŜǊƳ ǊŀǘŜ ōȅ ōƻƻǘǎǘǊŀǇǇƛƴƎ ōŜǘǿŜŜƴ ƻǾŜǊƭŀǇǇƛƴƎ ŜȄŎƘŀƴƎŜ-ǘǊŀŘŜŘ ϵ{¢w ŦǳǘǳǊŜǎ ƛƴ ǊŜǎǇŜŎǘ ƻŦ 

ŀ ǎŜǉǳŜƴŎŜ ƻŦ ǇǊŜŘŜŦƛƴŜŘ ƛƴǘŜǊǾŀƭǎΦ CƻǊ ŦǳǊǘƘŜǊ ōŀŎƪƎǊƻǳƴŘ ǘƻ ǘƘŜ ǎŜƭŜŎǘƛƻƴ ǎŜŜ {ŜŎƻƴŘ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ 
ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ŘŜǘŜǊƳƛƴƛƴƎ ŀƴ 9{¢9w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ŦŀƭƭōŀŎƪ ƛƴ 9¦wL.hw-ƭƛƴƪŜŘ 
ŎƻƴǘǊŀŎǘǎΦ 

33  {ŜŜ ǘƘŜ {ŜŎƻƴŘ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ŘŜǘŜǊƳƛƴƛƴƎ ŀƴ 9{¢9w-ōŀǎŜŘ ǘŜǊƳ 
ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ŦŀƭƭōŀŎƪ ƛƴ 9¦wL.hw-ƭƛƴƪŜŘ ŎƻƴǘǊŀŎǘǎ ŀƴŘ ¢ƘŜ ǎǳƳƳŀǊȅ ƻŦ ǊŜǎǇƻƴǎŜǎ ǘƻ ǘƘŜ ǎŜŎƻƴŘ ǇǳōƭƛŎ 
ŎƻƴǎǳƭǘŀǘƛƻƴΦ 

34  ¢Ƙƛǎ ŘƛŦŦŜǊǎ ŦǊƻƳ ŀƴ ƛƴŘƛŎŀǘƛǾŜ ǉǳƻǘŜΣ ǿƘŜǊŜ ǘƘŜ ƛƴǎǘƛǘǳǘƛƻƴ ƛǎ ƴƻǘ ŀŎǘǳŀƭƭȅ ǊŜǉǳƛǊŜŘ ǘƻ ǘǊŀŘŜ ŀǘ ǘƘƛǎ ƭŜǾŜƭΦ 

https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_transferofliquidityfromEONIA_scashandderivativesmarketstotheeuroshorttermrate~c62c9819a5.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201812.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses01_201902.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses01_201902.en.pdf
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The Working Group also acknowledged35 that this forward-looking term structure methodology 

would necessitate:  

1) ŀ ǎǳŎŎŜǎǎŦǳƭ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ǿƛǘƘ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǘǊŀƴǎŦŜǊ ƻŦ ƭƛǉǳƛŘƛǘȅ ǘƻ ϵ{¢w hL{ 

ƳŀǊƪŜǘǎΤ  

2) ŀ ǘǊŀƴǎǇŀǊŜƴǘ ŀƴŘ ǊŜƎǳƭŀǘŜŘ ǳƴŘŜǊƭȅƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘΣ ǎǳŎƘ ŀǎ ǘǊŀŘƛƴƎ ƻƴ a¢CǎΤ  

3) ǎǳŦŦƛŎƛŜƴǘ ǎƻǳǊŎŜǎ ƻŦ Řŀǘŀ ǘƻ ŎŀǇǘǳǊŜ Ƴƻǎǘ ƳŀǊƪŜǘ ŀŎǘƛǾƛǘȅΦ 

In addition to this, the forward-looking methodology would also necessitate (i) at least one 

authorised administrator being able to produce such rates; (ii) a sufficiently diversified distribution of 

counterparties in order to obtain a representative and non-biased rate, and (iii) authorisation by its 

supervisor. 

¢ƘŜ ŎǳǊǊŜƴǘ ƭƛǉǳƛŘƛǘȅ ƻŦ ǘƘŜ ϵSTR OIS market remains modest36. However, tƘŜ ƭƛǉǳƛŘƛǘȅ ƻŦ ǘƘŜ ϵ{¢w 

market is expected to deepen following the CCPsΩ discounting switch from EONIA to ϵ{¢w ƻƴ нт Wǳƭȅ 

2020, and is expected to increase towards the same level of liquidity observed in the current EONIA 

OIS market until such time as EONIA ceases to exist on 3 January 2022. It should be noted that since 

EONIA has changed its underlying methodology to become ŀ ǘǊŀŎƪŜǊ ǊŀǘŜ ƻŦ ϵ{¢w Ҍ 8.5 bps, the 

ƭƛǉǳƛŘƛǘȅ ǘǊŀƴǎŦŜǊ ŦǊƻƳ ǘƘŜ 9hbL! hL{ ƳŀǊƪŜǘ ǘƻ ǘƘŜ ϵ{¢w hL{ ƳŀǊƪŜǘ Ƙŀǎ ŀƭǊŜŀŘȅ taken place in 

reality, with the two markets becoming fungible from both a risk and a liquidity point of view. 

However, the high level of concentration in the current OIS market remains a concern, and a more 

diversified distribution of counterparties would enhance the development of a representative 

forward-looking term rate. Other conditions relating to market data availability, as well as potential 

agreements with the MTFs with regard to sourcing these data, remain the responsibility of the future 

administrator(s). 

Five administrators37 have expressed an ƛƴǘŜǊŜǎǘ ƛƴ ǇǊƻǾƛŘƛƴƎ ŀƴ ϵ{¢w ŦƻǊǿŀǊŘ-looking term rate in 

the future. Following the publication of a call for expressions of interest38, in October 2019 the 

working group received feedback and methodology proposals from five interested benchmark 

administrators: EMMI, FTSE Russell, ICE Benchmark Administration, Refinitiv and IHS Markit. Their 

presentations and proposals are available on the working groupΩǎ ǿŜōǎƛǘŜ39. 

In July 2020, the working group on euro risk-free rates received an update40  from the 

above-mentioned administrators on their plans, allowing market participants to better assess 

whether these rates might be feasible and, if so, under what conditions and with what possible time 

horizon. Given the ŎǳǊǊŜƴǘ ƭŀŎƪ ƻŦ ϵ{¢w-based transactions, the working group will re-assess the 

situation towards the end of 2020.  

 

35  {ŜŜ wŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ǇŀǘƘ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ƻƴ 
ŀ ϵ{¢w-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ мп aŀǊŎƘ нлмфΦ 

36  Lƴ {ŜǇǘŜƳōŜǊ нлнлΣ мΦн҈ ƻŦ ƴŜǿ ŜǳǊƻ hL{ ǾƻƭǳƳŜǎ ǿŜǊŜ ǘǊŀŘŜŘ ŀƎŀƛƴǎǘ ϵ{¢wΣ ŀŎŎƻǊŘƛƴƎ ǘƻ [/I Řŀǘŀ ǇǳōƭƛŎƭȅ ŀǾŀƛƭŀōƭŜΦ 

37  bƻǘŜ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ ƴƻǿ ƻƴƭȅ ǘƘǊŜŜ ǇƻǘŜƴǘƛŀƭ ŀŘƳƛƴƛǎǘǊŀǘƻǊǎ ŀǎ L/9 .ŜƴŎƘƳŀǊƪ !ŘƳƛƴƛǎǘǊŀǘƛƻƴ ŀƴŘ 9aaL ƘŀǾŜ ǎǳōƳƛǘǘŜŘ ŀ 
Ƨƻƛƴǘ ǇǊƻǇƻǎŀƭΣ ŀƴŘ LI{ aŀǊƪƛǘ Ƙŀǎ ǎǳǎǇŜƴŘŜŘ ǘƘŜƛǊ ǿƻǊƪ ƻƴ ŘŜǾŜƭƻǇƛƴƎ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎΦ 

38 /ŀƭƭ ŦƻǊ ŜȄǇǊŜǎǎƛƻƴǎ ƻŦ ƛƴǘŜǊŜǎǘΥ ƭƻƻƪƛƴƎ ŦƻǊ ŀƴ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ŦƻǊ ŀ ϵ{¢w-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ŀǎ ŀ ŦŀƭƭōŀŎƪ 
ƛƴ 9¦wL.hw-ƭƛƴƪŜŘ ŎƻƴǘǊŀŎǘǎΦ 

39  {ŜŜ ²ƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΦ 

40  {ǳǊǾŜȅ ǊŜǇƭƛŜǎ ƻƴ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǇǊƻŘǳŎǘƛƻƴΣ н Wǳƭȅ нлнлΦ 

https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.ecb.europa.eu/pub/pdf/annex/ecb.sp190314_annex_recommendation.en.pdf
https://www.lch.com/services/swapclear/volumes/rfr-volumes
https://www.ecb.europa.eu/paym/pdf/consultations/WG_on_euro_RFR_Call_to_benchmark_administrators_for_expressions_of_interest_in_producing_a_EUROSTR-based_forward-looking_term_structure.pdf
https://www.ecb.europa.eu/paym/pdf/consultations/WG_on_euro_RFR_Call_to_benchmark_administrators_for_expressions_of_interest_in_producing_a_EUROSTR-based_forward-looking_term_structure.pdf
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/html/index.en.html
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200702/Item_2_1_Update_administrators_forward_looking_%20term_rates_EuroSTR.pdf


 

мс 
 

For reasons of competition law, it is important to mention that the working group will not be able to 

choose or recommend a particular benchmark administrator for these forward-looking term rates41. 

Instead, any preferred administrator and forward-looking term rate will be chosen by benchmark 

users. 

 

41  {ŜŜ ǘƘŜ ƳƛƴǳǘŜǎ ƻŦ ǘƘŜ ƳŜŜǘƛƴƎ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ wCw ǊŀǘŜǎ ƻƴ мс hŎǘƻōŜǊ нлмфΦ 

https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20191016/2019_10_16_WG_on_euro_RFR_meeting_Minutes.pdf


 

мт 
 

4 .ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

 LƴǘǊƻŘǳŎǘƛƻƴ 

The following section gives an overview of the various backward-looking methodologies currently 

under consideration. aǳŎƘ ƻŦ ǘƘŜ ǎƻǳǊŎŜ ƳŀǘŜǊƛŀƭ ŦƻǊ ǘƘƛǎ ǎŜŎǘƛƻƴ ƛǎ ǘŀƪŜƴ ŦǊƻƳ ǘƘŜ C{.Ωǎ ǇŀǇŜǊ 

published in June 201942. In all cases, the methodologies are based on actual overnight RFR fixings 

and do not incorporate forward-looking expectations. In all the various methodologies (apart from 

last recent) these overnight fixings are compounded to calculate an average rate. It is important to 

note that the working group has assumed that the use of simple averaging rather than compound 

averaging would not be appropriate as it ignores the fundamental principle of the time value of 

money. Although this difference may not be significant in a low-rate environment it could become 

material in a volatile or higher-rate environment. 

The methodologies may be grouped into three main types: (1) in arrears, (2) in advance, and (3) a 

hybrid combination of in advance and in arrears. 

CƛƎǳǊŜ мΦ .ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

 

For each methodology there are two (or three in the case of the hybrid methodology) different 

periods to consider, as shown in the diagram below. The observation period is the period in which 

the overnight risk-free rates are observed and actually realised, while the interest period is the 

specific period over which the money is actually borrowed or lent. 

 

42  hǾŜǊƴƛƎƘǘ wƛǎƪ CǊŜŜ wŀǘŜǎΣ ! ¦ǎŜǊΩǎ DǳƛŘŜΣ WǳƴŜ нлмфΦ 

Backward-looking term structure 
methodologies

In arrears
Section 4.2

In advance
Section 4.3

Hybrid
Section 4.4

Plain/base 
case

Sec. 4.2.1

Payment 
delay

Sec. 4.2.2

Lockout 
period

Sec. 4.2.3

Lookback

Sec. 4.2.4

Last reset

Sec. 4.3.1

Last 
recent 

Sec. 4.3.2

Principal 
adjustment
Sec. 4.4.1 

Interest 
rollover

Sec. 4.4.2

1 2 3 4 5 6 7 8

https://www.fsb.org/wp-content/uploads/P040619-1.pdf
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CƛƎǳǊŜ нΦ /ƻƭƻǳǊ ŎƻŘƛƴƎ ŜȄǇƭŀƴŀǘƛƻƴ ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

 

Based on the colour coding above, a diagram is shown below for each methodology.  

 Lƴ ŀǊǊŜŀǊǎ 

 tƭŀƛƴκōŀǎŜ ŎŀǎŜ 

In the base case, the observation period is identical to the interest period. The notional is paid at the 

start of the period and is repaid, together with the last interest payment, on the last day of the 

contract period. A plain in arrears structure reflects the movement in interest rates over the full 

interest period, and payment is made on the day that it would naturally be due.  

IƻǿŜǾŜǊΣ ƎƛǾŜƴ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ǘƛƳƛƴƎ ƻŦ ǘƘŜ ϵ{¢w ƻƴ ¢ҌмΣ ǘƘƛǎ ƻǇǘƛƻƴ Ƙŀǎ ǘƘŜ ŘƛǎŀŘǾŀƴǘŀƎŜ ƻŦ 

requiring payment on the same day that the final payment amount is known, which creates a 

number of challenges in terms of operational cash flow management . 

CƛƎǳǊŜ оΦ tƭŀƛƴκōŀǎŜ ŎŀǎŜ ŘƛŀƎǊŀƳ 

 

 tŀȅƳŜƴǘ ŘŜƭŀȅ 

In contrast to the base case, the interest payments are delayed by a certain number of days and are, 

therefore, due the same number of days after the end of an interest period. The idea is to provide 

more time for operational cash flow management. In the last interest period, the interest payment is 

due after the repayment of the notional, which leads to a mismatch of cash flows and may be 

difficult to handle from both an operational and a credit risk perspective. 

Observation period
Period used to calculate the

average RFR

Interest period
Period for which an interest 

instalment is paid

éPayment known

éPayment date

2nd Observation 

period

Period used to calculate the 

adjustment payment

éAdjusted payment date-3M +3Mtoday

-3M +3Mtoday
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CƛƎǳǊŜ пΦ tŀȅƳŜƴǘ ŘŜƭŀȅ ŘƛŀƎǊŀƳ 

 

 [ƻŎƪƻǳǘ ƻǊ ǎǳǎǇŜƴǎƛƻƴ ǇŜǊƛƻŘ 

Lƴ ǘƘƛǎ ƻǇǘƛƻƴΣ ǘƘŜ ϵ{¢w ƛǎ ŦǊƻȊŜƴ όƻǊ άƭƻŎƪŜŘ-ƻǳǘέύ ŦƻǊ ŀ ŎŜǊǘŀƛƴ ƴǳƳōŜǊ ƻŦ Řŀȅǎ ǇǊƛƻǊ ǘƻ ǘƘŜ ŜƴŘ ƻŦ ŀƴ 

intereǎǘ ǇŜǊƛƻŘ όǘƘŜ άƭƻŎƪƻǳǘ ǇŜǊƛƻŘέύΦ 5ǳǊƛƴƎ ǘƘƛǎ ǘƛƳŜΣ ǘƘŜ ϵ{¢w ƻŦ ǘƘŜ Řŀȅ ǇǊƛƻǊ ǘƻ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ 

lockout period is applied for the remaining days of the interest period. As a result, the compounded 

ϵ{¢w Ŏŀƴ ōŜ ŎŀƭŎǳƭŀǘŜŘ ŀ number of days before the end of the interest period. This option has been 

used by some USD floating rate notes (FRNs) referencing the Secured Overnight Financing Rate 

(SOFR) with a lockout period of typically four days. A consequence of the lockout period is that the 

calculation of the interest rate might be seen as less transparent for clients and more complicated 

for product providers to implement. In addition, the option involves interest rate risk that is difficult 

ǘƻ ƘŜŘƎŜ ŘǳŜ ǘƻ ǇƻǘŜƴǘƛŀƭ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ϵ{¢w ŘǳǊƛƴƎ ǘƘŜ ƭƻŎƪƻǳǘ ǇŜǊƛod.  

CƛƎǳǊŜ рΦ [ƻŎƪƻǳǘ ƻǊ ǎǳǎǇŜƴǎƛƻƴ ǇŜǊƛƻŘ ŘƛŀƎǊŀƳ 

 

 [ƻƻƪōŀŎƪ ǇŜǊƛƻŘ 

In contrast to the base case, the observation period for the interest rate calculation starts and ends a 

certain number of days prior to the interest period. As a result, the interest payment can be 

calculated prior to the end of the interest period. This option is used by ISDA in its 2006 Definitions 

and IBOR Fallbacks Protocol, where ISDA has included EURIBOR fallbacks based on the compounded 

setting in arrears rate with a two-day lookback period43. In addition, the option is predominantly 

 

43  tƭŜŀǎŜ ƴƻǘŜ ǘƘŀǘ ƭƻƻƪōŀŎƪ Ŏŀƴ ōŜ ǳǎŜŘ ǿƛǘƘ ƻǊ ǿƛǘƘƻǳǘ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ǎƘƛŦǘΦ ¢ƘŜ ŘƛǎǘƛƴŎǘƛƻƴ ōŜǘǿŜŜƴ ǘƘŜǎŜ ǘǿƻ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƛǎ ŘƛǎŎǳǎǎŜŘ ŦǳǊǘƘŜǊ ƛƴ {ŜŎǘƛƻƴ тΦп ƻŦ ǘƘƛǎ ǇŀǇŜǊΦ 

-3M +3Mtoday

1-5 days of delay of interest 

payment

-3M +3Mtoday
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used for FRNs referencing the Sterling Overnight Index Average (SONIA) with a five-day lookback 

period, and there has also been SONIA loan activity using this option. The option involves slightly 

increased interest rate risk due to changes in the yield curve over the lifetime of the product, 

although there are ways to hedge this risk, if necessary. 

CƛƎǳǊŜ сΦ [ƻƻƪōŀŎƪ ǇŜǊƛƻŘ ŘƛŀƎǊŀƳ 

 

 Lƴ ŀŘǾŀƴŎŜ 

 [ŀǎǘ ǊŜǎŜǘ 

The last reset methodology uses the same basic calculation as the base case/payment 

delay/lookback methodologies, where the observation and interest periods are of the same duration 

and the average RFR is calculated for the whole observation period. The fundamental difference in 

the case of the last reset methodology is that the observation period referenced is the period 

immediately preceding the interest period. The exact interest rate is therefore known at the start of 

the interest period, although it references rates observed in the market from the previous period. As 

the rate is known at the start of the interest period, the interest payment date can be at the end of 

the interest period. However, this option involves interest rate risk that is difficult to hedge due to 

potential changes to the ϵ{¢w during the current interest period compared with the previous 

observation period. 

-3M +3Mtoday
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CƛƎǳǊŜ тΦ [ŀǎǘ ǊŜǎŜǘ ŘƛŀƎǊŀƳ 

 

 [ŀǎǘ ǊŜŎŜƴǘ 

In this option, a single ϵ{¢w or an averaged ϵ{¢w for a low number of days is applied for the entire 

interest period. Given the short observation period, the interest payment is already known in 

advance and is due on the last day of the interest period. In this option, the interest rate risk cannot 

be hedged using existing instruments.  

CƛƎǳǊŜ уΦ [ŀǎǘ ǊŜŎŜƴǘ ŘƛŀƎǊŀƳ 

 

 IȅōǊƛŘ ŎƻƳōƛƴŀǘƛƻƴǎ ƻŦ ƛƴ ŀǊǊŜŀǊǎ ŀƴŘ ƛƴ ŀŘǾŀƴŎŜ 

 tǊƛƴŎƛǇŀƭ ŀŘƧǳǎǘƳŜƴǘ 

This option combines a first payment (instalment payment) known at the beginning of the interest 

period with an adjustment payment known at the end. The calculation of the instalment payment 

may be based on ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w during the first observation period, which is the period 

immediately preceding the interest period. The calculation of the adjustment payment is based on 

the differential between the instalment payment and the ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w during the interest 

period and is paid at the end of the interest period by either party (i.e. an additional payment made 

by the client or a repayment made by the product provider). As a result, a part of the interest 

payment is already known at the start of the period. End users would, however, find this option very 

difficult to understand given that they would be informed of an interest payment projection at the 

beginning of the interest period and the final payment at the end of the interest period. In addition, 

the option is difficult to hedge and is also operationally and computationally complex. 

-3M +3Mtoday

-3M +3Mtoday
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CƛƎǳǊŜ фΦ tǊƛƴŎƛǇŀƭ ŀŘƧǳǎǘƳŜƴǘ ŘƛŀƎǊŀƳ 

 

 LƴǘŜǊŜǎǘ ǊƻƭƭƻǾŜǊ 

This option also combines a first payment (instalment payment) known at the beginning of the 

interest period with an adjustment payment known at the end of the interest period. The difference 

from the previous option is that the adjustment payment is delayed ς it can be made a few days later 

or at the end of the next period. End users would, however, find this option very difficult to 

understand given that they would be informed of an interest payment projection at the beginning of 

the interest period and the final payment at the end of the interest period. In addition, the option is 

difficult to hedge and is also operationally and computationally complex.  

CƛƎǳǊŜ млΦ LƴǘŜǊŜǎǘ ǊƻƭƭƻǾŜǊ ŘƛŀƎǊŀƳ 

 

 {ǳƳƳŀǊȅ ŀƴŘ ŎƻƴŎƭǳǎƛƻƴ 

The working group considered the viability of all the above backward-looking methodologies based 

on operational and computational ease, client acceptance, hedging ease and period congruency44. 

On the basis of these criteria, several methodologies were deemed non-viable and were therefore 

discarded from any further analysis of suitable EURIBOR fallback measures, for the reasons below. 

¶ ¢ƘŜ ǇƭŀƛƴκōŀǎŜ ŎŀǎŜ όǎŜŜ {ŜŎǘƛƻƴ пΦнΦмύ ƳŜǘƘƻŘƻƭƻƎȅ ǿŀǎ ŘƛǎŎŀǊŘŜŘ ŘǳŜ ǘƻ ǎƛƎƴƛŦƛŎŀƴǘ ƻǇŜǊŀǘƛƻƴŀƭ 

ŎƻƳǇƭŜȄƛǘȅΣ ŀǎ ŦƛȄƛƴƎ ŀƴŘ ǇŀȅƳŜƴǘ ǘŀƪŜ ǇƭŀŎŜ ƻƴ ǘƘŜ ǎŀƳŜ ŘŀȅΦ DƛǾŜƴ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ǘƛƳƛƴƎ ƻŦ ǘƘŜ 

 

44  {ŜŜ ¦ǇŘŀǘŜ ōȅ ǎǳōƎǊƻǳǇ н ƻƴ ǘŜǊƳ ǊŀǘŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ нф !ǳƎǳǎǘ нлмфΦ 

-3M +3Mtoday

-3M +3Mtoday

https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20190829/2019-08-29_WG_on_euro_RFR_meeting_Item_3_Update_by_Subgroup_2_on_term_rates_methodologies.pdf
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wCw ϵ{¢w ƻƴ ¢ҌмΣ ǘƘƛǎ ƻǇǘƛƻƴ ŎǊŜŀǘŜǎ ŀ ƴǳƳōŜǊ ƻŦ ŎƘŀƭƭŜƴƎŜǎ ƛƴ ǘŜǊƳǎ ƻŦ ƻǇŜǊŀǘƛƻƴŀƭ ŎŀǎƘ Ŧƭƻǿ 

ƳŀƴŀƎŜƳŜƴǘΦ 

¶ ¢ƘŜ ƭƻŎƪƻǳǘ ǇŜǊƛƻŘ όǎŜŜ {ŜŎǘƛƻƴ пΦнΦоύ ƳŜǘƘƻŘƻƭƻƎȅ ǿŀǎ ǾƛŜǿŜŘ ŀǎ ƳƻǊŜ ƻǇŜǊŀǘƛƻƴŀƭƭȅ ŎƻƳǇƭŜȄ 

ǘƘŀƴ ǘƘŜ ƭƻƻƪōŀŎƪ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ ǿŀǎ ŀƭǎƻ ǎŜŜƴ ŀǎ ŜȄǇƻǎŜŘ ǘƻ ǘƘŜ ǇƻǘŜƴǘƛŀƭƭȅ ŜȄǘǊŜƳŜ ǾŀƭǳŜǎ 

ƻŦ ŀ ǎƛƴƎƭŜ ƻǾŜǊƴƛƎƘǘ ŦƛȄƛƴƎ όŀƭǘƘƻǳƎƘ ǘƻ ŀ ƭŜǎǎŜǊ ŜȄǘŜƴǘ ǘƘŀƴ ǘƘŜ ƭŀǎǘ ǊŜŎŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅύΦ 

¶ ¢ƘŜ ƭŀǎǘ ǊŜŎŜƴǘ όǎŜŜ {ŜŎǘƛƻƴ пΦоΦнύ ƳŜǘƘƻŘƻƭƻƎȅ ǿŀǎ ǾƛŜǿŜŘ ŀǎ ǘƻƻ ŜȄǇƻǎŜŘ ǘƻ ǘƘŜ ǇƻǘŜƴǘƛŀƭƭȅ 

ŜȄǘǊŜƳŜ ǾŀƭǳŜǎ ƻŦ ŀ ǎƛƴƎƭŜ ƻǾŜǊƴƛƎƘǘ ŦƛȄƛƴƎ ƻǊ ŀ ǎƘƻǊǘ ǇŜǊƛƻŘ ƻŦ ƻǾŜǊƴƛƎƘǘ ŦƛȄƛƴƎǎ ŀǇǇƭƛŜŘ ŦƻǊ ǘƘŜ 

Ŧǳƭƭ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ 

¶ .ƻǘƘ ƘȅōǊƛŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ όǎŜŜ {ŜŎǘƛƻƴ пΦпΦм ŀƴŘ {ŜŎǘƛƻƴ пΦпΦнύ ǿŜǊŜ ŘŜŜƳŜŘ ǘƻ ōŜ ǘƻƻ 

ƻǇŜǊŀǘƛƻƴŀƭƭȅ ŀƴŘ ŎƻƳǇǳǘŀǘƛƻƴŀƭƭȅ ŎƻƳǇƭŜȄ ŦƻǊ ǿƛŘŜǎǇǊŜŀŘ ǳǎŜ ŀŎǊƻǎǎ ŀǎǎŜǘ ŎƭŀǎǎŜǎΦ 

Although the last reset (see Section 4.3.1) methodology has the clear disadvantage of inconsistency 

between the observation period and the interest period, it was decided it should still be included on 

the shortlist of potential backward-looking term structure methodologies, given that it is the only 

backward-looking option retained for which the rate is known at the beginning of the interest 

period.  

The working group therefore concluded that the options which may be considered potentially viable 

for specific asset classes and which should be subject to this public consultation are the payment 

delay (Section 4.2.2), the lookback period (See section 4.2.4) and the last reset (Section 4.3.1) 

methodologies. This is generally consistent with the practical examples already seen in the market 

and the conclusions of RFR working groups in other jurisdictions. Table 1 below provides a summary 

of the conclusions of the working group for each individual methodology. 
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¢ŀōƭŜ нΦ hǾŜǊǾƛŜǿ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

Methodology 
Operational 
ease/cash 

flow mgmt. 

Computational 
ease/mechanics 

Hedging 
ease 

Client 
acceptance 

Period 
congruency 

Examples of 
usage 

Conclusion 

 

Plain/base case 
(Section 4.2.1) 

Significant 
operational 
complexity 

Simple and 
transparent 
calculation 

Limited 
hedging 
issues 

Low Consistent 

Observed in 
some 

derivatives 
markets 

 

Payment delay 
(Section 4.2.2) 

Some 
operational 
complexity 

Simple and 
transparent 
calculation 

Limited 
hedging 
issues 

High for 
specific 

asset classes 
Consistent 

OIS derivatives 
market 

 

Lockout period 
(Section 4.2.3) 

Significant 
operational 
complexity 

Slightly higher 
complexity and 

lower 
transparency 

Relevant 
hedging 
issues 

expected 

Low 
Small 

mismatch 
SOFR FRN 
market 

 

Lookback 
period (Section 

4.2.4) 

Some 
operational 
complexity 

Simple and 
transparent 
calculation 

Hedging 
ease 

expected 

High for 
specific 
asset 

classes/users 

Small 
mismatch 

Derivattives 

SONIA FRNs, 

SONIA loans, 

SARON loans 
markets 

 

Last reset 
(Section 4.3.1) 

Operationally 
straigtforward 

Simple and 
transparent 
calculation 

No  
hedging 

possibility 

High for 
specific 
asset 

classes/users 

Inconsistent 

Proposed 
solution by 

other WGs for 
mortgages 

 

Last recent 
(Section 4.3.2) 

Operationally 
straigtforward 

Simple and 
transparent 
calculation 

No  
hedging 

possibility 
Low Inconsistent Not observed  

Principal 
adjustment 

(Section 4.4.1) 

Significant 
operational 
complexity 

More complex 
and less 

transparent 
calculation 

Relevant 
hedging 
issues 

expected 

Potentially 
low 

Becomes 
consistent 
with the 

incoporation 
of the 

adjustment 
rate 

Not observed  

Interest rollover 
(Section 4.4.2) 

Significant 
operational 
complexity 

More complex 
and less 

transparent 
calculation 

Relevant 
hedging 
issues 

expected 

Potentially 
low 

Becomes 
consistent 
with the 

incoporation 
of the 

adjustment 
rate 

Not observed 
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5 CŀƭƭōŀŎƪ ǊŀǘŜǎ ŦƻǊ 9¦wL.hwΥ ŀƴ ŀƴŀƭȅǎƛǎ ƻŦ 

ǇƻǎǎƛōƭŜ ŀƭǘŜǊƴŀǘƛǾŜǎ 

5.1 LƴǘǊƻŘǳŎǘƛƻƴ ŀƴŘ ƎŜƴŜǊŀƭ ŀǇǇǊƻŀŎƘ 

As described in Chapter 3 and Chapter 4, Figure 2 below shows the methodologies identified by the 

working group to derive ϵ{¢w-based term structures that could be used as EURIBOR fallback 

measures. 

CƛƎǳǊŜ ммΦ aŜǘƘƻŘƻƭƻƎƛŜǎ ƛƴ ǎŎƻǇŜ ŦƻǊ ǘƘŜ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ŦŀƭƭōŀŎƪ ǊŀǘŜǎ ŦƻǊ ǎǇŜŎƛŦƛŎ ŀǎǎŜǘ ŎŀǘŜƎƻǊƛŜǎΦ 

 

bƻǘŜΥ ²ƘŜƴ ǳǎƛƴƎ ǘƘŜ ǊŀǘŜǎ ƻōǘŀƛƴŜŘ ǘƘǊƻǳƎƘ ǘƘŜǎŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀǎ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴǎ ƛƴ ƭŜƎŀŎȅ ŀƴŘ ƴŜǿ 9¦wL.hw-ōŀǎŜŘ ŎƻƴǘǊŀŎǘǎΣ ŀ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ǎƘƻǳƭŘ ōŜ 
ŀŘŘŜŘ ǘƻ ƳƛǘƛƎŀǘŜ ŀƴȅ ǇƻǘŜƴǘƛŀƭ ǾŀƭǳŜ ǘǊŀƴǎŦŜǊ ƛŦ ǘƘŜ ŦŀƭƭōŀŎƪ ƛǎ ǘǊƛƎƎŜǊŜŘ όǎŜŜ /ƘŀǇǘŜǊ сύΦ 

As Chapter 3 explains, forward-looking term structure methodologies would be based on the 

ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘǎ ǊŜŦŜǊŜƴŎƛƴƎ ǘƘŜ ϵ{¢w, reflecting market expectations on the evolution of the 

ϵ{¢w ŘǳǊƛƴƎ ǘƘŜ ǳǇŎƻƳƛƴƎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŜǊƛƻŘ, and would be known at the start of the interest rate 

period. 

As Chapter 4 explains, backward-looking term structure methodologies are based on simple 

mathematical calculations of the value of past realised daily fixings of the overnight RFR over a given 

period of time. Strictly speaking, these are not new methodologies, and are in fact agreed calculation 

methods that could become available and could be used with immediate effect. The working group 

analysed the payment delay, the lookback period and the last reset methodologies it considered to 

be potentially viable for specific asset classes, and its conclusions are subject to this public 

consultation. The payment delay and lookback period are known at the end of the interest rate 

period, whereas the last reset is known at the start of the interest rate period. 

Following a list of key criteria, Chapter 5 analyses the suitability and appropriateness of these 

potentially viable term structure methodologies as EURIBOR fallbacks for different types of 

Methodologies

Backward-looking Forward-looking

Payment 

delay
Lookback

Last 

reset
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products45: corporate lending, mortgages, consumer and SME loans, current accounts, debt 

securities, securitisations and derivatives. It also includes some sector-specific analysis for trade 

finance, export and emerging markets finance and investment funds, as well as some model-specific 

analysis for the transfer pricing models. 

The analysis of the term structure methodologies to be used as EURIBOR fallback rates takes into 

account two major developments which could influence the selection of the most appropriate 

choice: (i) the EURIBOR fallback rates developed by ISDA for derivative products in the 2006 ISDA 

Definitions46 and IBOR Fallbacks Protocol47, and (ii) the guidance of public authorities, as expressed 

by the FSB. 

(i) The Results of the ISDA Supplemental Consultation on Spread and Term Adjustments, including 

Final Parameters thereof, for Fallbacks in Derivatives Referencing EUR LIBOR and EURIBOR, as well as 

other less widely used IBORs ǎƘƻǿ ōǊƻŀŘ ƳŀǊƪŜǘ ǎǳǇǇƻǊǘ ŦƻǊ L{5!Ωǎ ǇǊƻǇƻǎŜŘ ŦŀƭƭōŀŎƪs to be applied 

to EURIBOR and EUR LIBOR derivatives. The working group acknowledges the EURIBOR fallback 

measures for derivatives products that ISDA included in (1) the 2006 ISDA Definitions for new 

transactions, and (2) the IBOR Fallbacks Protocol for legacy contracts, if market participants choose 

to adhere to it48. These will therefore not form part of this public consultation. 

(ii) The FSB highlighted in its July 2018 report on interest benchmark reform that the transition to 

risk-free rates will only reduce current vulnerabilities if it addresses the core weakness of the IBORs ς 

the lack of deep and liquid underlying markets. To the extent that overnight RFRs are more strongly 

rooted in transactions than alternative measures, they represent the most robust options available 

to the market. 

At the same time, the FSB has argued that the greater robustness of overnight RFRs means they are 

a better choice of reference rate when market participants do not need forward-looking term rates. 

Finally, it should also be noted that in order to mitigate any potential value transfer if EURIBOR 

fallback provisions are triggered, a spread adjustment should be added to rates calculated using 

these term structure methodologies. An analysis of such a spread adjustment is included in Chapter 

6. 

 /ǊƛǘŜǊƛŀ ǳǎŜŘ ƛƴ ǘƘŜ ŀƴŀƭȅǎƛǎ 

In order to support the analysis conducted in this chapter to identify the most appropriate 

ϵ{¢w-based term structure methodology to be used as a EURIBOR fallback, the working group has 

identified a list of selection criteria. These criteria seek to represent the most common and 

important aspects to be considered by EURIBOR users when assessing the functionality and 

 

45  Lƴ ƻǊŘŜǊ ǘƻ ǇǊƻǇƻǎŜ ŀ ƭƛǎǘ ƻŦ ǇǊƻŘǳŎǘǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀƴŀƭȅǎŜŘ ŎǳǊǊŜƴǘ 9¦wL.hw-ǊŜŦŜǊŜƴŎŜŘ ǇǊƻŘǳŎǘǎ ŀƴŘ ƎǊƻǳǇŜŘ 

ǘƘŜǎŜ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜƛǊ Ƴŀƛƴ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ŦǊƻƳ ŀƴ ƻǇŜǊŀǘƛƻƴŀƭ ŀƴŘ ŀ ƳŀǊƪŜǘ ǎǘŀƴŘǇƻƛƴǘΦ ¢Ƙƛǎ ƭƛǎǘ ƛǎ ǎƭƛƎƘǘƭȅ ƳƻǊŜ 
ŘŜǘŀƛƭŜŘ ǘƘŀƴ ǘƘŀǘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ƻƴ ǘǊƛƎƎŜǊ ŜǾŜƴǘǎ ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇΣ ŀǎ ǘƘŜ 
ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ŦŀƭƭōŀŎƪǎ Ƙŀǎ ŀ ƴǳƳōŜǊ ƻŦ ƻǇŜǊŀǘƛƻƴŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎΦ 

46  ¢ƘŜ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ƘŀǾŜ ōŜŜƴ ŀƳŜƴŘŜŘ ōȅ ǎŜǾŜǊŀƭ {ǳǇǇƭŜƳŜƴǘǎ ƛƴŎƭǳŘƛƴƎ ǘƘŜ L.hw CŀƭƭōŀŎƪǎ {ǳǇǇƭŜƳŜƴǘΣ 
ǇǳōƭƛǎƘŜŘ ƻƴ но hŎǘƻōŜǊ нлнл ŀƴŘ ōŜŎƻƳƛƴƎ ŜŦŦŜŎǘƛǾŜ ƻƴ нр WŀƴǳŀǊȅ нлнмΦ  

47   {ŜŜ ǘƘŜ L{5! L.hw CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭΣ ǇǳōƭƛǎƘŜŘ ƻƴ но hŎǘƻōŜǊ нлнл ŀƴŘ ŜŦŦŜŎǘƛǾŜ ƻƴ нр WŀƴǳŀǊȅ нлнмΦ 

48   CǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ Ƴŀȅ ōŜ ŦƻǳƴŘ ƛƴ ǘƘŜ wǳƭŜ .ƻƻƪ ǇǳōƭƛǎƘŜŘ ōȅ .ƭƻƻƳōŜǊƎΦ 

https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.fsb.org/wp-content/uploads/P120718.pdf
http://assets.isda.org/media/3062e7b4/23aa1658-pdf/
http://assets.isda.org/media/3062e7b4/23aa1658-pdf/
http://assets.isda.org/media/3062e7b4/08268161-pdf/
http://assets.isda.org/media/34b2ba47/c5347611-pdf/
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ŦŜŀǎƛōƛƭƛǘȅ ƻŦ ϵ{¢w-based term structure methodologies that could function as EURIBOR fallback 

rates. The different methodologies might satisfy these criteria to different degrees, and the weight 

of each may also vary, depending on the market sector, business model and product category.  

The working group emphasises that this list of criteria is not intended to be exhaustive, and other 

criteria could become important under different circumstances and for specific market sectors.  

Criteria used in the analysis 

¶ wƻōǳǎǘƴŜǎǎκŀǾŀƛƭŀōƛƭƛǘȅΥ ǊŜŦŜǊǎ ǘƻ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ǊŀǘŜǎ ŀƴŎƘƻǊŜŘ ƛƴ ŀŎǘƛǾŜΣ ŘŜŜǇ ŀƴŘ ƭƛǉǳƛŘ ǳƴŘŜǊƭȅƛƴƎ 

ƳŀǊƪŜǘǎΣ ŀǎ ǿŜƭƭ ŀǎ ƛƴ ƳƻǊŜ ŀŘǾŜǊǎŜ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎΦ ¢ƘŜ ŎǊƛǘŜǊƛƻƴ ŀƭǎƻ ǊŜŦŜǊǎ ǘƻ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅΩǎ 

ƛƳƳŜŘƛŀǘŜ ŀƴŘ Řŀƛƭȅ ŀǾŀƛƭŀōƛƭƛǘȅ ǘƻ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΦ  

¶ hǇŜǊŀǘƛƻƴŀƭ ŜŀǎŜΥ ǊŜŦŜǊǎ ǘƻ ǘƘŜ ǎŎŀƭŜ ƻŦ ƻǇŜǊŀǘƛƻƴŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎ ŀƴŘ ǎȅǎǘŜƳǎ ǘƘŀǘ ƴŜŜŘ ǘƻ ōŜ ǳǇŘŀǘŜŘ 

ŀƴŘ ƛƴǘŜƎǊŀǘŜŘ ǘƻ ŀŎŎƻƳƳƻŘŀǘŜ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΣ ŜΦƎΦ L¢ ǎȅǎǘŜƳǎΣ ǎƪƛƭƭǎΣ ƪƴƻǿƭŜŘƎŜ ŀƴŘ 

ǇǊƻŎŜŘǳǊŜǎΦ 

¶ /ƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜΥ ŜǾŀƭǳŀǘŜǎ ǘƘŜ Ǌƛǎƪ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ŎƭƛŜƴǘΩǎ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ŀƴŘ ŀŎŎŜǇǘŀƴŎŜ ƻŦ ǘƘŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΦ ¢ƘŜ ƭŜǾŜƭ ƻŦ ŀŎŎŜǇǘŀƴŎŜ Ƴŀȅ ǾŀǊȅΣ ŘŜǇŜƴŘƛƴƎ ƻƴ ŎƭƛŜƴǘ ƴŜŜŘǎ ŀƴŘ ǿƘŜǘƘŜǊ ǘƘŜ 

ŎƭƛŜƴǘ ƛǎ ŀ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘ ƻǊ ŀƴ ŜƴŘ-ǳǎŜǊ όŜΦƎΦ ǊŜǘŀƛƭΣ {a9ǎ ŀƴŘ ƳǳƴƛŎƛǇŀƭƛǘƛŜǎ Ƴŀȅ 

ƘŀǾŜ ŘƛŦŦŜǊŜƴǘ ƴŜŜŘǎ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ƭŀǊƎŜ Ƴǳƭǘƛƴŀǘƛƻƴŀƭ ŎƻǊǇƻǊŀǘŜǎύΦ 

¶ IŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎΥ ŀǎǎŜǎǎŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƘŜŘƎƛƴƎ ƻŦ ǘƘŜ ŎƻǊǊŜǎǇƻƴŘƛƴƎ 

ŎŀǎƘ ǇǊƻŘǳŎǘ Ŏŀƴ ōŜ Ŝŀǎƛƭȅ ŎŀǊǊƛŜŘ ƻǳǘ ŦƻǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΣ ƛΦŜΦ ƛǘ ŜǾŀƭǳŀǘŜǎ ǘƘŜ ƭŜǾŜƭ ƻŦ 

ŎƻƴǎƛǎǘŜƴŎȅ ōŜǘǿŜŜƴ ƘŜŘƎƛƴƎ ƛƴǎǘǊǳƳŜƴǘǎ ŀƴŘ ƘŜŘƎŜŘ ƛǘŜƳǎΣ ŀƴŘ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǘǎŜƭŦ 

ŎƻǳƭŘ ŎŀǳǎŜ ƘŜŘƎƛƴƎ ƛƴŜŦŦƛŎƛŜƴŎƛŜǎΦ Lƴ ǇŀǊŀƭƭŜƭΣ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ŀƭǎƻ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ 

ŀƴŀƭȅǎŜŘ ŎƻǳƭŘ ƘŀǾŜ ŀƴȅ ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘ ǳƴŘŜǊ LCw{ф ƻǊ L!{оф ŘǳŜ ǘƻ ǇƻǘŜƴǘƛŀƭ ƘŜŘƎŜ 

ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻǊΣ ŜǾŜƴΣ ǘƘŜ ŘƛǎŎƻƴǘƛƴǳŀǘƛƻƴ ƻŦ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎΦ 

¶ hǘƘŜǊ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎΥ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ŎƻǳƭŘ ƘŀǾŜ ŀƴȅ ƻǘƘŜǊ 

ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘ ǳƴŘŜǊ LCw{ ǘƘŀǘ Ƙŀǎ ƴƻǘ ŀƭǊŜŀŘȅ ōŜŜƴ ŀŘŘǊŜǎǎŜŘ ǳƴŘŜǊ ǘƘŜ ǇǊŜǾƛƻǳǎ ŎǊƛǘŜǊƛƻƴΦ 

¶ wƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇŀŎǘǎΥ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ Ƙŀǎ ŀƴȅ ƛƳǇŀŎǘ ƻƴ Ǌƛǎƪ 

ƳƻŘŜƭǎΣ L¢ ǎȅǎǘŜƳǎΣ ǇǊƻŎŜŘǳǊŜǎ ŀƴŘ ƻǘƘŜǊ ŀǎǇŜŎǘǎ ŀŦŦŜŎǘƛƴƎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀŎǘƛǾƛǘƛŜǎΦ  

¶ /ƻƴǎƛǎǘŜƴŎȅ ǿƛǘƘ ƻǘƘŜǊ ƧǳǊƛǎŘƛŎǘƛƻƴǎ ŀƴŘ ŀŎǊƻǎǎ ŀǎǎŜǘ ŎƭŀǎǎŜǎΥ ŜǾŀƭǳŀǘŜǎ ǘƘŜ ƭŜǾŜƭ ƻŦ ŎƻƴǎƛǎǘŜƴŎȅ 

ōŜǘǿŜŜƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ŀƴŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǳǎŜŘ ŦƻǊ ƻǘƘŜǊ ŀǎǎŜǘ ŎƭŀǎǎŜǎ ƻǊ ƛƴ ƻǘƘŜǊ 

ƧǳǊƛǎŘƛŎǘƛƻƴǎΦ 
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 9Ǿŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƻƴ ǘƘŜ 

ōŀǎƛǎ ƻŦ ǘƘŜ ǎŜƭŜŎǘƛƻƴ ŎǊƛǘŜǊƛŀ 

¢ŀōƭŜ оΦ 9Ǿŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ ǎŜƭŜŎǘƛƻƴ ŎǊƛǘŜǊƛŀ 

 

The above ŜǾŀƭǳŀǘƛƻƴ ƻŦ ϵ{¢w-based term structure methodologies on the basis of the selection 

criteria is explored further below. 

1) wƻōǳǎǘƴŜǎǎκŀǾŀƛƭŀōƛƭƛǘȅ 

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ǊŜŦŜǊǎ ǘƻ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ǊŀǘŜǎ ŀƴŎƘƻǊŜŘ ƛƴ ŀŎǘƛǾŜΣ ŘŜŜǇ ŀƴŘ ƭƛǉǳƛŘ ǳƴŘŜǊƭȅƛƴƎ ƳŀǊƪŜǘǎΣ ŀǎ 

ǿŜƭƭ ŀǎ ƛƴ ƳƻǊŜ ŀŘǾŜǊǎŜ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎΦ ¢ƘŜ ŎǊƛǘŜǊƛƻƴ ŀƭǎƻ ǊŜŦŜǊǎ ǘƻ ƛǘǎ ƛƳƳŜŘƛŀǘŜ ŀƴŘ Řŀƛƭȅ 

ŀǾŀƛƭŀōƛƭƛǘȅ ǘƻ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΦ 

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

¢ƘŜ ϵ{¢w ƛǎ ŀƴ ƻǾŜǊƴƛƎƘǘ Ŧǳƭƭȅ ǘǊŀƴǎŀŎǘƛƻƴ-ōŀǎŜŘ ōŜƴŎƘƳŀǊƪ ǿƘƛŎƘ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ Ƴƻǎǘ ŀŎǘƛǾŜΣ ŘŜŜǇ 

ŀƴŘ ƭƛǉǳƛŘ ōǳŎƪŜǘ ƻŦ ǘƘŜ ǳƴǎŜŎǳǊŜŘ ŜǳǊƻ ƳƻƴŜȅ ƳŀǊƪŜǘΦ Lǘ Ƙŀǎ ōŜŜƴ ŎƻƳǇǳǘŜŘ ŀƴŘ ǇǳōƭƛǎƘŜŘ ōȅ ƛǘǎ 

ŀŘƳƛƴƛǎǘǊŀǘƻǊΣ ǘƘŜ 9/.Σ ƻƴ ŀ Řŀƛƭȅ ōŀǎƛǎ ǎƛƴŎŜ н hŎǘƻōŜǊ нлмфΦ 

¢ƘŜ ϵ{¢wΩǎ ǳƴŘŜǊƭȅƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǘǊŀƴǎǇŀǊŜƴǘ ŀƴŘ ƛƴŎƭǳŘŜǎ ŀ Řŀǘŀ ǎǳŦŦƛŎƛŜƴŎȅ ǇƻƭƛŎȅ ǿƘƛŎƘ 

ŜƴǎǳǊŜǎ ǘƘŜ ǊŀǘŜ ƛǎ ǊƻōǳǎǘΣ ŜǾŜƴ ŘǳǊƛƴƎ ǘƘŜ Ƴƻǎǘ ŀŘǾŜǊǎŜ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎΦ Lǘ ƛǎ ƎƻǾŜǊƴŜŘ ōȅ ǘƘŜ ϵ{¢w 

DǳƛŘŜƭƛƴŜ ŀƴŘ ƛǘǎ ƭŜƎŀƭ ŦǊŀƳŜǿƻǊƪ ƛǎ ƛƴ ƭƛƴŜ ǿƛǘƘ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ōŜǎǘ ǇǊŀŎǘƛŎŜǎ ŎƻǾŜǊƛƴƎ ǘƘŜ ǇǊƻǾƛǎƛƻƴ ƻŦ 

ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǘƘŜ Lh{/h tǊƛƴŎƛǇƭŜǎ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎΦ 
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¢ƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǳƴŘŜǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ŎŀƴΣ ǘƘŜǊŜŦƻǊŜΣ ōŜ 

ŎƻƴǎǘǊǳŎǘŜŘ ŀƴŘ ƳŀŘŜ ŀǾŀƛƭŀōƭŜ ƻƴ ŀ Řŀƛƭȅ ōŀǎƛǎ ōȅ ŎƻƳǇƻǳƴŘƛƴƎ ǘƘŜ ǇǳōƭƛǎƘŜŘ ϵ{¢wΦ hƴ нп Wǳƭȅ 

нлнлΣ ǘƘŜ 9/. ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ ƛǘ ƛǎ ŎƻƴǎƛŘŜǊƛƴƎ ǇǳōƭƛǎƘƛƴƎ Řŀƛƭȅ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎ ŦƻǊ ǎǘŀƴŘŀǊŘ 

ǘŜƴƻǊǎΣ ŀǎ ǿŜƭƭ ŀǎ ŀ ŎƻƳǇƻǳƴŘŜŘ ƛƴŘŜȄ ǘƻ ōŜ ǳǎŜŘ ŦƻǊ ƴƻƴ-ǎǘŀƴŘŀǊŘ ƳŀǘǳǊƛǘƛŜǎΣ ŀƴŘ ƛǘ ǎƻƭƛŎƛǘŜŘ ǘƘŜ 

ǾƛŜǿǎ ƻŦ ǘƘŜ ǇǳōƭƛŎ ōȅ ƭŀǳƴŎƘƛƴƎ ŀ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ49Φ DƛǾŜƴ ǘƘŀǘ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀǊŜ ǘƘŜ Ƴƻǎǘ Ǌƻōǳǎǘ ƻǇǘƛƻƴǎ ŀǾŀƛƭŀōƭŜ ƛƴ ǘƘŜ ƳŀǊƪŜǘΣ ǘƘŜƛǊ ƛƳƳŜŘƛŀǘŜ ŀǾŀƛƭŀōƛƭƛǘȅΣ ŀƴŘ 

ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŜ 9/. ǿƻǳƭŘ ōŜŎƻƳŜ ǘƘŜƛǊ ŀŘƳƛƴƛǎǘǊŀǘƻǊΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀǎǎŜǎǎŜŘ ǘƘŜ ǘƘǊŜŜ 

ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀǎ άŦŜŀǎƛōƭŜέ ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

 

¢ƘŜ ŎǳǊǊŜƴǘ ƭƛǉǳƛŘƛǘȅ ƻŦ ǘƘŜ ϵ{¢w OIS market remains modest50Φ IƻǿŜǾŜǊΣ ǘƘŜ ƭƛǉǳƛŘƛǘȅ ƻŦ ǘƘŜ ϵ{¢w 

ƳŀǊƪŜǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ŘŜŜǇŜƴ ŦƻƭƭƻǿƛƴƎ ǘƘŜ //tǎΩ ŘƛǎŎƻǳƴǘƛƴƎ ǎǿƛǘŎƘ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ǘƘŀǘ 

ǘƻƻƪ ǇƭŀŎŜ ƻƴ нт Wǳƭȅ нлнлΣ ŀƴŘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ƛƴŎǊŜŀǎŜ ǘƻǿŀǊŘǎ ǘƘŜ ǎŀƳŜ ƭŜǾŜƭ ƻŦ ƭƛǉǳƛŘƛǘȅ ƻōǎŜǊǾŜŘ ƛƴ 

ǘƘŜ ŎǳǊǊŜƴǘ 9hbL! hL{ ƳŀǊƪŜǘ ǳƴǘƛƭ ǎǳŎƘ ǘƛƳŜ ŀǎ ǘƘŜ 9hbL! ŎŜŀǎŜǎ ǘƻ ŜȄƛǎǘ ƻƴ о WŀƴǳŀǊȅ нлннΦ Lǘ 

ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ǎƛƴŎŜ 9hbL! Ƙŀǎ ŎƘŀƴƎŜŘ ƛǘǎ ǳƴŘŜǊƭȅƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜŎƻƳŜ ŀ ǘǊŀŎƪŜǊ ǊŀǘŜ 

ƻŦ ϵ{¢w Ҍ уΦр ōǇǎΣ ǘƘŜ ƭƛǉǳƛŘƛǘȅ ǘǊŀƴǎŦŜǊ ŦǊƻƳ ǘƘŜ 9hbL! hL{ ƳŀǊƪŜǘ ǘƻ ǘƘŜ ϵ{¢w hL{ ƳŀǊƪŜǘ Ƙŀǎ 

ŀƭǊŜŀŘȅ ǘŀƪŜƴ ǇƭŀŎŜ ƛƴ ǊŜŀƭƛǘȅΣ ǿƛǘƘ ǘƘŜ ǘǿƻ ƳŀǊƪŜǘǎ ōŜŎƻƳƛƴƎ ŦǳƴƎƛōƭŜ ŦǊƻƳ ōƻǘƘ ŀ Ǌƛǎƪ ŀƴŘ ŀ ƭƛǉǳƛŘƛǘȅ 

Ǉƻƛƴǘ ƻŦ ǾƛŜǿΦ IƻǿŜǾŜǊΣ ǘƘŜ ƘƛƎƘ ƭŜǾŜƭ ƻŦ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ hL{ ƳŀǊƪŜǘ ǊŜƳŀƛƴǎ ŀ ŎƻƴŎŜǊƴΣ 

ŀƴŘ ŀ ƳƻǊŜ ŘƛǾŜǊǎƛŦƛŜŘ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ǿƻǳƭŘ ŜƴƘŀƴŎŜ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ŀ 

ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ŀƴŘ ƴƻƴ-ōƛŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜΦ hǘƘŜǊ ŎƻƴŘƛǘƛƻƴǎ ǘƘŀǘ ƴŜŜŘ ǘƻ ōŜ ƛƴ ǇƭŀŎŜ 

ŦƻǊ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜŎƻƳŜ ŀǾŀƛƭŀōƭŜ51Σ ǊŜƭŀǘƛƴƎ ǘƻ ƳŀǊƪŜǘ Řŀǘŀ 

ŀǾŀƛƭŀōƛƭƛǘȅ ŀƴŘ ǇƻǘŜƴǘƛŀƭ ŀƎǊŜŜƳŜƴǘǎ ǿƛǘƘ ǘƘŜ a¢Cǎ ǘƻ ǎƻǳǊŎŜ ǘƘŜǎŜ ŘŀǘŀΣ ǊŜƳŀƛƴ ǘƘŜ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ƻŦ 

ǘƘŜ ŦǳǘǳǊŜ ŀŘƳƛƴƛǎǘǊŀǘƻǊόǎύΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǿƛƭƭ ǘƘŜǊŜŦƻǊŜ ŀǎƪ ǇƻǘŜƴǘƛŀƭ ŀŘƳƛƴƛǎǘǊŀǘƻǊǎ ŦƻǊ ǎǘŀǘǳǎ 

ǳǇŘŀǘŜǎΣ ƛƴ ƻǊŘŜǊ ǘƻ ƳƻƴƛǘƻǊ ŀƴŘ ŀǎǎŜǎǎ ǘƘŜ ǇǊƻƎǊŜǎǎ ǘƘŜ ŀŘƳƛƴƛǎǘǊŀǘƻǊǎ ŀǊŜ ƳŀƪƛƴƎ ƛƴ ŘŜǾŜƭƻǇƛƴƎ ŀ 

ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜΦ 

 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƴƻǘŜǎ ǘƘŜ ƎǳƛŘŀƴŎŜ ǇǊƻǾƛŘŜŘ ōȅ ǘƘŜ C{.Σ ŀǎ ƳŜƴǘƛƻƴŜŘ ƛƴ {ŜŎǘƛƻƴ рΦмΣ 

ǊŜŦŜǊǊƛƴƎ ǘƻ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŜ ƎǊŜŀǘŜǊ ǊƻōǳǎǘƴŜǎǎ ƻŦ ƻǾŜǊƴƛƎƘǘ wCwǎ ƳŀƪŜǎ ǘƘŜƳ ŀ ōŜǘǘŜǊ ŎƘƻƛŎŜ ƻŦ 

ǊŜŦŜǊŜƴŎŜ ǊŀǘŜ ŦƻǊ ǘƘƻǎŜ ŎŀǎŜǎ ƛƴ ǿƘƛŎƘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ Řƻ ƴƻǘ ǊŜǉǳƛǊŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜǎΦ 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ǇǳōƭƛŎ ŀǳǘƘƻǊƛǘƛŜǎ ŀŎǘƛƴƎ ŀǎ ƻōǎŜǊǾŜǊǎ ǘƻ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ 

ƘŀǾŜ ǊŜƛǘŜǊŀǘŜŘ ǘƘƛǎ ƎǳƛŘŀƴŎŜ ŀƴŘ ŜƳǇƘŀǎƛǎŜ ǘƘŀǘ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴǎ ǎƘƻǳƭŘ ƛƴŎƭǳŘŜ ǊŜŦŜǊŜƴŎŜǎ 

ǘƻ ŀǾŀƛƭŀōƭŜ ŀƭǘŜǊƴŀǘƛǾŜǎ ǿƘƛŎƘΣ ƛƴ ǘǳǊƴΣ ǎƘƻǳƭŘ ōŜ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ƻŦ ŀŎǘƛǾŜΣ ŘŜŜǇ ŀƴŘ ƭƛǉǳƛŘ ǳƴŘŜǊƭȅƛƴƎ 

ƳŀǊƪŜǘǎΦ 

 

CƻǊ ǘƘŜǎŜ ǊŜŀǎƻƴǎ ŀƴŘ ƎƛǾŜƴ ǘƘŀǘ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜǎ ŀǊŜ ƴƻǘ ȅŜǘ ŀǾŀƛƭŀōƭŜΣ ǘƘŜ ǿƻǊƪƛƴƎ 

ƎǊƻǳǇ ŀǎǎŜǎǎŜŘ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ŀǎ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ 

ǊŜƭŜǾŀƴǘ ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέΦ  

 

49  9/. ŀƴƴƻǳƴŎŜǎ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ƻƴ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎΣ Wǳƭȅ нлнлΦ 

50  Lƴ {ŜǇǘŜƳōŜǊ нлнлΣ мΦн҈ ƻŦ ƴŜǿ ŜǳǊƻ hL{ ǾƻƭǳƳŜǎ ǿŜǊŜ ǘǊŀŘŜŘ ŀƎŀƛƴǎǘ ϵ{¢wΣ ŀŎŎƻǊŘƛƴƎ ǘƻ [/I Řŀǘŀ ǇǳōƭƛŎƭȅ ŀǾŀƛƭŀōƭŜΦ  

51  /ƻƴŘƛǘƛƻƴǎ ŦƻǊ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜŎƻƳŜ ŀǾŀƛƭŀōƭŜ ό{ŜŜ /ƘŀǇǘŜǊ оύΥ 
мύ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢wΣ ǿƛǘƘ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǘǊŀƴǎŦŜǊ ƻŦ ƭƛǉǳƛŘƛǘȅ ǘƻ ϵ{¢w hL{ ƳŀǊƪŜǘǎΣ 

нύ ŀ ǘǊŀƴǎǇŀǊŜƴǘ ŀƴŘ ǊŜƎǳƭŀǘŜŘ ǳƴŘŜǊƭȅƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘΣ ǎǳŎƘ ŀǎ ǘǊŀŘƛƴƎ ƻƴ a¢CǎΣ 
оύ ǎǳŦŦƛŎƛŜƴǘ ǎƻǳǊŎŜǎ ƻŦ Řŀǘŀ ǘƻ ŎŀǇǘǳǊŜ Ƴƻǎǘ ƳŀǊƪŜǘ ŀŎǘƛǾƛǘȅΣ 
пύ ŀǘ ƭŜŀǎǘ ƻƴŜ ŀǳǘƘƻǊƛǎŜŘ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ŀōƭŜ ǘƻ ǇǊƻŘǳŎŜ ǎǳŎƘ ǊŀǘŜǎΣ 

рύ ŀ ǎǳŦŦƛŎƛŜƴǘƭȅ ŘƛǾŜǊǎƛŦƛŜŘ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ƛƴ ƻǊŘŜǊ ǘƻ ƻōǘŀƛƴ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ŀƴŘ ƴƻƴ-ōƛŀǎŜŘ ǊŀǘŜǎΦ 

https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200724~6aab0ffe50.en.html
https://www.lch.com/services/swapclear/volumes/rfr-volumes
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2) hǇŜǊŀǘƛƻƴŀƭ ŜŀǎŜ 

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ǊŜŦŜǊǎ ǘƻ ǘƘŜ ǎŎŀƭŜ ƻŦ ƻǇŜǊŀǘƛƻƴŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎ ŀƴŘ ǎȅǎǘŜƳǎ ǘƘŀǘ ƴŜŜŘ ǘƻ ōŜ ǳǇŘŀǘŜŘ ŀƴŘ 

ƛƴǘŜƎǊŀǘŜŘ ǘƻ ŀŎŎƻƳƳƻŘŀǘŜ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΣ ƛΦŜΦ L¢ ǎȅǎǘŜƳǎΣ ǎƪƛƭƭǎΣ ƪƴƻǿƭŜŘƎŜ ŀƴŘ 

ǇǊƻŎŜŘǳǊŜǎΦ 

!ƭƭ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ŀ ŎŜǊǘŀƛƴ ŜƭŜƳŜƴǘ ƻŦ ŀŘŀǇǘŀǘƛƻƴ ƛƴ ǘŜǊƳǎ ƻŦ L¢ ǎȅǎǘŜƳǎΣ ǇǊƻŎŜŘǳǊŜǎ 

ŀƴŘ ŜŘǳŎŀǘƛƻƴΦ IƻǿŜǾŜǊΣ ǘƘŜ ǎŎŀƭŜ ƻŦ ǘƘƛǎ ŀŘŀǇǘŀǘƛƻƴ ǾŀǊƛŜǎ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǘŜŎƘƴƛŎŀƭ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ 

ƻŦ ŜŀŎƘ ƳŜǘƘƻŘƻƭƻƎȅΦ 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŀƭǎƻ ǘŀƪŜǎ ŀƭǎƻ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ŀƴŀƭȅǎƛǎ ƛƴŎƭǳŘŜŘ ƛƴ ƛǘǎ ǊŜǇƻǊǘ ƻƴ ǘƘŜ 

Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇƭƛŎŀǘƛƻƴǎ ƻŦ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ 

ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ŦƻǊ 9¦wL.hwΣ ǎǘŀǘƛƴƎ ǘƘŀǘ άΧǘƘŜ ƳƻǊŜ ŘƛǾŜǊǎŜ ŦŀƭƭōŀŎƪ ǊŀǘŜǎ ŀŎǊƻǎǎ ŎƻƴǘǊŀŎǘǎ ŀǊŜΣ 

ǘƘŜ ƘƛƎƘŜǊ ƛǎ ǘƘŜ ƛƳǇŀŎǘ ƻƴ ǎȅǎǘŜƳǎ ƛƴ ǾƛŜǿ ƻŦ ǘƘŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘǎ ŦƻǊ ŀ 

ƳǳƭǘƛǘǳŘŜ ƻŦ ǎŎŜƴŀǊƛƻǎέΦ  

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

¢ƘŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǘƘŜ ŀǇǇƭƛŎŀōƭŜ ǊŀǘŜǎ ŎƻƳǇǳǘŜŘ ǳƴŘŜǊ ǘƘŜ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ǘƘŜ 

ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ς ƎƛǾŜƴ ǘƘŀǘ ǘƘŜǎŜ ŀǊŜ ƛƴ ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ς Ŏŀƴ ƻƴƭȅ ōŜ 

ŎŀƭŎǳƭŀǘŜŘ ŀƴŘ ƳŀŘŜ ŀǾŀƛƭŀōƭŜ ŀǘ ǘƘŜ ŜƴŘ όƻǊ ǎƘƻǊǘƭȅ ōŜŦƻǊŜ ǘƘŜ ŜƴŘύ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ CƻǊ ǘƘƛǎ 

ǊŜŀǎƻƴΣ ǇŀȅƳŜƴǘǎ Ƴŀȅ ōŜ ƳƻǊŜ ŘƛŦŦƛŎǳƭǘ ǘƻ ƳŀƴŀƎŜ ŦǊƻƳ ŀƴ ƻǇŜǊŀǘƛƻƴŀƭ ǎǘŀƴŘǇƻƛƴǘ ŀƴŘ Ƴŀȅ ƘŀǾŜ ŀ 

ƎǊŜŀǘŜǊ ƛƳǇŀŎǘ ƻƴ L¢ ǎȅǎǘŜƳǎ ŀƴŘ ƻǇŜǊŀǘƛƻƴǎΦ ¢ƘŜ ǊŜǉǳƛǊŜŘ ŎƘŀƴƎŜǎ ǘƻ L¢ ǎȅǎǘŜƳǎ ŀƴŘ ǇǊƻŎŜǎǎŜǎ ŎƻǳƭŘ 

ŎǊŜŀǘŜ ŀ ǘŜƳǇƻǊŀǊȅ ƻǇŜǊŀǘƛƻƴŀƭ ōǳǊŘŜƴΣ ŜǎǇŜŎƛŀƭƭȅ ŦƻǊ ǘƘƻǎŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ƴƻǘ ǳǎŜŘ ǘƻ ƻǇŜǊŀǘƛƴƎ 

ǿƛǘƘ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜǎ όƛǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǿƛǘƘ [L.hw ŜȄǇƻǎǳǊŜǎ ǿƛƭƭ ƘŀǾŜ 

ǘƻ Ǝƻ ǘƘǊƻǳƎƘ ŎƘŀƴƎŜǎ ƻŦ ǘƘƛǎ ƴŀǘǳǊŜ ƛƴ ŀƴȅ ŎŀǎŜ ŘǳǊƛƴƎ ǘƘŜ ǊŜǇƭŀŎŜƳŜƴǘ ƻŦ [L.hwύΦ Lƴ ŀŘŘƛǘƛƻƴΣ ƛƴ ǘƘŜ 

ŎŀǎŜ ƻŦ ǇŀȅƳŜƴǘ ŘŜƭŀȅΣ ǘƘŜ ǎŜǇŀǊŀǘƛƻƴ ƻŦ ǇǊƛƴŎƛǇŀƭ ŀƴŘ ƛƴǘŜǊŜǎǘ ǿƻǳƭŘ ŦǳǊǘƘŜǊ ƛƴŎǊŜŀǎŜ ǘƘŜ ƻǇŜǊŀǘƛƻƴŀƭ 

ōǳǊŘŜƴ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ŎŀǎƘ ǇǊƻŘǳŎǘǎ. 

hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ƭŜǎǎ ŀŘŀǇǘŀǘƛƻƴ ŜŦŦƻǊǘΣ ƎƛǾŜƴ ǘƘŀǘ ƛǘ 

ǎƘŀǊŜǎ ǎƻƳŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ǿƛǘƘ 9¦wL.hw όōƻǘƘ ŀǊŜ ǊŀǘŜǎ ŎŀƭŎǳƭŀǘŜŘ ƛƴ ŀŘǾŀƴŎŜύΦ 

¢ŀƪƛƴƎ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŀǘ ǘƘŜ 9/.Σ ŀǎ ǘƘŜ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ƻŦ ǘƘŜ ϵ{¢wΣ Ƙŀǎ ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ ƛǘ ƛƴǘŜƴŘǎ ǘƻ 

ǇǳōƭƛǎƘ όƛύ ŎƻƳǇƻǳƴŘŜŘ ǾŀƭǳŜǎ ƻŦ ǘƘŜ ϵ{¢w ŦƻǊ ǎŜƭŜŎǘŜŘ maturities52 ŀǎ ǿŜƭƭ ŀǎ όƛƛύ ŀƴ ƛƴŘŜȄ ǘƘŀǘ ǿƛƭƭ 

ŀƭƭƻǿ ǳǎŜǊǎ ǘƻ ŎƻƳǇǳǘŜ ǊŀǘŜǎ ŦƻǊ ƴƻƴ-ǎǘŀƴŘŀǊŘ ŘŀǘŜǎΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ Ƴŀȅ ƴƻǘ ōŜ ǊŜǉǳƛǊŜŘ ǘƻ 

ŎƻƳǇǳǘŜ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ƛƴ ǘƘŜƛǊ ƛƴŘƛǾƛŘǳŀƭ ǇǊƻŎŜǎǎŜǎ ŀƴŘ ǎȅǎǘŜƳǎΣ ǘƘŜǊŜōȅ ŀƭǎƻ ŀǾƻƛŘƛƴƎ 

ǇƻǘŜƴǘƛŀƭ ŘƛǎŎǊŜǇŀƴŎƛŜǎ ƛƴ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴǎΦ ¢Ƙƛǎ ŎƻǳƭŘ ŜŀǎŜ ƻǇŜǊŀǘƛƻƴŀƭ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴΦ Lǘ ǎƘƻǳƭŘ ōŜ 

ƴƻǘŜŘΣ ƘƻǿŜǾŜǊΣ ǘƘŀǘ ǎƻƳŜ ƳŀǊƪŜǘǎ Ƴŀȅ ǊŜǉǳƛǊŜ ǎȅǎǘŜƳǎ ǿƘƛŎƘ ŀŎŎƻƳƳƻŘŀǘŜ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ Řŀƛƭȅ 

ƛƴǘŜǊŜǎǘ ŀŎŎǊǳŀƭǎΣ ƻǊ Ƴŀȅ ƘŀǾŜ ƻǘƘŜǊ ŦŜŀǘǳǊŜǎΦ ¢Ƙƛǎ ŎƻǳƭŘ ƳŜŀƴ ǘƘŀǘ ǘƘŜȅ Ƴŀȅ ƴƻǘ ōŜ ŀōƭŜ ǘƻ ǊŜŦŜǊŜƴŎŜ 

ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǾŀƭǳŜǎ ƻǊ ƛƴŘŜȄΦ 

Based on all these considerations, the working group has assessed the backward-looking payment 

delay and lookback period term structure methodologies as άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ 

 

52  ¢ƘŜ ŎƻƳǇƻǳƴŘŜŘ ǾŀƭǳŜ ƻŦ ǘƘŜ ϵ{¢w ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ 9/. ƛǎ ŀǇǇƭƛŎŀōƭŜ ƛƴ ŀ ŎƻƴǘǊŀŎǘ ǘƘŀǘ ǳǎŜǎ ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ ǿƛǘƘ 
ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ǎƘƛŦǘΣ ǿƘŜǊŜ ǘƘŜ ŀǾŜǊŀƎŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ōȅ ǿŜƛƎƘǘƛƴƎ ǘƘŜ ǊŀǘŜǎ ƻŦ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ 

ǇŜǊƛƻŘ ōȅ ǘƘŜ ƴǳƳōŜǊ ƻŦ ŎŀƭŜƴŘŀǊ Řŀȅǎ ƛƴ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘΦ ¢ƘŜ ŎƻƳǇƻǳƴŘŜŘ ǾŀƭǳŜ ƻŦ ǘƘŜ ϵ{¢w ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ 
9/. ƛǎ ƴƻǘ ŀǇǇƭƛŎŀōƭŜ ƛƴ ŀ ŎƻƴǘǊŀŎǘ ǘƘŀǘ ǳǎŜǎ ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ ǿƛǘƘƻǳǘ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ǎƘƛŦǘ όŀ ƭŀƎ ŀǇǇǊƻŀŎƘύΣ ƛƴ 
ǿƘƛŎƘ ŎŀǎŜ ǘƘŜ ŀǾŜǊŀƎŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ōȅ ǿŜƛƎƘǘƛƴƎ ǘƘŜ ǊŀǘŜǎ ƻŦ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ōȅ ǘƘŜ ƴǳƳōŜǊ ƻŦ 

ŎŀƭŜƴŘŀǊ Řŀȅǎ ƛƴ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŜǊƛƻŘΦ 

https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
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ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέ ŀƴŘ ǘƘŜ ōŀŎƪǿŀǊŘ-looking last reset ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ άŦŜŀǎƛōƭŜ 

ǿƛǘƘ ǎƻƳŜ ƳƛƴƻǊ ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

¢ƘŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƛǎ ǘƘŀǘ ƛǘ ŀƭƭƻǿǎ ǳǎŜǊǎ ǘƻ ƪƴƻǿ ǘƘŜ ŀǇǇƭƛŎŀōƭŜ ǊŀǘŜ 

ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŜǊƛƻŘΦ CƻǊ ǘƘƛǎ ǊŜŀǎƻƴΣ it is easier to manage payments from an 

operational standpoint and there is less impact on IT systems and operations. As this is the 

ƳŜǘƘƻŘƻƭƻƎȅ ǘƘŀǘ ƛǎ Ƴƻǎǘ ǎƛƳƛƭŀǊ ǘƻ 9¦wL.hwΣ ǿƘƛŎƘ ƛǎ ŀƭǎƻ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 

ŎƻƴǎƛŘŜǊǎ ƛǘǎ ƻǇŜǊŀǘƛƻƴŀƭ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜέΣ ǿƛǘƘ ƭŜǎǎ ƛƳǇŀŎǘ ǘƘŀƴ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ 

3) /ƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜ 

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ŜǾŀƭǳŀǘŜǎ ǘƘŜ Ǌƛǎƪ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ŎƭƛŜƴǘΩǎ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ŀƴŘ ŀŎŎŜǇǘŀƴŎŜ ƻŦ ǘƘŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΦ ¢ƘŜ ƭŜǾŜƭ ƻŦ ŀŎŎŜǇǘŀƴŎŜ Ƴŀȅ ǾŀǊȅΣ ŘŜǇŜƴŘƛƴƎ ƻƴ ŎƭƛŜƴǘ ƴŜŜŘǎ ŀƴŘ ǿƘŜǘƘŜǊ ǘƘŜ 

ŎƭƛŜƴǘ ƛǎ ŀ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘ ƻǊ ŀƴ ŜƴŘ-ǳǎŜǊ ŎƭƛŜƴǘ όŜΦƎΦ ǊŜǘŀƛƭΣ {a9ǎ ŀƴŘ ƳǳƴƛŎƛǇŀƭƛǘƛŜǎ 

Ƴŀȅ ƘŀǾŜ ŘƛŦŦŜǊŜƴǘ ƴŜŜŘǎ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ƭŀǊƎŜ Ƴǳƭǘƛƴŀǘƛƻƴŀƭ ŎƻǊǇƻǊŀǘŜǎύΦ 

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

hƴ нп Wǳƭȅ нлнл ǘƘŜ 9/. ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ ƛǘ ǿŀǎ ŎƻƴǎƛŘŜǊƛƴƎ ǇǳōƭƛǎƘƛƴƎ ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜǎΣ ŀƴŘ 

ǘƘŀǘ ƛǘ ǿŀǎ ǎƻƭƛŎƛǘƛƴƎ ǘƘŜ ǾƛŜǿǎ ƻŦ ǘƘŜ ǇǳōƭƛŎ ǘƘǊƻǳƎƘ ŀ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ53. ¢ƘǊƻǳƎƘ ǘƘƛǎ ǇǊƻŎŜǎǎ ǘƘŜ 

9/. ǇǊƻǾƛŘŜŘ Ŧǳƭƭ ǘǊŀƴǎǇŀǊŜƴŎȅ ƻƴ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ǳǎŜŘ ǘƻ ŎƻƳǇǳǘŜ ǘƘŜ 

ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎΣ ǘƘŜǊŜōȅ ŜƴǎǳǊƛƴƎ ǘƘŀǘ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜǎ ǿŜǊŜ ōŜǘǘŜǊ ǳƴŘŜǊǎǘƻƻŘΦ 

tǳōƭƛŎŀǘƛƻƴ ōȅ ǘƘŜ 9/. ǿƻǳƭŘ ŀƭǎƻ ŦǊŜŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŦǊƻƳ ƘŀǾƛƴƎ ǘƻ ŎƻƳǇǳǘŜ ǘƘŜǎŜ ǊŀǘŜǎ 

ǘƘŜƳǎŜƭǾŜǎ ŀƴŘ ŜȄǇƭŀƛƴ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ǘƘŜƛǊ ƛƴŘƛǾƛŘǳŀƭ ŎƭƛŜƴǘǎΦ 

It should be noted that in some cases it may not be feasible to use published sources of this 

type, given the characteristics of specific products (e.g. syndicated loans which have daily floors 

due to the absence of a floor in the proposed index and compounded rates). Lƴ ŀŘŘƛǘƛƻƴΣ ƛƴ ǘƘŜ 

ƻǇƛƴƛƻƴ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇΣ ŀƭǘƘƻǳƎƘ ǇǊƻǾƛŘƛƴƎ ǘƘŜ ϵ{¢w ŎƻƳǇƻǳƴŘŜŘ ōȅ ǘƘŜ 9/. ŀƭǎƻ ŜƴƘŀƴŎŜǎ ƛǘǎ 

ŀŎŎŜǇǘŀƴŎŜ ōȅ ŎƭƛŜƴǘǎΣ ǘƘŜ ƛƴ ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ όǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘύ ǎǘƛƭƭ ǇƻǎŜ 

ǎƻƳŜ ŀŎŎŜǇǘŀƴŎŜ ŎƘŀƭƭŜƴƎŜǎΣ ŜǎǇŜŎƛŀƭƭȅ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ƭŜǎǎ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ŎƭƛŜƴǘǎΦ Lƴ ƎŜƴŜǊŀƭΣ ŎƭƛŜƴǘǎ 

ǇǊŜŦŜǊ ǘƻ know ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ŀƳƻǳƴǘ ŘǳŜ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ǇŜǊƛƻŘΣ ǎƻ ǘƘŜȅ Ŏŀƴ ƳŀƴŀƎŜ ǘƘŜƛǊ ŎŀǎƘ ǇƻǎƛǘƛƻƴǎΦ ²ƛǘƘ ǘƘŜ ƛƴ ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ǘƘƛǎ ƛƴŦƻǊƳŀǘƛƻƴ 

Ŏŀƴ ƻƴƭȅ ōŜ ŎŀƭŎǳƭŀǘŜŘ ŀ ƭƛƳƛǘŜŘ ƴǳƳōŜǊ ƻŦ Řŀȅǎ ōŜŦƻǊŜ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŀȅƳŜƴǘ ŘŀǘŜΣ ƛƳǇŀŎǘƛƴƎ ŎƭƛŜƴǘǎΩ 

ƭƛǉǳƛŘƛǘȅ ǇƭŀƴƴƛƴƎΦ !ƭǘƘƻǳƎƘ ƛǘ ƛǎ ǎǘƛƭƭ ǇƻǎǎƛōƭŜ ǘƻ ŎŀǊǊȅ ƻǳǘ ƭƛǉǳƛŘƛǘȅ ǇƭŀƴƴƛƴƎΣ ǘƘƛǎ ǿƻǳƭŘ ōŜ ŘƻƴŜ ǿƛǘƘ 

ƭŜǎǎ ǇǊŜŎƛǎƛƻƴ ǘƘŀƴ ǳƴŘŜǊ ŀƴȅ ŦƛȄƛƴƎ-ƛƴ-ŀŘǾŀƴŎŜ ƳŜǘƘƻŘƻƭƻƎȅ ǎǳŎƘ ŀǎ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƻǊ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŜȄǇƭƻǊŜŘ ǇƻǘŜƴǘƛŀƭ ƛǎǎǳŜǎ ǊŜƭŀǘƛƴƎ ǘƻ ǘƘŜ ǇƻǎǎƛōƭŜ ƴƻƴ-ŎƻƳǇƭƛŀƴŎŜ ƻŦ 

ǎƻƳŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿƛǘƘ ŎƛǾƛƭ ƭŀǿ ƛƴ ǎƻƳŜ 9¦ ŎƻǳƴǘǊƛŜǎΦ ¢Ƙƛǎ ƛǎ ōŜŎŀǳǎŜΥ όƛύ ǎƻƳŜ 

ŎƻƴǎǳƳŜǊ ǇǊƻǘŜŎǘƛƻƴ ǇǊƻǾƛǎƛƻƴǎ ƳŀƪŜ ƛǘ ƳŀƴŘŀǘƻǊȅ ŦƻǊ ǘƘŜ ǊŜǘŀƛƭ ǇŀǊǘȅ ǘƻ ƪƴƻǿ ƛǘǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ 

ǇŀȅƳŜƴǘ ƛƴ ŀŘǾŀƴŎŜ όƛΦŜΦ ƛƴ ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ Ƴŀȅ ōŜ ǇǊƻōƭŜƳŀǘƛŎ ǳƴƭŜǎǎ ŀ ǎǳŦŦƛŎƛŜƴǘ ǇŀȅƳŜƴǘ 

ŘŜƭŀȅ ŀǇǇƭƛŜǎύΣ όƛƛύ ǘƘŜǊŜ ƛǎ ǘƘŜ Ǌƛǎƪ ǘƘŀǘ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ŦƻǊ ǿƘƛŎƘ ǘƘŜ wCw ƛǎ 

 

53  9/. ŀƴƴƻǳƴŎŜǎ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ƻƴ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎΣ Wǳƭȅ нлнлΦ 
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ŎŀƭŎǳƭŀǘŜŘ ǳǎƛƴƎ ŀ ŎƻƳǇƻǳƴŘŜŘ ŀǾŜǊŀƎŜΣ Ƴŀȅ ōŜ ƛƴǘŜǊǇǊŜǘŜŘ ŀǎ ŎƘŀǊƎƛƴƎ ƛƴǘŜǊŜǎǘ ƻƴ ƛƴǘŜǊŜǎǘΣ ŀ 

ǇǊŀŎǘƛŎŜ ǘƘŀǘ ƛǎ ǊŜǎǘǊƛŎǘŜŘ ƻǊ ŜǾŜƴ ōŀƴƴŜŘ ƛƴ ǎƻƳŜ 9ǳǊƻǇŜŀƴ ƧǳǊƛǎŘƛŎǘƛƻƴǎ όΨΩŀƴŀǘƻŎƛǎƳΩΩύΦ  

¢ƘŜ ƭŀǘǘŜǊ ƛǎǎǳŜ ŀǇǇƭƛŜǎ ǘƻ ŀƭƭ ŎƻƳǇƻǳƴŘŜŘ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ όƛƴŎƭǳŘƛƴƎ ǘƘŜ {hCw ŀƴŘ ǘƘŜ {hbL!ύΦ Lǘ ŎƻǳƭŘ 

ōŜ ŀǊƎǳŜŘ ǘƘŀǘ ŀ ŎƻƳǇƻǳƴŘŜŘ wCw ŘƻŜǎ ƴƻǘ ƛƳǇƻǎŜ άƛƴǘŜǊŜǎǘ ƻƴ ƛƴǘŜǊŜǎǘΩΩΣ ōǳǘ ƛǎ ƛƴǎǘŜŀŘ ŀ 

ƳŀǘƘŜƳŀǘƛŎŀƭ ŦƻǊƳǳƭŀ ǳǎŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ǊŀǘŜ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ŘǳŜ ŦƻǊ ŀ ǇǊŜŘŜŦƛƴŜŘ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ 

¢ƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ wCw ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ŦƻǊ 

ǘǊŀƴǎŀŎǘƛƻƴǎ ǳǎƛƴƎ ŀƴ ƻǾŜǊƴƛƎƘǘ wCwΣ ǿƘŜǊŜ ǘƘŜ ƛƴǘŜǊŜǎǘ ŀƳƻǳƴǘ ƛǎ ǇŀƛŘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ǇŜǊƛƻŘ ŀƴŘ ƴƻǘ ƻƴ ŀ Řŀƛƭȅ ōŀǎƛǎΦ /ƻƳǇƻǳƴŘŜŘ ǊŀǘŜǎ ŀǊŜ ǿƛŘŜƭȅ ǳǎŜŘ ƛƴ ŦƛƴŀƴŎƛŀƭ ǇǊƻŘǳŎǘǎΣ ŜΦƎΦ ƛƴ ǘƘŜ 

ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ hL{ ǊŀǘŜǎΦ IƻǿŜǾŜǊΣ ǘƘŜǊŜ ƛǎ ŎǳǊǊŜƴǘƭȅ ƴƻ ŎŀǎŜ ƭŀǿ ƛƴ ǇƭŀŎŜ ǘƻ ŎƻƴŦƛǊƳ ǘƘƛǎ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴΣ 

ǎƻ ǇƻǘŜƴǘƛŀƭ ƭŜƎŀƭ Ǌƛǎƪ ǎƘƻǳƭŘ ƴƻǘ ōŜ ŎƻƳǇƭŜǘŜƭȅ ŘƛǎǊŜƎŀǊŘŜŘ ƛƴ ǘƘŜ ǊŜƭŜǾŀƴǘ ŎƻǳƴǘǊƛŜǎΣ ŜǾŜƴ ǿƘŜƴ 

ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜǎ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ŀƴŘ ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ 9/. ǳǎƛƴƎ ŀ ƳŜǘƘƻŘƻƭƻƎȅ ǿƘƛŎƘ ƛǎ ŀ 

ƳŀǊƪŜǘ ǎǘŀƴŘŀǊŘ ŀƴŘ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ŦƻǊ ŎƻƴǘǊŀŎǘǎ ŀƴŘ ǿƘƛŎƘ Ǉŀȅǎ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ŘǳŜ ŀǘ ŀ ǇǊŜŘŜŦƛƴŜŘ ǇŜǊƛƻŘƛŎƛǘȅΦ  

The working group noted that the issue might affect some EU Member States, so potential solutions 

should be sought within each country affected and addressed at the local level. For example, national 

authorities in the countries affected could provide legal certainty by clarifying the application of 

national legislation or, if necessary, making amendments to provisions in existing national legislation. 

It was also noted that, in the context of the syndicated loan market, the issue was not purely 

domestic in the sense that if the law applicable to the loan contract chosen by the parties does not 

recognise and enforce compounding (due to public order rules against anatocism), this could have an 

impact on all parties involved, even those based in a jurisdiction different from that in which the law 

is applicable, given that syndicated loans are often international in nature and have counterparties 

from multiple jurisdictions. In view of this wider impact, it may be helpful for European authorities to 

conduct education and outreach initiatives with local authorities in respect of the transition. 

¢ŀƪƛƴƎ ŀƭƭ ǘƘŜǎŜ ŀǎǇŜŎǘǎ ƛƴǘƻ ŀŎŎƻǳƴǘΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ 

ŘŜƭŀȅ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ άŦŜŀǎƛōƭŜέ ǿƘŜƴ ŘŜŀƭƛƴƎ ǿƛǘƘ ǇǊƻŦŜǎǎƛƻƴŀƭ ƳŀǊƪŜǘ ǇƭŀȅŜǊǎΣ 

άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέ when dealing with corporates, and as ƘŀǾƛƴƎ 

άǉǳŜǎǘƛƻƴŀōƭŜ ŦŜŀǎƛōƛƭƛǘȅέ ǿƘŜƴ ŘŜŀƭƛƴƎ ǿƛǘƘ ǊŜǘŀƛƭκ{a9 ŎƭƛŜƴǘǎΦ  

¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ 

ōŜ άŦŜŀǎƛōƭŜέ ǿƘŜƴ ŘŜŀƭƛƴƎ ǿƛǘƘ ǇǊƻŦŜǎǎƛƻƴŀƭ ƳŀǊƪŜǘ ǇƭŀȅŜǊǎ ŀƴŘ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ 

ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέ ǿƘŜƴ ŘŜŀƭƛƴƎ ǿƛǘƘ ŎƻǊǇƻǊŀǘŜǎ ŀƴŘ ǊŜǘŀƛƭκ{a9 ŎƭƛŜƴǘǎΦ 

¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ 

άŦŜŀǎƛōƭŜέ ŦƻǊ ŀƭƭ ǘȅǇŜǎ ƻŦ ŎƭƛŜƴǘǎΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

¢ƘŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǘƘŀǘ ǘƘŜ ǊŀǘŜ ǿƻǳƭŘ ōŜ ŎŀƭŎǳƭŀǘŜŘ 

ŀƴŘ ƳŀŘŜ ǇǳōƭƛŎƭȅ ŀǾŀƛƭŀōƭŜ ōȅ ŀƴ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŜǊƛƻŘΦ .ŜŎŀǳǎŜ ǘƘŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǎƛƳƛƭŀǊ ǘƻ ǘƘŀǘ ƻŦ 9¦wL.hwΣ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎ ǿƻǳƭŘ ōŜΣ ƛƴ ǘƘŜ ƻǇƛƴƛƻƴ ƻŦ ǘƘŜ 

ǿƻǊƪƛƴƎ ƎǊƻǳǇΣ Ŝŀǎȅ ŦƻǊ ŀƭƭ ǘȅǇŜǎ ƻŦ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ŀŎŎŜǇǘΦ CƻǊ ǘƘƛǎ ǊŜŀǎƻƴΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 

ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜέ ŦƻǊ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 
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4) IŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎ 

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ŀǎǎŜǎǎŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƘŜŘƎƛƴƎ ƻŦ ǘƘŜ ŎƻǊǊŜǎǇƻƴŘƛƴƎ ŎŀǎƘ ǇǊƻŘǳŎǘ Ŏŀƴ ōŜ Ŝŀǎƛƭȅ ŎŀǊǊƛŜŘ 

ƻǳǘ ŦƻǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘΣ ƛΦŜΦ ƛǘ ŜǾŀƭǳŀǘŜǎ ǘƘŜ ƭŜǾŜƭ ƻŦ ŎƻƴǎƛǎǘŜƴŎȅ ōŜǘǿŜŜƴ ƘŜŘƎƛƴƎ 

ƛƴǎǘǊǳƳŜƴǘǎ ŀƴŘ ƘŜŘƎŜŘ ƛǘŜƳǎΣ ŀƴŘ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǘǎŜƭŦ ŎƻǳƭŘ ŎŀǳǎŜ ƘŜŘƎƛƴƎ 

ƛƴŜŦŦƛŎƛŜƴŎƛŜǎΦ Lƴ ǇŀǊŀƭƭŜƭΣ ǘƘŜ ŎǊƛǘŜǊƛƻƴ ŀƭǎƻ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ŎƻǳƭŘ ƘŀǾŜ 

ŀƴȅ ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘ ǳƴŘŜǊ LCw{ф ƻǊ L!{оф ŘǳŜ ǘƻ ǇƻǘŜƴǘƛŀƭ ƘŜŘƎŜ ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻǊΣ ŜǾŜƴΣ ǘƘŜ 

ŘƛǎŎƻƴǘƛƴǳŀǘƛƻƴ ƻŦ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎΦ Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ƘŜŘƎƛƴƎ ŎƻƴǎƛŘŜǊŀǘƛƻƴǎ ŀǊŜ ƳƻǊŜ 

ƛƳǇƻǊǘŀƴǘ ŦƻǊ ǎƻƳŜ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǘƘŀƴ ŦƻǊ ƻǘƘŜǊǎΦ 

CƻǊ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ƴƻǘŜ ǘƘŀǘ L{5! ƛƴŎƭǳŘŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ 9¦wL.hw ŦŀƭƭōŀŎƪǎ ƛƴ 

ƛǘǎ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ L.hw CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭΥ όмύ ŀ ϵ{¢w-ōŀǎŜŘ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ 

ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƛǘƘ ŀ ǘǿƻ-Řŀȅ ōŀŎƪǿŀǊŘ ǎƘƛŦǘ ŀŘƧǳǎǘƳŜƴǘΣ ŀƴŘ όнύ ŀ ŦƛǾŜ-ȅŜŀǊ 

ƘƛǎǘƻǊƛŎŀƭ ƳŜŘƛŀƴ ŀǇǇǊƻŀŎƘ ŦƻǊ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΦ 

!ǎ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŜȄǇƭŀƛƴŜŘ ƛƴ ƛǘǎ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇƭƛŎŀǘƛƻƴǎ ƻŦ ǘƘŜ 

ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŦƻǊ 9¦wL.hw54Σ ŦƻǊ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ŎƻƴǘƛƴǳŜ ǘƘŜƛǊ 

ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ŀǎ ǘƘŜȅ ǿŜǊŜ ƻǊƛƎƛƴŀƭƭȅ ŎƻƴǎǘǊǳŎǘŜŘ ōŀǎŜŘ ƻƴ 9¦wL.hwΣ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜǎ ǘƻ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ƘŜŘƎŜŘ ƛǘŜƳ ŀƴŘ ƘŜŘƎƛƴƎ ƛƴǎǘǊǳƳŜƴǘ ǎƘƻǳƭŘΣ ƛŘŜŀƭƭȅΣ ŀƭƛƎƴΦ ¢Ƙƛǎ ǿƛƭƭ ōŜ 

ǘƘŜ ŎŀǎŜ ƛŦΣ ŦƻǊ ǘƘƻǎŜ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǿƘŜǊŜ ǘƘƛǎ ƛǎ ŎƻƴǎƛŘŜǊŜŘ ǾƛŀōƭŜΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǳǎŜ 

ǘƘŜ ǎŀƳŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƛǘƘ ŀ ǘǿƻ-Řŀȅ ōŀŎƪǿŀǊŘ 

ǎƘƛŦǘ ŀŘƧǳǎǘƳŜƴǘ ŀƴŘ ǘƘŜ ǎŀƳŜ ŦƛǾŜ-ȅŜŀǊ ƘƛǎǘƻǊƛŎŀƭ ƳŜŘƛŀƴ ŀǇǇǊƻŀŎƘ ŦƻǊ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ǘƘŀǘ 

L{5! ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŦƻǊ ƴŜǿ ŘŜǊƛǾŀǘƛǾŜǎ ŎƻƴǘǊŀŎǘǎ ŀƴŘ ƛƴ ǘƘŜ L.hw CŀƭƭōŀŎƪǎ 

tǊƻǘƻŎƻƭ ŦƻǊ ƭŜƎŀŎȅ ŘŜǊƛǾŀǘƛǾŜǎ ŎƻƴǘǊŀŎǘǎΦ 

IƻǿŜǾŜǊΣ ǘƘŜǊŜ ŎƻǳƭŘ ōŜ ǎŜǾŜǊŀƭ ǾŀƭƛŘ ǊŜŀǎƻƴǎ ŦƻǊ ƛƴŎƭǳŘƛƴƎ ŀƭǘŜǊƴŀǘƛǾŜǎ ƛƴ ŎŜǊǘŀƛƴ ƘŜŘƎŜŘ ŎŀǎƘ 

ǇǊƻŘǳŎǘǎ ǘƘŀǘ Ƴŀȅ ŘƛŦŦŜǊ ŦǊƻƳ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǳǎŜŘ ōȅ L{5!Φ CƻǊ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ 

ǿƘŜǊŜ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ƻǊ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ-ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ŎƻƴǎƛŘŜǊŜŘ ǘƻ 

ōŜ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜΣ ǘƘŜǊŜ ǿƛƭƭ ōŜ ŘƛŦŦŜǊŜƴŎŜǎ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ǘƘŜ L{5! ƘŜŘƎƛƴƎ 

ŘŜǊƛǾŀǘƛǾŜǎ ǘƘŀǘ ǿƛƭƭ ƛƴŎƭǳŘŜ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ ŀǎ 

ōƻǘƘ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ǎŜǘǘƛƴƎ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŀȅƳŜƴǘǎ ŀǊŜ ŘƛŦŦŜǊŜƴǘΦ 

Lƴ ǇŀǊǘƛŎǳƭŀǊ ŦƻǊ ƭƻƴƎŜǊ ǘŜƴƻǊǎ όŜΦƎΦ мȅǊ 9¦wL.hwύΣ ǘƘƛǎ ŎƻǳƭŘ ǊŜǎǳƭǘ ƛƴ ǳƴƛƴǘŜƴŘŜŘ tϧ[ Ǿƻƭŀǘƛƭƛǘȅ ŘǳŜ ǘƻ 

ƘŜŘƎŜ ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ŀƴŘΣ ŜǾŜƴΣ ǘƘŜ ŘƛǎŎƻƴǘƛƴǳŀǘƛƻƴ ƻŦ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ǳƴŘŜǊ L!{офΦ ¢Ƙƛǎ ǿƻǳƭŘ 

ƘŀǾŜ ǎƛƎƴƛŦƛŎŀƴǘ ŦƛƴŀƴŎƛŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ ŦƻǊ ƭŀǊƎŜ 9¦wL.hw-ƭƛƴƪŜŘ ƳƻǊǘƎŀƎŜ ǇƻǊǘŦƻƭƛƻǎ ǘƘŀǘ 

ŀǊŜ ƻŦǘŜƴ ŎŀǎƘ Ŧƭƻǿ ƘŜŘƎŜŘ ōȅ ǘƘŜ ƭŜƴŘŜǊΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜǊŜ Ƴŀȅ ŀƭǎƻ ōŜ ƛƳǇƭƛŎŀǘƛƻƴǎ ŦƻǊ ǎƻƳŜ 

ōƻǊǊƻǿŜǊǎ ǎǳŎƘ ŀǎ ŎƻǊǇƻǊŀǘŜǎΣ {a9ǎ ŀƴŘ ǎƳŀƭƭŜǊ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ǘƘŀǘ ƻŦǘŜƴ ƘŜŘƎŜ ƭƻŀƴǎ ŦƻǊ 

ƛƴǘŜǊŜǎǘ ǊŀǘŜ Ǌƛǎƪ ǇǳǊǇƻǎŜǎΦ ¢ƘŜǎŜ ŘƛǎŎǊŜǇŀƴŎƛŜǎ ŎƻǳƭŘ ǊŜǎǳƭǘ ƛƴ tϧ[ ƛƳǇŀŎǘǎ ǘƘŀǘ ǿŜǊŜ ƴƻǘ ŦƻǊŜǎŜŜƴ 

ǿƘŜƴ ōƻǊǊƻǿŜǊǎ ŎƻƴǎǘǊǳŎǘŜŘ ǘƘŜƛǊ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ōŀǎŜŘ ƻƴ 9¦wL.hwΦ 

!ǎ ŘŜǎŎǊƛōŜŘ ƛƴ ǘƘŜ ƭŜǘǘŜǊ ǎŜƴǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƻ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ !ŎŎƻǳƴǘƛƴƎ {ǘŀƴŘŀǊŘ .ƻŀǊŘ 

όL!{.ύ ƛƴ Wǳƭȅ нлнл55Σ ƻƴŜ ǎƻƭǳǘƛƻƴ ŎƻǳƭŘ ōŜ ǘƻ ƛƴŎƭǳŘŜ ŀ ōŀǎƛǎ ǎǿŀǇ ƛƴ ǘƘŜ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ŀǎ ǎƻƻƴ 

ŀǎ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ƛƴ ǘƘŜ ƘŜŘƎŜŘ ƛǘŜƳ ŀƴŘ ǘƘŜ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜ ŀǊŜ ǘǊƛƎƎŜǊŜŘΦ ¢ƘŜ 

ǇǳǊǇƻǎŜ ƻŦ ƛƴŎƭǳŘƛƴƎ ǘƘƛǎ ōŀǎƛǎ ǎǿŀǇ ǿƻǳƭŘ ōŜ ǘƻ ƻŦŦǎŜǘ ǘƘŜ ǳƴƛƴǘŜƴŘŜŘ ŘƛŦŦŜǊŜƴŎŜ ǘƘŀǘ ǿƻǳƭŘ ŀǊƛǎŜ 

ŦǊƻƳ ǳǎƛƴƎ ŘƛŦŦŜǊŜƴǘ ǘȅǇŜǎ ƻŦ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎΦ 

 

54  wŜǇƻǊǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇƭƛŎŀǘƛƻƴǎ ƻŦ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ǘƘŜ 
ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ǘƻ 9¦wL.hwΣ bƻǾŜƳōŜǊ нлмфΦ 

55  [ŜǘǘŜǊ ǎŜƴǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƻ ǘƘŜ L!{. ƻƴ LCw{ф ŀƴŘ L!{офΣ Wǳƭȅ нлнлΦ 

https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_financialaccountingimplicationstransitioneoniaeurostrfallbackseuribor~6e1bb63340.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_financialaccountingimplicationstransitioneoniaeurostrfallbackseuribor~6e1bb63340.en.pdf
https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200702/2020_07_02_WG_on_euro_RFR_letter_to_IASB_IFRS9_IAS39_hedge_accounting_and_IFRS9_SPPI_testing.pdf
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wŜǎǇƻƴŘƛƴƎ ǘƻ ǘƘŀǘ ƭŜǘǘŜǊΣ ǘƘŜ L!{.Ωǎ ǘŜŎƘƴƛŎŀƭ ǎǘŀŦŦ ŎƭŀǊƛŦƛŜŘΣ ōŀǎŜŘ ƻƴ L!{. L.hw ǊŜŦƻǊƳ ǇƘŀǎŜ нΣ ǘƘŀǘ 

ŀǎ ƭƻƴƎ ŀǎ ǘƘƻǎŜ ǿƘƻ ŘǊŀǿ ǳǇ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ Ŏŀƴ ŘŜƳƻƴǎǘǊŀǘŜ ǘƘŀǘ ǘƘŜ ŎƘŀƴƎŜǎ ŦǳƭŦƛƭ ǘƘŜ 

ŦƻƭƭƻǿƛƴƎ ǘǿƻ ŎƻƴŘƛǘƛƻƴǎΣ ƴƻ ƛƳǇŀŎǘ ƻƴ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ǎƘƻǳƭŘ ōŜ ŜȄǇŜŎǘŜŘΦ 

a) 5ƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳΥ ŜƴǘƛǘƛŜǎ ǎƘƻǳƭŘ ǎǳōǎǘŀƴǘƛŀǘŜ ǘƘŜ ƴŜŎŜǎǎƛǘȅ ƻŦ ǘƘŜ ŎƘŀƴƎŜǎ 
ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳ όƛΦŜΦ ǿƘŜǘƘŜǊ ǘƘŜȅ ŀǊŜ ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ ǊŜŦƻǊƳύΦ  

b) 9ŎƻƴƻƳƛŎ ŜǉǳƛǾŀƭŜƴŎŜ ōŀǎƛǎΥ ǘƘƛǎ ŎƻƴŘƛǘƛƻƴ ǿƛƭƭ ōŜ ƳŜǘ ƛŦ ǘƘŜ ŎƻƴǘǊŀŎǘǳŀƭ ŎŀǎƘ Ŧƭƻǿǎ ōŜŦƻǊŜ ŀƴŘ 
ŀŦǘŜǊ ǘƘŜ ŎƘŀƴƎŜǎ ƛƴǘǊƻŘǳŎŜŘ ōȅ ǘƘŜ ǊŜŦƻǊƳ ŀǊŜ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘΦ  

¢ƘŜ L!{.Ωǎ ǎǘŀŦŦ ƘŀǾŜ ǳƴŘŜǊƭƛƴŜŘ ǘƘŜ ǇǊƛƴŎƛǇƭŜ ǘƘŀǘ ŀƴȅ ŎƘŀƴƎŜ ǎƘƻǳƭŘ ƳŜŜǘ ōƻǘƘ ŎƻƴŘƛǘƛƻƴǎ όƛΦŜΦ ƛǘ 

ǎƘƻǳƭŘ ōŜ ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ ǊŜŦƻǊƳ ŀƴŘ ǎƘƻǳƭŘ ōŜ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘύ ŦƻǊ ƛǘ ǘƻ ōŜ ǿƛǘƘƛƴ ǘƘŜ ǎŎƻǇŜ 

ƻŦ ǊŜƭƛŜŦ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ L!{. L.hw ǊŜŦƻǊƳ ǇƘŀǎŜ н ŀƳŜƴŘƳŜƴǘǎΦ CƻƭƭƻǿƛƴƎ ǘƘƛǎ ǇǊƛƴŎƛǇƭŜΣ ƛŦ ǘƘŜ 

ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŘŜǘŜǊƳƛƴŜǎ ǘƘŀǘ ǘƘŜ ǳǎŜ ŎŀǎŜǎ ŦƻǊ ƛƴŎƭǳŘƛƴƎ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƛƴ ŀ ƘŜŘƎŜŘ ŎŀǎƘ 

ǇǊƻŘǳŎǘ ǘƘŀǘ ŘŜǾƛŀǘŜǎ ŦǊƻƳ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƛƴ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎ ōŀǎŜŘ ƻƴ ǘƘŜ L{5!Ωǎ ƭŀƴƎǳŀƎŜ 

ƳŜŜǘ ōƻǘƘ ǘƘŜǎŜ ŎƻƴŘƛǘƛƻƴǎΣ ǘƘŜƴ ǘƘŜ ƛƴŎƭǳǎƛƻƴ ƻŦ ŀ ōŀǎƛǎ ǎǿŀǇ ƛƴ ŀ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƻǳƭŘ ōŜ 

ǿƛǘƘƛƴ ǘƘŜ ǎŎƻǇŜ ƻŦ ǘƘŜ ŀƳŜƴŘƳŜƴǘǎΦ Lƴ ǘƘƛǎ ŎŀǎŜ ŀƴ Ŝƴǘƛǘȅ ǿƻǳƭŘ ƴƻǘ ƘŀǾŜ ǘƻ ŘŜ-ŘŜǎƛƎƴŀǘŜ ŀƴŘ 

ǊŜ-ŘŜǎƛƎƴŀǘŜ ǘƘŜ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇ56Φ 

¢ƘǊƻǳƎƘ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊΣ ǿƘŜǊŜ ŀ ŘŜŜǇ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜǎ ƛǎ ƛƴŎƭǳŘŜŘΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƛǎ ǇǳōƭƛŎƭȅ ŎƻƴǎǳƭǘƛƴƎ ǿƛǘƘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ƻƴ ƛǘǎ 

ǇǊƻǇƻǎŀƭǎΦ Lǘ ŜȄǇŜŎǘǎ ǘƻ ōǳƛƭŘ ŀƴ ŜȄǘŜƴǎƛǾŜ ƳŀǊƪŜǘ ŎƻƴǎŜƴǎǳǎΣ ŀƴŘ ǘƻ ōŀǎŜ ƛǘǎ Ŧƛƴŀƭ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ 

ƻƴ ǘƘƛǎ ŎƻƴǎŜƴǎǳǎΦ !ǎ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ǇǊƻǾƛǎƛƻƴǎ ƛǎ ǘƻ ƎƛǾŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŀƴ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ŎƻƳǇƭȅ ǿƛǘƘ ǘƘŜ Lh{/h ǇǊƛƴŎƛǇƭŜǎ ŦƻǊ 

ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎ ŀƴŘ !ǊǘƛŎƭŜ нуόнύ ƻŦ ǘƘŜ .awΣ ǘƘŜǎŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ Ƴŀȅ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ 

ŀ ŘƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳΦ aŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΣ ƘƻǿŜǾŜǊΣ ǎƘƻǳƭŘ ōŜ ƳƛƴŘŦǳƭ ǘƘŀǘ 

ŀŘŘƛƴƎ ŀƴȅ ŦǳǊǘƘŜǊ ƳƻŘƛŦƛŎŀǘƛƻƴǎ ǘƻ ŜȄƛǎǘƛƴƎ ŎƻƴǘǊŀŎǘǎ ǘƘŀǘ ŀǊŜ ƴƻǘ ŘƛǊŜŎǘƭȅ ǊŜƭŀǘŜŘ ǘƻ ŜƳōŜŘŘƛƴƎ L.hw 

ǊŜǇƭŀŎŜƳŜƴǘǎ όƛƴ ǊŜƭŀǘƛƻƴΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ǘƻ 9hbL! ƻǊ [L.hwύ ƻǊ ŦŀƭƭōŀŎƪǎ όƛƴ ǊŜƭŀǘƛƻƴΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ǘƻ 

9¦wL.hwύ ŀǊŜ ƴƻǘ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ŘƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ ǘƘŜ ǊŜŦƻǊƳΦ 

Lƴ ŀŘŘƛǘƛƻƴΣ ƛƴ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǇǳōƭƛŎƭȅ ƛƴǾƛǘŜǎ ŦŜŜŘōŀŎƪ ƻƴ 

ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎΣ ƛƴ ƻǊŘŜǊ ǘƻ ƳŀƪŜ ƛǘ ǇƻǎǎƛōƭŜ ŦƻǊ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ 

ǘƻ ǘǊŀƴǎƛǘƛƻƴ ŀǎ ǎƳƻƻǘƘƭȅ ŀǎ ǇƻǎǎƛōƭŜ ǎƘƻǳƭŘ 9¦wL.hw ŎŜŀǎŜ ǘƻ ŜȄƛǎǘ ǇŜǊƳŀƴŜƴǘƭȅΦ IŜǊŜΣ ǘƘŜ ǿƻǊƪƛƴƎ 

ƎǊƻǳǇ ƛǎ ǎǘǊƛǾƛƴƎ ǘƻ ǊŜŎƻƳƳŜƴŘ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ǘƘŀǘ Ƴŀȅ ōŜ ǾƛŜǿŜŘ ŀǎ ŜŎƻƴƻƳƛŎŀƭƭȅ 

ŜǉǳƛǾŀƭŜƴǘΦ IƻǿŜǾŜǊΣ ƛǘ ǊŜƳŀƛƴǎ ǘƘŜ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ƻŦ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ŀƴŀƭȅǎŜ ŀƴŘ ǎǳōǎǘŀƴǘƛŀǘŜ 

ǘƘŀǘ ǘƘƛǎ ƛǎ ǘƘŜ ŎŀǎŜ ǿƘŜƴ ǘƘŜȅ ƳŀƪŜ ōǳǎƛƴŜǎǎ ŘŜŎƛǎƛƻƴǎ ŀƴŘ ǇǊŜǇŀǊŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ 

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

CƻǊ ǘƘƻǎŜ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ŦƻǊ ǿƘƛŎƘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŎƘƻƻǎŜΣ ƛƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ ǿƻǊƪƛƴƎ 

ƎǊƻǳǇΩǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴΣ ǘƻ Ŧƻƭƭƻǿ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ 

ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŘƻŜǎ ƴƻǘ ŀƴǘƛŎƛǇŀǘŜ ŀƴȅ ƳŀǘŜǊƛŀƭ ƘŜŘƎŜ-ǊŜƭŀǘŜŘ ƛǎǎǳŜǎΣ ƎƛǾŜƴ ǘƘŜ ŀƭƛƎƴƳŜƴǘ ǿƛǘƘ 

ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪǎ ƛƴŎƭǳŘŜŘ ƛƴ ŘŜǊƛǾŀǘƛǾŜǎ ōŀǎŜŘ ƻƴ ǘƘŜ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ L.hw CŀƭƭōŀŎƪǎ 

tǊƻǘƻŎƻƭΦ aŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǎƘƻǳƭŘ ōŜ ƳƛƴŘŦǳƭ ƻŦ ǎƳŀƭƭ ŘƛŦŦŜǊŜƴŎŜǎ ǊŜƭŀǘƛƴƎ ǘƻ ǘƘŜ ƴǳƳōŜǊ ƻŦ Řŀȅǎ 

ŎƻƴǎƛŘŜǊŜŘ ŦƻǊ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ compared with the two-day lookback period followed by ISDA. CƻǊ 

ǘƘƛǎ ǊŜŀǎƻƴΣ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ŀǎǎŜǎǎŜŘ ŀǎ άŦŜŀǎƛōƭŜέ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴΦ  

 

56  {ŜŜ ²ƻǊƪƛƴƎ ƎǊƻǳǇ 9ǳǊƻ wCw ƳŜŜǘƛƴƎ ƳƛƴǳǘŜǎΣ мл {ŜǇǘŜƳōŜǊ нлнлΦ 

https://www.ifrs.org/projects/2020/ibor-reform-and-its-effects-on-financial-reporting-phase-2/
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200910/2020_09_10_WG_on_euro_RFR_teleconference_Minutes.pdf
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IŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǳǎƛƴƎ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƻǳƭŘ 

ƴƻǘ Ŧǳƭƭȅ ƳŀǘŎƘ L{5!Ωǎ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴǎΣ ŀǎ ǘƘŜǊŜ ǿƻǳƭŘ ōŜ ŀ ōŀǎƛǎ Ǌƛǎƪ ǇǊƻǇƻǊǘƛƻƴŀƭ ǘƻ ǘƘŜ ōŀŎƪǿŀǊŘ 

ǎƘƛŦǘƛƴƎ ŘƛǎŎǊŜǇŀƴŎȅ ōŜǘǿŜŜƴ ǘƘŜ ƘŜŘƎŜŘ ƛǘŜƳ ŀƴŘ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜΦ IƻǿŜǾŜǊΣ ŀǎ ōƻǘƘ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿƻǳƭŘ ōŜ ōŀǎŜŘ ƻƴ ŎƻƳǇƻǳƴŘŜŘ ƛƴ ŀǊǊŜŀǊǎΣ ǘƘŜǎŜ ŘƛǎŎǊŜǇŀƴŎƛŜǎ ǿƻǳƭŘ ƴƻǘ ōŜ 

ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ǎƛƎƴƛŦƛŎŀƴǘ ŀƴŘ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ Ƙŀǎ ŀƭǎƻ ŀǎǎŜǎǎŜŘ ǘƘƛǎ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ άŦŜŀǎƛōƭŜέ 

ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ƘŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘΦ 

CƻǊ ǘƘƻǎŜ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǘƘŀǘ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ όōŀǎŜŘ ƻƴ ŀ ǊŜŎƻƳƳŜƴŘŜŘ ǳǎŜ ŎŀǎŜ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇύΣ ŀ ōŀǎƛǎ Ǌƛǎƪ ǿƻǳƭŘ ŀǊƛǎŜ 

ōŜǘǿŜŜƴ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅ ƛƴ ǘƘŜ ƘŜŘƎŜ ŎŀǎƘ ǇǊƻŘǳŎǘ ŀƴŘ ǘƘŜ ƭƻƻƪōŀŎƪ ƳŜǘƘƻŘƻƭƻƎȅ ƛƴ ǘƘŜ 

ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŘƻŜǎ ƴƻǘ ŜȄǇŜŎǘ ŀ ōŀǎƛǎ ǎǿŀǇ ƳŀǊƪŜǘ ǘƻ ŘŜǾŜƭƻǇ ǘƘŀǘ ŎƻǳƭŘ 

ǎƻƭǾŜ ǘƘƛǎ ōŀǎƛǎ Ǌƛǎƪ ŘǳŜ ǘƻ ŎƻƴǾŜȄƛǘȅ Ǌƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǇƻǘŜƴǘƛŀƭ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ȅƛŜƭŘ ŎǳǊǾŜ ōŜǘǿŜŜƴ ǘƘŜ 

ǘǿƻ ŘƛŦŦŜǊŜƴǘ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘǎ ƻŦ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ŀƴŘ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ ¢Ƙƛǎ ƳƛƎƘǘ 

ƭŜŀŘ ǘƻ ƘŜŘƎŜ ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻǊ ŜǾŜƴ ǘƘŜ ŘƛǎŎƻƴǘƛƴǳŀǘƛƻƴ ƻŦ ǘƘŜ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇΦ CƻǊ ǘƘƛǎ ǊŜŀǎƻƴΣ 

ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ ƻŦ άǉǳŜǎǘƛƻƴŀōƭŜ ŦŜŀǎƛōƛƭƛǘȅέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

CƻǊ ǘƘƻǎŜ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǘƘŀǘ ǿƻǳƭŘ ǊŜǉǳƛǊŜ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

όōŀǎŜŘ ƻƴ ŀ ǊŜŎƻƳƳŜƴŘŜŘ ǳǎŜ ŎŀǎŜ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇύΣ ŀ ōŀǎƛǎ Ǌƛǎƪ ǿƻǳƭŘ ŀǊƛǎŜ ōŜǘǿŜŜƴ ǘƘŜ 

ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ƛƴ ǘƘŜ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘ ŀƴŘ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ ƛƴ 

ǘƘŜ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜΦ aŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŎƻǳƭŘ ƳƛǘƛƎŀǘŜ ǘƘƛǎ Ǌƛǎƪ ōȅ ƛƴŎƭǳŘƛƴƎ ŀ ōŀǎƛǎ ǎǿŀǇ ƛƴ ǘƘŜ 

ƘŜŘƎŜ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ǿƛǘƘƻǳǘ ƘŀǾƛƴƎ ǘƻ ŘŜ-ŘŜǎƛƎƴŀǘŜ ŀƴŘ ǊŜ-ŘŜǎƛƎƴŀǘŜ ǘƘŜ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇΣ ƛƴ ǘƘŜ 

ŜǾŜƴǘ 9¦wL.hw ŎŜŀǎŜǎ ǘƻ ŜȄƛǎǘΦ IƻǿŜǾŜǊΣ ƛǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 

ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘƛǎ ōŀǎƛǎ ǎǿŀǇ ƳŀǊƪŜǘ ŎƻǳƭŘ ŘŜǾŜƭƻǇ ƛƴ ǘƘŜ ŦǳǘǳǊŜ ƛŦ ǘƘŜǊŜ ƛǎ ǎǳŦŦƛŎƛŜƴǘ ŘŜƳŀƴŘΣ ƛǘ ƛǎ 

ƭƛƪŜƭȅ ǘƻ ōŜ ŀ ǎƛƴƎƭŜ-ǎƛŘŜŘ ōŀǎƛǎ ǎǿŀǇ ƳŀǊƪŜǘ ǘƘŀǘ ǿƻǳƭŘ ŎƻƳŜ ŀǘ ŀ ŎƻǎǘΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŜǊŜŦƻǊŜ 

ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ƳƛƴƻǊ ŎƘŀƴƎŜǎκŘǊŀǿōŀŎƪǎέ ŦƻǊ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ 

ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

5) hǘƘŜǊ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎ 

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ŎƻǳƭŘ ƘŀǾŜ ŀƴȅ ƻǘƘŜǊ ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘ 

ǳƴŘŜǊ LCw{ ǘƘŀǘ Ƙŀǎ ƴƻǘ ŀƭǊŜŀŘȅ ōŜŜƴ ŀŘŘǊŜǎǎŜŘ ƛƴ ǇŀǊŀƎǊŀǇƘ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ 

ƛƳǇŀŎǘǎέύ ŀōƻǾŜΦ  

hƴ нт !ǳƎǳǎǘ нлнлΣ ǘƘŜ L!{. ƛǎǎǳŜŘ ǘƘŜ L.hw ǊŜŦƻǊƳ ǇƘŀǎŜ н ŀƳŜƴŘƳŜƴǘǎΣ ǿƛǘƘ ǘƘŜ ŜȄǇŜŎǘŀǘƛƻƴ ǘƘŀǘ 

ǘƘŜ Ŧƛƴŀƭ ǊŜǾƛǎƛƻƴǎ ǘƻ LCw{ ǿƻǳƭŘ ōŜ ŜƴŘƻǊǎŜŘ ōȅ ǘƘŜ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴ ƛƴ vп нлнлΦ ¢ƘŜǎŜ 

ŀƳŜƴŘƳŜƴǘǎ ŀŘŘǊŜǎǎ ǘƘŜ ƛǎǎǳŜǎ ŀŦŦŜŎǘƛƴƎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ǿƘŜƴ ŎƘŀƴƎŜǎ ŀǊŜ ƳŀŘŜ ǘƻ ŎƻƴǘǊŀŎǘǳŀƭ 

ŎŀǎƘ Ŧƭƻǿǎ ŀƴŘ ƘŜŘƎƛƴƎ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ōŜƴŎƘƳŀǊƪ ǊŜŦƻǊƳΦ CƻǊ ƳƻŘƛŦƛŎŀǘƛƻƴǎ 

ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ L.hw ǊŜŦƻǊƳΣ ōȅ ƛƴŎƭǳŘƛƴƎ ŀ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴ ƛƴ ŀ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘǊǳƳŜƴǘ ŎƻƴǘǊŀŎǘ ŀ 

ŎƻƳǇŀƴȅ ǿƛƭƭ ƴƻǘ ƘŀǾŜ ǘƻ ŘŜǊŜŎƻƎƴƛǎŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ƻǊ ŦƛƴŀƴŎƛŀƭ ƭƛŀōƛƭƛǘȅΦ LƴǎǘŜŀŘΣ ǘƘŜ ǊŜŦƻǊƳ ǿƛƭƭ 

ōŜ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ōȅ ǳǇŘŀǘƛƴƎ ǘƘŜ ŜŦŦŜŎǘƛǾŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǘƻ ǊŜŦƭŜŎǘΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜ ŎƘŀƴƎŜ ƛƴ ŀƴ 

ƛƴǘŜǊŜǎǘ ǊŀǘŜ ōŜƴŎƘƳŀǊƪ ŦǊƻƳ ŀƴ L.hw ǘƻ ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ōŜƴŎƘƳŀǊƪ ǊŀǘŜΦ ¢Ƙƛǎ ǇǊŀŎǘƛŎŀƭ ŜȄǇŜŘƛŜƴǘ Ŏŀƴ 

ƻƴƭȅ ōŜ ŀǇǇƭƛŜŘ ƛŦ ǘƘƻǎŜ ǿƘƻ ǇǊŜǇŀǊŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ Ŏŀƴ ŘŜƳƻƴǎǘǊŀǘŜ ǘƘŀǘ ǘƘŜ ŎƘŀƴƎŜǎ ŦǳƭŦƛƭ 

ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǘǿƻ ŎƻƴŘƛǘƛƻƴǎΦ 

a) 5ƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳΥ ŜƴǘƛǘƛŜǎ ǎƘƻǳƭŘ ǎǳōǎǘŀƴǘƛŀǘŜ ǘƘŜ ƴŜŎŜǎǎƛǘȅ ƻŦ ǘƘŜ ŎƘŀƴƎŜǎ 
ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳ όƛΦŜΦ ǿƘŜǘƘŜǊ ǘƘŜȅ ŀǊŜ ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ ǊŜŦƻǊƳύΦ  

https://www.ifrs.org/projects/2020/ibor-reform-and-its-effects-on-financial-reporting-phase-2/
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b) 9ŎƻƴƻƳƛŎ ŜǉǳƛǾŀƭŜƴŎŜ ōŀǎƛǎΥ ǘƘƛǎ ŎƻƴŘƛǘƛƻƴ ǿƛƭƭ ōŜ ƳŜǘ ƛŦ ǘƘŜ ŎƻƴǘǊŀŎǘǳŀƭ ŎŀǎƘ Ŧƭƻǿǎ ōŜŦƻǊŜ ŀƴŘ 
ŀŦǘŜǊ ǘƘŜ ŎƘŀƴƎŜǎ ƛƴǘǊƻŘǳŎŜŘ ōȅ ǘƘŜ ǊŜŦƻǊƳ ŀǊŜ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘΦ  

Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ǘƘŜ ǎŀƳŜ ŎƻƴǎƛŘŜǊŀǘƛƻƴǎ ǇǊŜǎŜƴǘŜŘ ŦƻǊ ǘƘŜ ǇǊŜǾƛƻǳǎ ŎǊƛǘŜǊƛƻƴ ŀƭǎƻ ŀǇǇƭȅ ƘŜǊŜ57Φ  

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

DƛǾŜƴ ǘƘŀǘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀǊŜ ƛŘŜƴǘƛŎŀƭ ŦƻǊ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ǊŀǘŜ ƛƴ ŀ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ǊŜŦŜǊŜƴŎƛƴƎ 9¦wL.hw ǎǘƛƭƭ ǊŜŦƭŜŎǘǎ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅΣ ŜǾŜƴ ƛŦ ǘƘŜ 

9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƛǎ ǘǊƛƎƎŜǊŜŘΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŜǊŜŦƻǊŜ ǾƛŜǿǎ ǘƘƛǎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ƎƻƻŘ ōŀǎƛǎ ŦƻǊ ŎǊŜŀǘƛƴƎ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǘƘŀǘ ƛǎ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘ 

ǘƻ 9¦wL.hwΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ άŦŜŀǎƛōƭŜέΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴΦ 

CƻǊ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅΣ ōƻǘƘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀǊŜ ƻŦ ǘƘŜ ǎŀƳŜ ƭŜƴƎǘƘΦ IƻǿŜǾŜǊΣ ǘƘŜ 

ǎǘŀǊǘκŜƴŘ ƻŦ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ƛǎ ŀ ŦŜǿ Řŀȅǎ ǇǊƛƻǊ ǘƻ ǘƘŜ ǎǘŀǊǘκŜƴŘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ ¢Ƙƛǎ 

ŘƛŦŦŜǊŜƴŎŜ ŀƭƭƻǿǎ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ǎǳŦŦƛŎƛŜƴǘ ǘƛƳŜ ōŜǘǿŜŜƴ ǘƘŜ ŦƛȄƛƴƎ ŀƴŘ ǘƘŜ ǎŜǘǘƭŜƳŜƴǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ǇŀȅƳŜƴǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ŀƴŘ Ƴŀȅ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ŀ ƴƻƴ-ǎƛƎƴƛŦƛŎŀƴǘ ŘƛŦŦŜǊŜƴŎŜ ƛƴ 

ǘƘŜ ŎƻƴǘǊŀŎǘǳŀƭ ƛƴǘŜǊŜǎǘ ŎŀǎƘ ŦƭƻǿǎΦ ¢ƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ƛƴ ŀ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ǊŜŦŜǊŜƴŎƛƴƎ 9¦wL.hw 

ǘƘŜǊŜŦƻǊŜ ǎǘƛƭƭ ǊŜŦƭŜŎǘǎ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅΣ ŜǾŜƴ ƛŦ ǘƘƛǎ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƛǎ ǘǊƛƎƎŜǊŜŘΦ CƻǊ 

ǘƘƛǎ ǊŜŀǎƻƴΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǾƛŜǿǎ ǘƘƛǎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ ƎƻƻŘ ōŀǎƛǎ ŦƻǊ ŎǊŜŀǘƛƴƎ ŀ 

9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǘƘŀǘ ƛǎ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘ ǘƻ 9¦wL.hwΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ 

ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ƳƛƴƻǊ ŘǊŀǿōŀŎƪǎέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǘŜǊƳ 

ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

CƻǊ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅΣ ōƻǘƘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀǊŜ ƻŦ ǘƘŜ ǎŀƳŜ ƭŜƴƎǘƘΦ IƻǿŜǾŜǊΣ 

ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ƛǎ ƛƴ ŀŘǾŀƴŎŜ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ς ǘƘƛǎ ŘƛŦŦŜǊŜƴŎŜ ŀƭƭƻǿǎ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ǘƻ 

ƪƴƻǿ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŀȅƳŜƴǘ ǊŀǘŜ ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ DƛǾŜƴ ǘƘŀǘ ǘƘƛǎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŎƻƳǇƻǳƴŘǎ ƘƛǎǘƻǊƛŎ ϵ{¢w Řŀǘŀ ƛƴ ŀǊǊŜŀǊǎ ƛƴ ƻǊŘŜǊ ǘƻ ǎŜǘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǘƻ ōŜ ǳǎŜŘ ŦƻǊ 

ǘƘŜ ŎƻƳƛƴƎ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ŦǳǊǘƘŜǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǎƘƻǳƭŘ ōŜ ƎƛǾŜƴ ǘƻ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ƻŦ ǘƘƛǎ 

9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǿƘŜƴ ǇŜǊŦƻǊƳƛƴƎ ŀƴ LCw{ ф ǎƻƭŜƭȅ ǇŀȅƳŜƴǘ ƻŦ ǇǊƛƴŎƛǇŀƭ ŀƴŘ ƛƴǘŜǊŜǎǘ ό{ttLύ 

ǘŜǎǘ ƻƴ ǘƘŜ ƛƴƛǘƛŀƭ ǊŜŎƻƎƴƛǘƛƻƴ ƻŦ ŀ ƴŜǿ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ǘƘŀǘ ƛƴŎƭǳŘŜǎ ǎǳŎƘ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ 

 

57  ¢ƘǊƻǳƎƘ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊΣ ǿƘŜǊŜ ŀ ŘŜŜǇ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ Ƴƻǎǘ ŀǇǇǊƻǇǊƛŀǘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ƛǎ ƛƴŎƭǳŘŜŘΣ 

ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƛǎ ǇǳōƭƛŎƭȅ ŎƻƴǎǳƭǘƛƴƎ ǿƛǘƘ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ƻƴ ƛǘǎ ǇǊƻǇƻǎŀƭǎΦ Lǘ ŜȄǇŜŎǘǎ ǘƻ ōǳƛƭŘ ŀƴ ŜȄǘŜƴǎƛǾŜ ƳŀǊƪŜǘ 
ŎƻƴǎŜƴǎǳǎΣ ŀƴŘ ǘƻ ōŀǎŜ ƛǘǎ Ŧƛƴŀƭ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ ǘƘƛǎ ŎƻƴǎŜƴǎǳǎΦ !ǎ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 
ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ 9¦wL.hw ŦŀƭƭōŀŎƪǎ ƛǎ ǘƻ ƎƛǾŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ŎƻƳǇƭȅ ǿƛǘƘ ǘƘŜ Lh{/h 

ǇǊƛƴŎƛǇƭŜǎ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎ ŀƴŘ !ǊǘƛŎƭŜ нуόнύ ƻŦ ǘƘŜ .awΣ ǘƘŜǎŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ Ƴŀȅ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ŀ 
ŘƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ ǘƘŜ L.hw ǊŜŦƻǊƳΦ aŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΣ ƘƻǿŜǾŜǊΣ ǎƘƻǳƭŘ ōŜ ƳƛƴŘŦǳƭ ǘƘŀǘ ŀŘŘƛƴƎ ŀƴȅ ƻǘƘŜǊ 
ƳƻŘƛŦƛŎŀǘƛƻƴǎ ǘƻ ŜȄƛǎǘƛƴƎ ŎƻƴǘǊŀŎǘǎ ǘƘŀǘ ŀǊŜ ƴƻǘ ŘƛǊŜŎǘƭȅ ǊŜƭŀǘŜŘ ǘƻ ŜƳōŜŘŘƛƴƎ L.hw ǊŜǇƭŀŎŜƳŜƴǘǎ όƛƴ ǊŜƭŀǘƛƻƴΣ ŦƻǊ ŜȄŀƳǇƭŜΣ 

ǘƻ 9hbL! ƻǊ [L.hwύ ƻǊ ŦŀƭƭōŀŎƪǎ όƛƴ ǊŜƭŀǘƛƻƴΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ǘƻ 9¦wL.hwύ ŀǊŜ ƴƻǘ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ŘƛǊŜŎǘ ŎƻƴǎŜǉǳŜƴŎŜǎ ƻŦ ǘƘŜ 
ǊŜŦƻǊƳΦ 
Lƴ ŀŘŘƛǘƛƻƴΣ ƛƴ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǇǳōƭƛŎƭȅ ƛƴǾƛǘŜǎ ŦŜŜŘōŀŎƪ ƻƴ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ 9¦wL.hw 

ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎΣ ƛƴ ƻǊŘŜǊ ǘƻ ƳŀƪŜ ƛǘ ǇƻǎǎƛōƭŜ ŦƻǊ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ǘǊŀƴǎƛǘƛƻƴ ŀǎ ǎƳƻƻǘƘƭȅ ŀǎ ǇƻǎǎƛōƭŜ ǎƘƻǳƭŘ 
9¦wL.hw ŎŜŀǎŜ ǘƻ ŜȄƛǎǘΦ IŜǊŜΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƛǎ ǎǘǊƛǾƛƴƎ ǘƻ ǊŜŎƻƳƳŜƴŘ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ǘƘŀǘ Ƴŀȅ ōŜ ǾƛŜǿŜŘ 
ŀǎ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘΦ IƻǿŜǾŜǊΣ ƛǘ ǊŜƳŀƛƴǎ ǘƘŜ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ƻŦ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘ ǘƻ ŀƴŀƭȅǎŜ ŀƴŘ ǎǳōǎǘŀƴǘƛŀǘŜ ǘƘŀǘ 

ǘƘƛǎ ƛǎ ǘƘŜ ŎŀǎŜ ǿƘŜƴ ǘƘŜȅ ƳŀƪŜ ōǳǎƛƴŜǎǎ ŘŜŎƛǎƛƻƴǎ ŀƴŘ ǇǊŜǇŀǊŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ 



 

от 
 

ƻǊΣ ƛƴ ǘƘŜ ŜǾŜƴǘ 9¦wL.hw ŎŜŀǎŜǎΣ ŀ 9¦wL.hw ǊŜǇƭŀŎŜƳŜƴǘ ƳŜŀǎǳǊŜ58 59 60Φ Lƴ ǇŀǊǘƛŎǳƭŀǊΣ ƛŦ ǘƘƛǎ 

9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƛǎ ǘƻ ōŜ ǳǎŜŘ ŀǎ ŀ ŦŀƭƭōŀŎƪ ŦƻǊ ƭƻƴƎŜǊ 9¦wL.hw ǘŜƴƻǊǎΣ ǎǳŎƘ ŀǎ ǎƛȄ ƳƻƴǘƘǎ ƻǊ 

ǘǿŜƭǾŜ ƳƻƴǘƘǎΣ ǘƘŜǊŜ ƛǎ ŀ Ǌƛǎƪ ǘƘŀǘ ǘƘŜ ƛƴǘŜǊŜǎǘ ŀƳƻǳƴǘ ƛƴ ŀ ǇŜǊƛƻŘ ŎƻǳƭŘ ŘƛǎŎƻƴƴŜŎǘ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŦǊƻƳ 

ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ōŜŎŀǳǎŜ ƻŦ Ǿƻƭŀǘƛƭƛǘȅ ƛƴ ǘƘŜ ƳŀǊƪŜǘΦ ¢ƘŜǊŜŦƻǊŜΣ ǘƘŜ ²ƻǊƪƛƴƎ DǊƻǳǇ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ 

ŎǊƛǘŜǊƛƻƴ ŀǎ ƘŀǾƛƴƎ άǉǳŜǎǘƛƻƴŀōƭŜ ŦŜŀǎƛōƛƭƛǘȅέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

DƛǾŜƴ ǘƘŀǘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀǊŜ ƛŘŜƴǘƛŎŀƭ ŦƻǊ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŦƻǊ ŀ ŦƛƴŀƴŎƛŀƭ 

ŀǎǎŜǘ ǊŜŦŜǊŜƴŎƛƴƎ 9¦wL.hw ǎǘƛƭƭ ǊŜŦƭŜŎǘǎ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅΣ ŜǾŜƴ ƛŦ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜ ƛǎ ǘǊƛƎƎŜǊŜŘΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŜǊŜŦƻǊŜ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ ŀ 

ƎƻƻŘ ōŀǎƛǎ ŦƻǊ ŎǊŜŀǘƛƴƎ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǘƘŀǘ ƛǎ ŜŎƻƴƻƳƛŎŀƭƭȅ ŜǉǳƛǾŀƭŜƴǘ ǘƻ 9¦wL.hwΣ ŀƴŘ 

ǘƘŜǊŜŦƻǊŜ ǾƛŜǿǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ŀǎ άŦŜŀǎƛōƭŜέ ŦƻǊ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

6) wƛǎƪ ƳŀƴŀƎŜƳŜƴǘ impacts  

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ŜǾŀƭǳŀǘŜǎ ǿƘŜǘƘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ Ƙŀǎ ŀƴȅ ƛƳǇŀŎǘ ƻƴ Ǌƛǎƪ ƳƻŘŜƭǎΣ L¢ 

ǎȅǎǘŜƳǎΣ ǇǊƻŎŜŘǳǊŜǎ ŀƴŘ ƻǘƘŜǊ ŀǎǇŜŎǘǎ ŀŦŦŜŎǘƛƴƎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀŎǘƛǾƛǘƛŜǎΦ  

!ǎ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŜȄǇƭŀƛƴǎ ƛƴ ƛǘǎ ǊŜǇƻǊǘ ƻƴ ǘƘŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇƭƛŎŀǘƛƻƴǎ ƻŦ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ 

ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ŦƻǊ 9¦wL.hw61Σ ǿƘŜƴ ŜǾŀƭǳŀǘƛƴƎ ǇƻǎǎƛōƭŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇŀŎǘǎ ƳŀǊƪŜǘ 

ǇŀǊǘƛŎƛǇŀƴǘǎ ǎƘƻǳƭŘ ōŜŀǊ ƛƴ ƳƛƴŘ ǘƘŜ ŜǉǳƛǾŀƭŜƴŎŜ ōŜǘǿŜŜƴ 9¦wL.hw ŀƴŘ ƛǘǎ ǇǊƻǇƻǎŜŘ ŦŀƭƭōŀŎƪ 

ƳŜŀǎǳǊŜΣ ƛΦŜΦ ǿƘŜǘƘŜǊ ŎŀǎƘ Ŧƭƻǿǎ ŎŀƭŎǳƭŀǘŜŘ ǳƴŘŜǊ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ƘŀǾŜ ǘƘŜ ǎŀƳŜ ƛƳǇŀŎǘ 

ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜΣ ǘƛƳƛƴƎ ŀƴŘ ǇŜǊƛƻŘ ŎƻƴƎǊǳŜƴŎȅ ŀǎ ǘƘŜ ŎǳǊǊŜƴǘ ǇǊŀŎǘƛŎŜΦ Lƴ ƎŜƴŜǊŀƭ ǘŜǊƳǎΣ ŜŎƻƴƻƳƛŎ 

ŜǉǳƛǾŀƭŜƴŎŜ ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜ Ƴŀȅ ōŜ ŀŎƘƛŜǾŜŘ ōȅ ŎƻƴǎǘǊǳŎǘƛƴƎ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ 

ŀ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ό/ƘŀǇǘŜǊ рύ ŀƴŘ ŀƴ ŀŘƧǳǎǘƳŜƴǘ ǎǇǊŜŀŘ ό/ƘŀǇǘŜǊ сύΦ ¢ƘŜ ƭŀǘǘŜǊ ƛǎ Ǉǳǘ ƛƴ 

ǇƭŀŎŜ ƛƴ ƻǊŘŜǊ ǘƻ ƳƛƴƛƳƛǎŜ ǘƘŜ ǾŀƭǳŜ ǘǊŀƴǎŦŜǊ ǿƘŜƴ ǘǊŀƴǎƛǘƛƻƴƛƴƎ ŦǊƻƳ 9¦wL.hw ǘƻ ƛǘǎ ŦŀƭƭōŀŎƪ ǊŀǘŜ 

ǎƘƻǳƭŘ 9¦wL.hw ŎŜŀǎŜ ǘƻ ŜȄƛǎǘ ς ǿƛǘƘ ǘƘŜ ŀƛƳ ƻŦ ŜƴǎǳǊƛƴƎ ŀ ǎƳƻƻǘƘ ǘǊŀƴǎƛǘƛƻƴΦ IƻǿŜǾŜǊΣ ǘƻ ŀŎƘƛŜǾŜ 

ŜǉǳƛǾŀƭŜƴŎŜ ƛƴ ǘŜǊƳǎ ƻŦ ǘƛƳƛƴƎ ŀƴŘ ǇŜǊƛƻŘ ŎƻƴƎǊǳŜƴŎȅΣ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǘŜŎƘƴƛǉǳŜǎ ƳƛƎƘǘ ƴŜŜŘ ǘƻ ōŜ 

ŀǇǇƭƛŜŘΦ 

Lƴ ŀŘŘƛǘƛƻƴΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǎƘƻǳƭŘ ǘǊȅ ǘƻ ƪŜŜǇ ǘƘŜ ǾŀǊƛŀōƛƭƛǘȅ ƻŦ ŦŀƭƭōŀŎƪ ǊŀǘŜǎ ōŜǘǿŜŜƴ ŘƛŦŦŜǊŜƴǘ 

ǇǊƻŘǳŎǘ ŎƭŀǎǎŜǎ όƛƴŎƭǳŘƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎύ ǘƻ ŀ ƳƛƴƛƳǳƳΦ 5ƛŦŦŜǊŜƴŎŜǎ ƛƴ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ǘƘŜ ǘǊƛƎƎŜǊƛƴƎ ƻŦ 

 

58  ²ƘŜƴ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ƳƻŘƛŦƛŜŘ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ƛƴ ŀƴ LCw{ ф {ttL ǘŜǎǘΣ ǘƘŜ ƻōƧŜŎǘƛǾŜ ƛǎ ǘƻ ŘŜǘŜǊƳƛƴŜ Ƙƻǿ ŘƛŦŦŜǊŜƴǘ ǘƘŜ 
ŎƻƴǘǊŀŎǘǳŀƭ όǳƴŘƛǎŎƻǳƴǘŜŘύ ŎŀǎƘ Ŧƭƻǿǎ ŎƻǳƭŘ ōŜ ŦǊƻƳ ǘƘŜ όǳƴŘƛǎŎƻǳƴǘŜŘύ ŎŀǎƘ Ŧƭƻǿǎ ǘƘŀǘ ǿƻǳƭŘ ŀǊƛǎŜ ƛŦ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ 

ƳƻƴŜȅ ŜƭŜƳŜƴǘ ǿŀǎ ƴƻǘ ƳƻŘƛŦƛŜŘ όǘƘŜ ōŜƴŎƘƳŀǊƪ ŎŀǎƘ ŦƭƻǿǎύΦ ¢ƻ ƳŀƪŜ ǘƘƛǎ ŘŜǘŜǊƳƛƴŀǘƛƻƴΣ ǘƘŜ Ŝƴǘƛǘȅ Ƴǳǎǘ ŎƻƴǎƛŘŜǊ ǘƘŜ 
ŜŦŦŜŎǘ ƻŦ ǘƘŜ ƳƻŘƛŦƛŜŘ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ŜƭŜƳŜƴǘ ƛƴ ŜŀŎƘ ǊŜǇƻǊǘƛƴƎ ǇŜǊƛƻŘΣ ŀƴŘ ŀƭǎƻ ŎǳƳǳƭŀǘƛǾŜƭȅΣ ƻǾŜǊ ǘƘŜ ƭƛŦŜ ƻŦ ǘƘŜ 
ŦƛƴŀƴŎƛŀƭ ƛƴǎǘǊǳƳŜƴǘΦ ¢ƘŜ ǊŜŀǎƻƴ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ƛǎ ǎŜǘ ƛƴ ǘƘƛǎ ǿŀȅ ƛǎ ƴƻǘ ǊŜƭŜǾŀƴǘ ǘƻ ǘƘŜ ŀƴŀƭȅǎƛǎΦ LŦ ƛǘ ƛǎ ŎƭŜŀǊΣ ŦǊƻƳ ƭƛǘǘƭŜ ƻǊ 

ƴƻ ǉǳŀƭƛǘŀǘƛǾŜ ŀƴŀƭȅǎƛǎΣ ǿƘŜǘƘŜǊ ǘƘŜ ŎƻƴǘǊŀŎǘǳŀƭ όǳƴŘƛǎŎƻǳƴǘŜŘύ ŎŀǎƘ Ŧƭƻǿǎ ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ǳƴŘŜǊ ŀǎǎŜǎǎƳŜƴǘ ŎƻǳƭŘ 
όƻǊ ŎƻǳƭŘ ƴƻǘύ ōŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŘƛŦŦŜǊŜƴǘ ŦǊƻƳ ǘƘŜ όǳƴŘƛǎŎƻǳƴǘŜŘύ ōŜƴŎƘƳŀǊƪ ŎŀǎƘ ŦƭƻǿǎΣ ŀƴ Ŝƴǘƛǘȅ ƴŜŜŘ ƴƻǘ ǇŜǊŦƻǊƳ ŀ 
ŘŜǘŀƛƭŜŘ ǉǳŀƴǘƛǘŀǘƛǾŜ ŀǎǎŜǎǎƳŜƴǘΦ LŦ ǘƘŜ ƳƻŘƛŦƛŜŘ ǘƛƳŜ ǾŀƭǳŜ ƻŦ ƳƻƴŜȅ ŜƭŜƳŜƴǘ ŎƻǳƭŘ ǊŜǎǳƭǘ ƛƴ ŎƻƴǘǊŀŎǘǳŀƭ όǳƴŘƛǎŎƻǳƴǘŜŘύ 

ŎŀǎƘ Ŧƭƻǿǎ ǘƘŀǘ ŀǊŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŘƛŦŦŜǊŜƴǘ ŦǊƻƳ ǘƘŜ όǳƴŘƛǎŎƻǳƴǘŜŘύ ōŜƴŎƘƳŀǊƪ ŎŀǎƘ ŦƭƻǿǎΣ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ŘƻŜǎ ƴƻǘ 
ƳŜŜǘ ǘƘŜ ŎƻƴŘƛǘƛƻƴǎ ƻŦ ǘƘŜ LCw{ ф IƻƭŘ-ǘƻ-/ƻƭƭŜŎǘ ƻǊ IƻƭŘ-ǘƻ-/ƻƭƭŜŎǘϧ{ŀƭŜ ōǳǎƛƴŜǎǎ ƳƻŘŜƭΦ DƻƛƴƎ ŦƻǊǿŀǊŘΣ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
ŀǎǎŜǘ ǿƻǳƭŘ ǘƘŜƴ ƘŀǾŜ ǘƻ ōŜ ƳŜŀǎǳǊŜŘ ŀǘ ŦŀƛǊ ǾŀƭǳŜ ǘƘǊƻǳƎƘ ǇǊƻŦƛǘ ŀƴŘ ƭƻǎǎΦ 

59  {ŜŜ [ŜǘǘŜǊ ŦǊƻƳ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƻ ǘƘŜ L!{. ƻƴ LCw{ф ŀƴŘ L!{офΣ Wǳƭȅ нлнлΦ 

60  {ŜŜ ²ƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƳŜŜǘƛƴƎ ƳƛƴǳǘŜǎΣ мл {ŜǇǘŜƳōŜǊ нлнлΦ 

61  {ŜŜ wŜǇƻǊǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǘƘŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇƭƛŎŀǘƛƻƴǎ ƻŦ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ǘƘŜ ϵ{¢w ŀƴŘ ǘƘŜ 

ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ϵ{¢w-ōŀǎŜŘ ŦŀƭƭōŀŎƪǎ ŦƻǊ 9¦wL.hwΣ hŎǘƻōŜǊ нлмфΦ   

https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200702/2020_07_02_WG_on_euro_RFR_letter_to_IASB_IFRS9_IAS39_hedge_accounting_and_IFRS9_SPPI_testing.pdf
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200910/2020_09_10_WG_on_euro_RFR_teleconference_Minutes.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ecb.wgeurofr_riskmanagementimplicationstransitioneoniaeurostrfallbackseuribor~156067d893.en.pdf
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9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŀƴŘ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǘƘŜǎŜ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŎŀƴΣ ǇƻǘŜƴǘƛŀƭƭȅΣ ŎǊŜŀǘŜ tϧ[ 

Ǿƻƭŀǘƛƭƛǘȅ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ άōŀǎƛǎ Ǌƛǎƪǎέ ŀǊƛǎƛƴƎ ōŜǘǿŜŜƴ 9¦wL.hw ŀƴŘ ǘƘŜ ŎƻǊǊŜǎǇƻƴŘƛƴƎ ŦŀƭƭōŀŎƪ ǊŀǘŜǎΦ ¢ƻ 

ŀǾƻƛŘ ǘƘŜ Ǌƛǎƪ ƻŦ ƛƴŎƻƴǎƛǎǘŜƴŎȅ ƛƴ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ǘƘŜ ǘǊƛƎƎŜǊƛƴƎ ƻŦ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŦƻǊ 

ŘƛŦŦŜǊŜƴǘ ŦƛƴŀƴŎƛŀƭ ǇǊƻŘǳŎǘǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƛǎ ŎƻƴǎǳƭǘƛƴƎ ƻƴ ŀ ƎŜƴŜǊƛŎ ǎŜǘ ƻŦ 9¦wL.hw ŦŀƭƭōŀŎƪ 

ǘǊƛƎƎŜǊ ŜǾŜƴǘǎ ƛƴ ǇŀǊŀƭƭŜƭ ǘƻ ǘƘƛǎ Ŏƻƴǎǳƭǘŀǘƛƻƴ62Φ !ƭǎƻΣ ŀǎ ŘƛǎŎǳǎǎŜŘ ƛƴ ǇŀǊŀƎǊŀǇƘ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ 

ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΣ ōŀǎƛǎ Ǌƛǎƪ ǘƘŀǘ ŎƻǳƭŘ ǊŜǎǳƭǘ ŦǊƻƳ ŘƛŦŦŜǊŜƴǘ ǘȅǇŜǎ ƻŦ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ 

ŎƻǳƭŘ ōŜ ƳƛǘƛƎŀǘŜŘ ǳǎƛƴƎ ōŀǎƛǎ ǎǿŀǇǎΦ IƻǿŜǾŜǊΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǎƘƻǳƭŘ ōŜ ŀǿŀǊŜ ǘƘŀǘ ǘƘŜ ōŀǎƛǎ 

ǎǿŀǇǎ ƳŀǊƪŜǘ Ƙŀǎ ƴƻǘ ȅŜǘ ōŜŜƴ ŘŜǾŜƭƻǇŜŘ ŀƴŘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ŀ ǎƛƴƎƭŜ-ǎƛŘŜŘ ōŀǎƛǎ ǎǿŀǇ ƳŀǊƪŜǘ ǘƘŀǘ 

ǿƻǳƭŘ ŎƻƳŜ ŀǘ ŀ ŎƻǎǘΦ  

CƛƴŀƭƭȅΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ŜǎǘŀōƭƛǎƘ ŎƻƳƳƻƴ ƳŀǊƪŜǘ ǇǊŀŎǘƛŎŜǎ ƛƴ ƻǊŘŜǊ ǘƻ ǊŜŘǳŎŜ ƻǇŜǊŀǘƛƻƴŀƭ Ŏƻǎǘǎ ŀƴŘ 

ǎƛƳǇƭƛŦȅ ǘƘŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŘƛŦŦŜǊŜƴǘ ŦŀƭƭōŀŎƪ ǘȅǇŜǎ ƛƴ L¢ ǎȅǎǘŜƳǎΣ ǘƻ ŀǾƻƛŘ ƻǇŜǊŀǘƛƻƴŀƭ ǊƛǎƪΦ  

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ  

¢ƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ƭƻƻƪōŀŎƪ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǊŜǎǳƭǘ ƛƴ ŀ ǊŀǘŜ ǘƘŀǘ 

ƛǎ ƪƴƻǿƴ ŎƭƻǎŜ ǘƻ ǘƘŜ ŜƴŘ ƻŦ ŀƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ όŎŀƭŎǳƭŀǘŜŘ ƛƴ ŀǊǊŜŀǊǎύ ŀƴŘ ƴƻǘ ŀǘ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ŀƴ 

ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ ¢ƘǳǎΣ ŀ ǊŀǘŜ ŎŀƭŎǳƭŀǘŜŘ ōŀǎŜŘ ƻƴ ǘƘŜǎŜ ǘǿƻ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿƛƭƭ ƴƻǘ ōŜ ŜǉǳƛǾŀƭŜƴǘ ƛƴ 

ǘŜǊƳǎ ƻŦ ǘƛƳƛƴƎ ŀƴŘ ǇŜǊƛƻŘ ƻŦ ŎƻƴƎǊǳŜƴŎȅ ǘƻ ǘƘŜ ŎǳǊǊŜƴǘ 9¦wL.hw ƳŜǘƘƻŘƻƭƻƎȅ όǿƘŜǊŜ ǘƘŜ ǊŀǘŜ ƛǎ 

ƪƴƻǿƴ ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ŀƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘύΦ .ŜŎŀǳǎŜ ǘƘŜ ǊŀǘŜ ŦƛȄŜŘ ƛƴ ŀǊǊŜŀǊǎ ƛǎ ƴƻǘ ƪƴƻǿƴ ǳƴǘƛƭ ŎƭƻǎŜ ǘƻ 

ǘƘŜ ŜƴŘ ƻŦ ŀƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ǘƘŜ ǊŜǎǳƭǘ ƛǎ ŀ ƭƛƳƛǘŜŘ ǘƛƳŜŦǊŀƳŜ ƛƴ ǿƘƛŎƘ ǘƻ ŦƛȄ ǘƘŜ ǊŀǘŜΣ ŎŀƭŎǳƭŀǘŜ ŀƴŘ 

ǊŜŎƻƴŎƛƭŜ ǘƘŜ ƛƴǘŜǊŜǎǘ ŘǳŜΣ ŀƴŘ ŀǊǊŀƴƎŜ ǇŀȅƳŜƴǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘΦ tŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ƭƻƻƪōŀŎƪ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƳƛƎƘǘ ǘƘŜǊŜŦƻǊŜ ƘŀǾŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇŀŎǘǎ ǎǳŎƘ ŀǎ ŎǊŜŘƛǘ Ǌƛǎƪ ŀƴŘ ƻǇŜǊŀǘƛƻƴŀƭ 

ǊƛǎƪΣ ŀƴŘ ƳƛƎƘǘ ƛƴǘǊƻŘǳŎŜ Ǿŀƭǳŀǘƛƻƴ ŀƴŘ ŎŀǎƘ-Ŧƭƻǿ ŦƻǊŜŎŀǎǘƛƴƎ ŘƛŦŦƛŎǳƭǘƛŜǎΦ 

¶ /ǊŜŘƛǘ ǊƛǎƪΦ hƴƭȅ ƪƴƻǿƛƴƎ ǘƘŜ ŜȄŀŎǘ ƛƴǘŜǊŜǎǘ ŀƳƻǳƴǘ ǘƻ ōŜ ǇŀƛŘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ 

ǿƻǳƭŘ ƛƴǘǊƻŘǳŎŜ ŀŘŘƛǘƛƻƴŀƭ ŎǊŜŘƛǘ Ǌƛǎƪ ƭƛƴƪŜŘ ǘƻ ǳƴŎŜǊǘŀƛƴǘȅ ƻǾŜǊ ǘƘŜ Ŧƛƴŀƭ ǇŀȅƳŜƴǘ ŀƳƻǳƴǘΦ CƻǊ 

ǘƘƛǎ ǊŜŀǎƻƴΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǎƘƻǳƭŘ ŎŀǊŜŦǳƭƭȅ ŀǎǎŜǎǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ 

ƭƻƻƪōŀŎƪ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǿƘŜƴ ƻŦŦŜǊƛƴƎ ǇǊƻŘǳŎǘǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǘƻ ǊŜǘŀƛƭκ{a9 

ŎƻƴǎǳƳŜǊǎΣ ŦǊƻƳ ŀ ŎƻƴǎǳƳŜǊ ǇǊƻǘŜŎǘƛƻƴ Ǉƻƛƴǘ ƻŦ ǾƛŜǿΦ Lƴ ŀŘŘƛǘƛƻƴΣ ŘƛǾŜǊƎƛƴƎ ŘŀǘŜǎ ŦƻǊ ǘƘŜ 

ƴƻǘƛƻƴŀƭ ǊŜǇŀȅƳŜƴǘ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇŀȅƳŜƴǘΣ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ 

ŘŜƭŀȅ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΣ ŎƻǳƭŘ ōŜ ŀ ǇƻǘŜƴǘƛŀƭ ǎƻǳǊŎŜ ƻŦ ŎǊŜŘƛǘ ǊƛǎƪΦ  

¶ hǇŜǊŀǘƛƻƴŀƭ ǊƛǎƪΦ !ǎ ǘƘŜ ǊŀǘŜ ǿƻǳƭŘ ƻƴƭȅ ōŜ ƪƴƻǿƴ ŀ ŦŜǿ Řŀȅǎ ōŜŦƻǊŜ ǘƘŜ ǇŀȅƳŜƴǘ ŘŀǘŜ ŦƻǊ ōƻǘƘ 

ǘƘŜ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ǘƘŜ ƭƻƻƪōŀŎƪ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ǘƘƛǎ ǿƻǳƭŘ ƻƴƭȅ ŀƭƭƻǿ ŀ ǎƘƻǊǘ ǇŜǊƛƻŘ ƻŦ ǘƛƳŜ 

ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǇŀȅƳŜƴǘǎΣ ŦƻǊ ōƛƭƭƛƴƎΣ ŀƴŘ ŦƻǊ ǎŜǘǘƭŜƳŜƴǘΦ ¢Ƙƛǎ ƛǎ ǇŀǊǘƛŎǳƭŀǊƭȅ ǊŜƭŜǾŀƴǘ ǿƘŜƴ 

ƛǘ ƛǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƻōǘŀƛƴ ŎƻƴǎŜƴǘ ƻǊ ŎƻƳǇƭȅ ǿƛǘƘ ŜȄŎƘŀƴƎŜ ŎƻƴǘǊƻƭǎΦ 

¶ ±ŀƭǳŀǘƛƻƴ ŀƴŘ ŎŀǎƘ-Ŧƭƻǿ ŦƻǊŜŎŀǎǘƛƴƎΦ ¢ƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ƻǊ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ 

ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀǊŜ ƴƻǘ ŎƻƳǇŀǘƛōƭŜ ǿƛǘƘ ǘƘŜ ǳǇŦǊƻƴǘ ŘƛǎŎƻǳƴǘƛƴƎ ƻŦ ƛƴǘŜǊŜǎǘ ǿƘƛŎƘ 

ƛǎ ŀƴ ŜǎǎŜƴǘƛŀƭ ǊŜǉǳƛǊŜƳŜƴǘ ŦƻǊ ǎƻƳŜ ǇǊƻŘǳŎǘǎ ǎǳŎƘ ŀǎ ǘǊŀŘŜ ŦƛƴŀƴŎŜΦ Lƴ ŀŘŘƛǘƛƻƴΣ ŀƴŘ ŀǎ ƛƴŎƭǳŘŜŘ 

ƛƴ ǇŀǊŀƎǊŀǇƘ о όά/ƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜέύΣ ŀƭǘƘƻǳƎƘ ŎŀǎƘ Ŧƭƻǿ ŦƻǊŜŎŀǎǘƛƴƎ ƛǎ ǎǘƛƭƭ ǇƻǎǎƛōƭŜ ǿƛǘƘ ƛƴ 

ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ƛǘ ǿƻǳƭŘ ōŜ ǇŜǊŦƻǊƳŜŘ ǿƛǘƘ ƭŜǎǎ ǇǊŜŎƛǎƛƻƴ ǘƘŀƴ ǳƴŘŜǊ ŀƴȅ ŦƛȄƛƴƎ ƛƴ 

ŀŘǾŀƴŎŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

 

62  tǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ 9¦wL.hw ŦŀƭƭōŀŎƪ ǘǊƛƎƎŜǊ ŜǾŜƴǘǎΣ но bƻǾŜƳōŜǊ нлнлΦ 

https://www.ecb.europa.eu/pub/pdf/other/ecb.pubcon_EURIBORfallbacktriggerevents.202011~e3e84e2b02.en.pdf
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¢ƘŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǘƘŀǘ ƛƴǘŜǊŜǎǘ 

ǇŀȅƳŜƴǘǎ ŀǊŜ ƪƴƻǿƴ ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ IƻǿŜǾŜǊΣ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ǊŀƛǎŜǎ ŀ ƴǳƳōŜǊ ƻŦ 

ƛǎǎǳŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ǿƻǳƭŘ ƴƻǘ ōŜ ǊŜŦƭŜŎǘƛǾŜ ƻŦ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΦ !ǎ 

ŀ ǊŜǎǳƭǘΣ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŎƘŀƴƎŜǎ ǿƻǳƭŘ ƴƻǘ ōŜ ŎŀǇǘǳǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ƛƴǘǊƻŘǳŎƛƴƎ ƛƴǘŜǊŜǎǘ 

ǊŀǘŜ ǊƛǎƪΦ Lƴ ŀŘŘƛǘƛƻƴΣ ŀǎ ŀŘŘǊŜǎǎŜŘ ƛƴ ǇŀǊŀƎǊŀǇƘ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΣ ƛǘ 

ǿƻǳƭŘ ōŜ ǾŜǊȅ ŘƛŦŦƛŎǳƭǘ ǘƻ ƳƛǘƛƎŀǘŜ ǘƘŜ ōŀǎƛǎ Ǌƛǎƪ ŀǊƛǎƛƴƎ ōŜǘǿŜŜƴ ŀ ƘŜŘƎŜŘ ŎŀǎƘ ǇǊƻŘǳŎǘ ƛƴŎƭǳŘƛƴƎ ŀ 

ƭŀǎǘ ǊŜǎŜǘ ŀƴŘ ŀ ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜ ƛƴŎƭǳŘƛƴƎ ŀ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘΦ ¢Ƙƛǎ ŎƻǳƭŘ ǊŜǎǳƭǘ ƛƴ 

ƘŜŘƎŜ-ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ŀƴŘΣ ŜǾŜƴΣ ǘƘŜ ǳƴǿƛƴŘƛƴƎ ƻŦ ŜȄƛǎǘƛƴƎ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎΦ   

/ƻƴǎƛŘŜǊƛƴƎ ǘƘŜǎŜ ƻōǎŜǊǾŀǘƛƻƴǎ ƛƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇŀŎǘǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 

ŎƻƴǎƛŘŜǊǎ ǘƘŜ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ ŘǊŀǿōŀŎƪǎέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ŀƴŘ ƻŦ άǉǳŜǎǘƛƻƴŀōƭŜ ŦŜŀǎƛōƛƭƛǘȅέ 

ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ  

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

From a risk management perspective, the advantage of the forward-looking term structure 

methodology is that it is technically very similar to EURIBOR, i.e. available at the start of the 

interest rate period and reflecting expected movements over that interest period.   

!ƭǎƻΣ ŀǎ ŜȄǇƭŀƛƴŜŘ ƛƴ ǇŀǊŀƎǊŀǇƘ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΣ ŦƻǊ ǘƘƻǎŜ ƘŜŘƎŜŘ 

ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǘƘŀǘ ǊŜǉǳƛǊŜ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ōŀǎŜŘ ƻƴ ŀ ǊŜŎƻƳƳŜƴŘŜŘ 

ǳǎŜ ŎŀǎŜ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇΣ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŎƻǳƭŘ ƛƴŎƭǳŘŜ ŀ ōŀǎƛǎ ǎǿŀǇ ƛƴ ǘƘŜ ƘŜŘƎŜ 

ŘƻŎǳƳŜƴǘŀǘƛƻƴ ǿƛǘƘƻǳǘ ƘŀǾƛƴƎ ǘƻ ŘŜ-ŘŜǎƛƎƴŀǘŜ ŀƴŘ ǊŜ-ŘŜǎƛƎƴŀǘŜ ǘƘŜ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇΣ ǎƘƻǳƭŘ 

9¦wL.hw ŎŜŀǎŜ ǘƻ ŜȄƛǎǘΦ IƻǿŜǾŜǊΣ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘƛǎ ōŀǎƛǎ ǎǿŀǇ 

ƳŀǊƪŜǘ ŎƻǳƭŘ ŘŜǾŜƭƻǇ ƛŦ ǘƘŜǊŜ ǿŜǊŜ ŘŜƳŀƴŘ ŦƻǊ ƛǘ ǎƘƻǳƭŘ 9¦wL.hw ŎŜŀǎŜ ǘƻ ŜȄƛǎǘΣ ƛǘ ǿƻǳƭŘ ōŜ ŀ 

ǎƛƴƎƭŜ-ǎƛŘŜŘ ōŀǎƛǎ ǎǿŀǇ ƳŀǊƪŜǘ ǘƘŀǘ ǿƻǳƭŘ ŎƻƳŜ ŀǘ ŀ ŎƻǎǘΦ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŜǊŜŦƻǊŜ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ 

ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ ŘǊŀǿōŀŎƪǎέ ŦƻǊ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅΦ 

7) /ƻƴǎƛǎǘŜƴŎȅ ǿƛǘƘ ƻǘƘŜǊ ƧǳǊƛǎŘƛŎǘƛƻƴǎ ŀƴŘ ŀŎǊƻǎǎ ŀǎǎŜǘ ŎƭŀǎǎŜǎ  

¢Ƙƛǎ ŎǊƛǘŜǊƛƻƴ ŜǾŀƭǳŀǘŜǎ ǘƘŜ ƭŜǾŜƭ ƻŦ ŎƻƴǎƛǎǘŜƴŎȅ ōŜǘǿŜŜƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŀƭȅǎŜŘ ŀƴŘ 

ƳŜǘƘƻŘƻƭƻƎƛŜǎ ǳǎŜŘ ŦƻǊ ƻǘƘŜǊ ŀǎǎŜǘ ŎƭŀǎǎŜǎ ƻǊ ƛƴ ƻǘƘŜǊ ƧǳǊƛǎŘƛŎǘƛƻƴǎΦ 

Lƴ ƛǘǎ нлмп ǊŜǇƻǊǘ63Σ ǘƘŜ C{. ǎŜǘ ƻǳǘ ŀ ǎŜǊƛŜǎ ƻŦ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŀƛƳŜŘ ŀǘ ǎǘǊŜƴƎǘƘŜƴƛƴƎ ƪŜȅ L.hwǎ ƛƴ 

ǘƘŜ ǳƴǎŜŎǳǊŜŘ ƭŜƴŘƛƴƎ ƳŀǊƪŜǘǎΣ ŀƴŘ ŀǘ ǇǊƻƳƻǘƛƴƎ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ŀŘƻǇǘƛƻƴ ƻŦ ŀƭǘŜǊƴŀǘƛǾŜ wCwǎΣ 

ǿƘŜǊŜ ŀǇǇǊƻǇǊƛŀǘŜΦ Lƴ ƛǘǎ нлмф ǇǊƻƎǊŜǎǎ ǊŜǇƻǊǘ64Σ ǘƘŜ C{. ǊŜǇƻǊǘŜŘ ǘƘŀǘ ǘƘŜ ǳǎŜ ƻŦ wCwǎ ǎƘƻǳƭŘ ōŜ 

ŜƴŎƻǳǊŀƎŜŘ ŀŎǊƻǎǎ Ǝƭƻōŀƭ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΣ ŀƴŘ ǘƘŀǘ ŎƻƴǘǊŀŎǘǎ ǊŜŦŜǊŜƴŎƛƴƎ L.hwǎ ǎƘƻǳƭŘ ƘŀǾŜ Ǌƻōǳǎǘ 

ŦŀƭƭōŀŎƪǎΣ ƛΦŜΦ ǘƘƻǎŜ ōŀǎŜŘ ƻƴ ŎƻƳǇƻǳƴŘŜŘ wCwǎ ǊŀǘƘŜǊ ǘƘŀƴ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜǎΦ  

 

63  C{. ǊŜǇƻǊǘ ƻƴ ǊŜŦƻǊƳƛƴƎ ƳŀƧƻǊ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ōŜƴŎƘƳŀǊƪǎΣ Wǳƭȅ нлмпΦ 

64  C{. нлмф ǇǊƻƎǊŜǎǎ ǊŜǇƻǊǘ ƻƴ ǊŜŦƻǊƳƛƴƎ ƳŀƧƻǊ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ōŜƴŎƘƳŀǊƪǎΣ 5ŜŎŜƳōŜǊ нлмфΦ 

https://www.fsb.org/wp-content/uploads/r_140722.pdf
https://www.fsb.org/2019/12/reforming-major-interest-rate-benchmarks-progress-report-2/
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{ƛƴŎŜ ǘƘŜ нлмп C{. ǊŜǇƻǊǘΣ ǾŀǊƛƻǳǎ wCw ǿƻǊƪƛƴƎ ƎǊƻǳǇǎ65 ƘŀǾŜ ōŜŜƴ ǎŜǘ ǳǇ ōȅ ǘƘŜ ǇǳōƭƛŎ ǎŜŎǘƻǊ ǘƻ 

ǇǊƻǾƛŘŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ ŘŜǾŜƭƻǇƛƴƎ ŀƴŘ ŀŘƻǇǘƛƴƎ Ǌƻōǳǎǘ ŀƭǘŜǊƴŀǘƛǾŜ wCwǎ ǘƘŀǘ ŎƻǳƭŘ ŦǳƴŎǘƛƻƴ 

ŜƛǘƘŜǊ ŀǎ ŀƴ L.hw ǊŜǇƭŀŎŜƳŜƴǘ όŜΦƎΦ [L.hw ŀƴŘ 9hbL!ύ ƻǊ ŀǎ ŀƴ L.hw ŦŀƭƭōŀŎƪ όŜΦƎΦ 9¦wL.hwύΦ  

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ C{. ǎǳǇǇƻǊǘǎ ǘƘŜ ǿƻǊƪ L{5! Ƙŀǎ ŘƻƴŜ ǘƻ ǎŜƭŜŎǘ ŎƻƳǇƻǳƴŘŜŘ wCwǎ ŀǎ ǘƘŜ ŦŀƭƭōŀŎƪǎ ŦƻǊ 

L.hw-ǊŜŦŜǊŜƴŎƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎ ŀƴŘ ǘƻ ŜƴŎƻǳǊŀƎŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ ŀŘƻǇǘ ǘƘŜǎŜ ǎƻƭǳǘƛƻƴǎ ŦƻǊ ǘƘŜƛǊ 

ŘŜǊƛǾŀǘƛǾŜ ǇǊƻŘǳŎǘǎΦ ²ƛǘƘ ǘƘŜ ǊŜŎŜƴǘ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ǳǇŘŀǘŜŘ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ L.hw 

CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭΣ L{5! Ƙŀǎ ǎŜǘ ŀ ƳŀǊƪŜǘ ǎǘŀƴŘŀǊŘ ŦƻǊ ŘŜǊƛǾŀǘƛǾŜǎ ōȅ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ 9¦wL.hw 

ŦŀƭƭōŀŎƪΥ όмύ ŀ ϵ{¢w-ōŀǎŜŘ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƛǘƘ ŀ 

ǘǿƻ-Řŀȅ ōŀŎƪǿŀǊŘ ǎƘƛŦǘ ŀŘƧǳǎǘƳŜƴǘΣ ŀƴŘ όнύ ŀ ŦƛǾŜ-ȅŜŀǊ ƘƛǎǘƻǊƛŎŀƭ ƳŜŘƛŀƴ ŀǇǇǊƻŀŎƘ ŦƻǊ ǘƘŜ ǎǇǊŜŀŘ 

ŀŘƧǳǎǘƳŜƴǘΦ 

CƻǊ ŀ ƳŀǊƪŜǘ ǘƻ ōŜ ǘǊŀƴǎǇŀǊŜƴǘΣ ǳƴŘŜǊǎǘŀƴŘŀōƭŜ ŀƴŘ Ŝŀǎȅ ǘƻ ƻǇŜǊŀǘŜΣ ŦǊŀƎƳŜƴǘŀǘƛƻƴ Ǌƛǎƪ ƛƴ ǘƘŜ ƛƴǘŜǊŜǎǘ 

ǊŀǘŜ ōŜƴŎƘƳŀǊƪ ƭŀƴŘǎŎŀǇŜ ǎƘƻǳƭŘ ōŜ ƳƛǘƛƎŀǘŜŘ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΦ Lǘ ƛǎ ǘƘŜǊŜŦƻǊŜ ƴŜŎŜǎǎŀǊȅ ǘƻ ǎŜŜƪ 

ŀ ŎŜǊǘŀƛƴ ƭŜǾŜƭ ƻŦ ŎƻƴǎƛǎǘŜƴŎȅ ŀŎǊƻǎǎ ƧǳǊƛǎŘƛŎǘƛƻƴǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ŦƻǊ ǘƘƻǎŜ ǇǊƻŘǳŎǘǎ ǘƘŀǘ ŀǊŜ 

Ƴǳƭǘƛ-ŎǳǊǊŜƴŎȅ όƛΦŜΦ ǊŜŦŜǊŜƴŎŜ ǾŀǊƛƻǳǎ L.hwǎύ ŀƴŘκƻǊ ŀǊŜ ǳǎŜŘ ŦƻǊ ƘŜŘƎƛƴƎ ǇǳǊǇƻǎŜǎ όŜΦƎΦ ŎŀǎƘ ǇǊƻŘǳŎǘǎ 

ƘŜŘƎŜŘ ǿƛǘƘ ŘŜǊƛǾŀǘƛǾŜǎ ǘƻ ǊŜŘǳŎŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǊƛǎƪύΦ IƻǿŜǾŜǊΣ ǘƘŜǊŜ Ƴŀȅ ōŜ ǎƻƳŜ ǳǎŜǎ ŎŀǎŜǎ ŦƻǊ 

ǇǊƻŘǳŎǘǎ ƻǊ ŎƻƴǎǳƳŜǊ ƎǊƻǳǇǎ ǿƘŜǊŜ ƛǘ ƛǎ ŎƭŜŀǊƭȅ ƴŜŎŜǎǎŀǊȅ ǘƻ ŀǇǇƭȅ ŀ ŘƛŦŦŜǊŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ 

ǿƘŜǊŜ ǘƘŜǎŜ ŎǊƛǘŜǊƛŀ ŀǊŜ ƭŜǎǎ ǊŜƭŜǾŀƴǘΦ 

.ŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

DƛǾŜƴ ǘƘŀǘ L{5! ŀƴŘ ǾŀǊƛƻǳǎ wCw ǿƻǊƪƛƴƎ ƎǊƻǳǇǎ ƘŀǾŜ ǊŜŎƻƳƳŜƴŘŜŘ ǘƘŜ ǳǎŜ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ǾŀǊƛƻǳǎ ǇǊƻŘǳŎǘ ŎŀǘŜƎƻǊƛŜǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ 

ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ ŘǊŀǿōŀŎƪǎέ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ 

ŀƴŘ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ 

CƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ 

¦ǎŜǊǎ ƘŀǾŜ ŀ ǎǘǊƻƴƎ ǇǊŜŦŜǊŜƴŎŜ ŦƻǊ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜǎ ōŀǎŜŘ ƻƴ ϵ{¢wΣ ƎƛǾŜƴ ǘƘŜ 

ƳŜǘƘƻŘƻƭƻƎȅΩǎ ǘŜŎƘƴƛŎŀƭ ǎƛƳƛƭŀǊƛǘƛŜǎ ǿƛǘƘ 9¦wL.hwΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ŦƻǊ ǇǊƻŘǳŎǘǎ ƛƴǾƻƭǾƛƴƎ ǊŜǘŀƛƭκ{a9 

ǳǎŜǊǎ66Φ IƻǿŜǾŜǊΣ ŀǎ ŘƛǎŎǳǎǎŜŘ ƛƴ ǇŀǊŀƎǊŀǇƘ м όάwƻōǳǎǘƴŜǎǎκŀǾŀƛƭŀōƛƭƛǘȅέύΣ ǘƘŜ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ŀ 

wCw-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ƴƻǘ ƎǳŀǊŀƴǘŜŜŘΦ CƻǊ ǘƘƛǎ ǊŜŀǎƻƴΣ wCw 

ǿƻǊƪƛƴƎ ƎǊƻǳǇǎ ƛƴ ǘƘŜ ǾŀǊƛƻǳǎ ƧǳǊƛǎŘƛŎǘƛƻƴǎΥ 

¶ ŜƴǾƛǎŀƎŜ ŀƭǘŜǊƴŀǘƛǾŜǎ ōŀǎŜŘ ƻƴ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀƴŎƘƻǊŜŘ ƻƴ 

ŀŎǘǳŀƭ wCwǎ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΤ 

¶ ǎǳƎƎŜǎǘ ǘƘŜ ǳǎŜ ƻŦ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜǎ ŦƻǊ a set of products and users, ŀƭǘƘƻǳƎƘ 

ǘƘŜȅ ŀƭǎƻ ǎǳƎƎŜǎǘ ƻǘƘŜǊ ŀƭǘŜǊƴŀǘƛǾŜǎ ƛƴ ǎǳŎƘ ŎŀǎŜǎ όŜΦƎΦ ŎŜƴǘǊŀƭ ōŀƴƪ ǊŀǘŜǎ ƻǊ ŦƛȄŜŘ ǊŀǘŜǎύΤ 

¶ ǇǊƻǾƛŘŜ ǿŀǘŜǊŦŀƭƭ ǎǘǊǳŎǘǳǊŜǎ ƛƴ ǿƘƛŎƘ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŦǳƴŎǘƛƻƴǎ 

ŀǎ ŀ ŦŀƭƭōŀŎƪ ǘƻ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

 

65  ¢ƘŜ !ƭǘŜǊƴŀǘƛǾŜ wŜŦŜǊŜƴŎŜ wŀǘŜ /ƻƳƳƛǘǘŜŜΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜǎ ǊŀǘŜǎΣ ǘƘŜ bŀǘƛƻƴŀƭ ²ƻǊƪƛƴƎ 
DǊƻǳǇ ƻƴ {ǿƛǎǎ CǊŀƴŎ wŜŦŜǊŜƴŎŜ wŀǘŜǎΣ ƻǊ ǘƘŜ /Ǌƻǎǎ-LƴŘǳǎǘǊȅ /ƻƳƳƛǘǘŜŜ ƻƴ WŀǇŀƴŜǎŜ ¸Ŝƴ LƴǘŜǊŜǎǘ wŀǘŜ .ŜƴŎƘƳŀǊƪǎΣ 
ŀƳƻƴƎ ƻǘƘŜǊǎΦ 

66  {ŜŜ ǘƘŜ {ǳƳƳŀǊȅ ŦŜŜŘōŀŎƪ ŦƻǊ ǘƘŜ ǎŜŎƻƴŘ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΣ CŜōǊǳŀǊȅ нлмфΦ 

https://www.newyorkfed.org/arrc
https://www.bankofengland.co.uk/markets/transition-to-sterling-risk-free-rates-from-libor
https://darwin.escb.eu/livelink/livelink?func=ll&objaction=overview&objid=301388720https://www.snb.ch/en/ifor/finmkt/fnmkt_benchm/id/finmkt_reformrates
https://darwin.escb.eu/livelink/livelink?func=ll&objaction=overview&objid=301388720https://www.snb.ch/en/ifor/finmkt/fnmkt_benchm/id/finmkt_reformrates
https://darwin.escb.eu/livelink/livelink?func=ll&objaction=overview&objid=301388720
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses01_201902.en.pdf
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¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŜǊŜŦƻǊŜ ŎƻƴǎƛŘŜǊǎ ǘƘƛǎ ŎǊƛǘŜǊƛƻƴ ǘƻ ōŜ άŦŜŀǎƛōƭŜ ǿƛǘƘ ǎƻƳŜ ǊŜƭŜǾŀƴǘ ŘǊŀǿōŀŎƪǎέ 

ŦƻǊ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

 /ƻƴŎƭǳǎƛƻƴǎ 

Based on the outcome of the various selection criteria as shown in Table 2, and by considering (1) 

the FSB guidance, (2) the EURIBOR fallback measures that ISDA has included in the 2006 ISDA 

Definitions and IBOR Fallbacks Protocol, and (3) the recommendations of risk-free rates working 

groups in other jurisdictions, the working group acknowledges that for more sophisticated and 

globally operating market participants the most appropriate EURIBOR fallback measure would be the 

backward-looking lookback period term structure methodology. 

However, the working group also acknowledges that there may be some use cases for certain 

products or for less sophisticated and locally operating market participants where it is clearly 

necessary to know the interest rate in advance ς so the forward-looking term structure methodology 

would be better suited to ensuring greater client acceptance ς or where ŎƻƴǎƛǎǘŜƴŎȅ ǿƛǘƘ L{5!Ωǎ 

proposals for derivative products might be less relevant. For this reason, in the following sections the 

working group conducts a deeper analysis of the main products, sectors and models that use 

EURIBOR as a reference rate, in order to identify possible use cases. 

For those use cases in which a forward-looking term structure methodology may be deemed 

necessary, the working group recommends introducing the forward-looking rate into contracts via a 

άwaterfall structureέΦ This waterfall structure approach implies that any EURIBOR fallback relying on 

a forward-looking term structure methodology would also entail a backward-looking term structure 

methodology or another appropriate alternative as a second layer of fallback. The working group 

believes this would mitigate the risk of the forward-looking methodology not being available. 

Finally, on top of the recommended term structure methodologies used to calculate the EURIBOR 

fallback rate, as proposed by the working group in Chapter 5, a spread should be added in order to 

mitigate possible value transfer if the EURIBOR fallback provision were activated. An analysis of this 

spread adjustment is included in Chapter 6. 

 ¦ǎŜ ŎŀǎŜǎ ŀƴŀƭȅǎƛǎ 

 /ƻǊǇƻǊŀǘŜ ƭŜƴŘƛƴƎ 

EURIBOR is used extensively by corporates as the interest rate benchmark for loans (both syndicated 

and bilateral). Interest on corporate loans is typically made up of a benchmark rate (traditionally 

one, three or six-month EURIBOR) plus a margin (a fixed spread over EURIBOR which depends on the 

creditworthiness of the borrower). 

The structure of EURIBOR (a forward-looking term rate) drives a number of features of the corporate 

lending market, including those which provide flexibility to borrowers. EURIBOR fallbacks should be 

assessed in terms of their impact on the month-end processes, operations, systems and 

documentation of lenders and borrowers. 
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The loan market includes a wide range of lenders and borrowers, from the most complex global 

banking groups and the largest multinational corporates, to the smallest local lenders and 

businesses. As a result, a one-size-fits-all solution may not be possible, and some parts of the loan 

market may require alternative fallback rates to those applicable to most of the corporate loan 

market. In this section, the analysis only refers to the solution proposed for the majority, by value, of 

loans to corporates while some particular cases ς i.e. mortgages, consumer loans and SME loans, 

trade finance, export finance and emerging market finance ς are analysed further in Section 5.3.2 

(άMortgages, consumer loans and SME loansέ), Section 5.3.4 (άTrade financeέ) and Section 5.3.5 

(άExport and emerging markets finance productsέ). 

Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for corporate lending and bilateral loans? 

This is the preferred option for many loans given that (i) although it is an in arrears methodology, it 

would allow time for the calculation of payments, for billing, and for borrowers/lenders to challenge 

any calculations in advance of payments; (ii) the lookback period methodology is helpful in the loan 

market where there is a need to calculate interest accruing during an interest period (e.g. for 

prepayments or calculations related to secondary trading), because it provides certainty for a given 

number of days at any point in the interest period; (iii) it may be easier to adopt from a systems 

perspective than other methods, given that loan system providers have started working with this 

method for LIBOR transition; (iv) the method is consistent with fallback arrangements in derivatives 

documentation based on ISDA which would then facilitate hedging ease (although there may be a 

small mismatch in terms of the length of the lookback period); and (v) the approach is consistent 

with cash products in most other jurisdictions in the absence of a forward-looking term rate (e.g. 

SONIA syndicated loans, SONIA and SARON bilateral loans and SONIA FRNs). 

The approach does, however, face a number of challenges which will need to be worked through to 

make it a workable option: (i) the observation period is not identical to the interest period; (ii) the 

operational implications in respect of prepayments and secondary trading need to be addressed; (iii) 

systems need to be updated and integrated to accommodate this method ς this may take time and 

may also require users to ensure they are using the latest version of the system; and (iv) there may 

be some legal questions associated with compounding in certain civil law jurisdictions (see Section 

5.2.1 under criterion 3 όάClient acceptanceέ). 

In addition, the backward-looking lookback period term structure methodology may not be the 

number one alternative for certain users in (and segments of) the loan market, namely: 

¶ ǎƳŀƭƭŜǊ ōƻǊǊƻǿŜǊǎ ŦƻǊ ǿƘƻƳ ǎƛƳǇƭƛŎƛǘȅ ŀƴŘκƻǊ ǇŀȅƳŜƴǘ ŎŜǊǘŀƛƴǘȅ ƛǎ ŀ ƪŜȅ ŦŀŎǘƻǊ όǎŜŜ {ŜŎǘƛƻƴ 

рΦоΦнύΤ 

¶ ōƻǊǊƻǿŜǊǎ ǿƘƻ ŀǊŜ ǳƴƭƛƪŜƭȅ ǘƻ ōŜ ŀōƭŜ ǘƻ ŀŘŀǇǘ ǘƻ ǘƘŜ ǘŜŎƘƴƻƭƻƎȅ ƻǊ ǇǊƻŎŜǎǎ ǘƘŜ ŎƘŀƴƎŜǎ 

ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅΦ {Ƴŀƭƭ ŎƻǊǇƻǊŀǘŜǎ ŀƴŘ {a9ǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ Ƴŀȅ ƴƻǘ 

ƘŀǾŜ ŀ ŘŜŘƛŎŀǘŜŘ ǘǊŜŀǎǳǊȅ ŦǳƴŎǘƛƻƴ ŀƴŘΣ ŀǎ ŀ ǊŜǎǳƭǘΣ Ƴŀȅ ōŜ ƭŜǎǎ ŀōƭŜ ǘƻ ŀŘŀǇǘ ǘƻ ǘƘŜ ǘŜŎƘƴƻƭƻƎȅ 

ƻǊ ǇǊƻŎŜǎǎ ǘƘŜ ŎƘŀƴƎŜǎ ƴŜŜŘŜŘΣ ƻǊ ŀǊŜ ƳƻǊŜ ƭƛƪŜƭȅ ǘƻ ōŜ ŘƛǎŎƻǳǊŀƎŜŘ ōȅ ǘƘŜ Ŏƻǎǘ ƻŦ ŀŘƻǇǘƛƴƎ ǘƘŜ 

ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ όǎŜŜ {ŜŎǘƛƻƴ рΦоΦнύΤ 

¶ ǎǇŜŎƛŦƛŎ ǇǊƻŘǳŎǘǎ ŦƻǊ ǿƘƛŎƘ ǳǎƛƴƎ ǘƘŜ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ Ƴŀȅ ŎǊŜŀǘŜ ƻǇŜǊŀǘƛƻƴŀƭ 

ŘƛŦŦƛŎǳƭǘȅ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ǘƘŜ ǎƻǇƘƛǎǘƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΣ ǎǳŎƘ ŀǎ ǘƘƻǎŜ ƛŘŜƴǘƛŦƛŜŘ ƛƴ ƻǘƘŜǊ ŀǊŜŀǎ 
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ƻŦ ǘƘƛǎ ǇŀǇŜǊ όŜΦƎΦ ǘǊŀŘŜ ŦƛƴŀƴŎŜ ŀƴŘ ŜȄǇƻǊǘ ŀƴŘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎ όǎŜŜ {ŜŎǘƛƻƴ 

рΦоΦп ŀƴŘ {ŜŎǘƛƻƴ рΦоΦр ǊŜǎǇŜŎǘƛǾŜƭȅύΦ 

In terms of international consistency, it should be noted that in respect of replacing USD LIBOR in the 

US LIBOR syndicated and business loans markets, the ARRC has published its recommendations 

regarding the use of more robust fallback language for new originated LIBOR syndicated loans67 and 

business loans68. For these, the ARRC includes, as the first level of a waterfall structure, the 

forward-looking term SOFR plus a spread adjustment. A backward-looking methodology is included 

as the second step of the waterfall, in case the forward-looking term SOFR is not available. Although 

the ARRC intends to select a forward-looking term SOFR for use as a fallback rate in cash products 

that originally referenced LIBOR, assuming its members can agree that an IOSCO-compliant 

benchmark exists and meets the appropriate criteria set by the ARRC, it is not certain that such a 

benchmark will be produced prior to the discontinuation of LIBOR69. In addition, because standard 

derivatives are not expected to reference a forward-looking term rate, the ARRC notes that those 

loan market participants who execute hedges may prefer to remove the forward-looking term SOFR 

and, instead, fall back on compounded SOFR in order ǘƻ ŀƭƛƎƴ ǿƛǘƘ L{5!Ωǎ ǎǘŀƴŘŀrd definitions for 

derivatives. 

Other backward-looking methodologies do not present major advantages for loans. 

The backward-looking last reset term structure methodology would make it possible to know 

interest payments at the start of the interest period, providing payment certainty to small 

borrowers, although the option offers few advantages for loans apart from that. The approach raises 

a number of issues, including the fact that the observation period would not be reflective of the 

interest period. As a result, it would not capture interest rate changes during the interest period so 

its acceptability to market participants is questionable. Other issues include the fact that (i) it is not 

clear how easy it would be for systems to accommodate the approach; (ii) there would also be 

difficulties with hedging, as explained in Chapter 5.2.1 under criterion 4 όάHedging ease and hedge 

accounting impactsέύ; (iii) it is inconsistent with fallback arrangements in other jurisdictions for 

corporate loans; and (iv) it is inconsistent with other wholesale products. 

The backward-looking payment delay term structure methodology, despite being an in arrears 

methodology, would allow time for the calculation of payments, for billing, and for 

borrowers/lenders to challenge any calculations in advance of payments. The observation period 

would match the interest period and the approach would be in line with how the euro derivatives 

market currently works. However, the approach raises a number of concerns from a loans 

perspective: (i) if interest and principal payments are separated, this would effectively double the 

work of the facility agent (on a syndicated deal) or the lender (on a bilateral deal); (ii) from a risk 

perspective, a delay to the payment of interest adds to the lenders' credit risk in respect of the 

borrower; (iii) there are potential accounting and regulatory issues which would need to be 

considered, e.g. whether the delayed interest would be recognised as accrued or whether it would 

 

67  {ŜŜ !ww/ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ƳƻǊŜ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜ ƛƴ ƴŜǿ ƻǊƛƎƛƴŀǘƛƻƴǎ ƻŦ [L.hw ǎȅƴŘƛŎŀǘŜŘ ƭƻŀƴǎΣ WǳƴŜ 
нлнлΦ 

68  {ŜŜ !ww/ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ƳƻǊŜ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜ ƛƴ ƴŜǿ ƻǊƛƎƛƴŀǘƛƻƴǎ ƻŦ [L.hw ōǳǎƛƴŜǎǎ ƭƻŀƴǎΣ 
{ŜǇǘŜƳōŜǊ нлнлΦ 

69  ¢ƘŜ !ww/ Ƙŀǎ ǎŜǘ ǘƘŜ ƻōƧŜŎǘƛǾŜ ƻŦ ƎŜǘǘƛƴƎ ŀƴ !ww/-ǊŜŎƻƳƳŜƴŘŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ {hCw ǊŀǘŜ ǇǳōƭƛǎƘŜŘ ƛƴ ǘƘŜ ŦƛǊǎǘ 

ƘŀƭŦ ƻŦ нлнм ƛŦ ƭƛǉǳƛŘƛǘȅ ƛƴ {hCw ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘǎ Ƙŀǎ ŘŜǾŜƭƻǇŜŘ ǎǳŦŦƛŎƛŜƴǘƭȅΦ {ŜŜ !ww/ нлнл hōƧŜŎǘƛǾŜǎΣ !ǇǊƛƭ нлнлΦ 

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Updated-Final-Recommended-Language-June-30-2020.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Updated-Final-Recommended-Bilateral-Business-Loans-Fallback-Language-August-27-2020.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_2020_Objectives.pdf
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be recognised as a credit risk; and (iv) changes to loan documentation would also be required (e.g. to 

ensure that the borrower is not seen as being in default if interest is paid with a delay). In addition, 

the method has not been suggested for corporate loans in any other jurisdiction and has not been 

suggested for other wholesale cash products. As a result, it is not one of the preferred options for 

loans. 

Assuming its future availability, the forward-looking methodology might be appropriate for those 

users in (and segments of) the loan market for which the backward-looking lookback period 

methodology might not be as suitable, as noted above and covered in Section 5.3.2 (άMortgages, 

consumer loans and SME loansέ), Section 5.3.4 (άTrade financeέ) and Section 5.3.5 (άExport and 

emerging markets finance productsέ). 

5.3.2 aƻǊǘƎŀƎŜǎΣ ŎƻƴǎǳƳŜǊ ƭƻŀƴǎ ŀƴŘ {a9 ƭƻŀƴǎ 

Retail mortgages, consumer loans and SME loans share similar characteristics. Borrowers of these 

products are usually unsophisticated parties for whom the corresponding interest payments 

represent a significant part of their overall finances. The contracts are normally bilateral, difficult and 

expensive to amend, and have long maturities (i.e. they may be viewed as tough legacy contracts), 

and are regulated by consumer protection legislation that varies by country. In addition, the 

significance of using EURIBOR for retail and SME clients across the euro area should not be 

underestimated. Although its use is not uniform ς Spain, Italy, Austria, Portugal and Finland have a 

much greater share of floating rate mortgages ς these products represent a significant exposure in 

almost all euro area countries. 

Would using the backward-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for mortgages, consumer loans and SME loans? 

There are a number of factors that should be taken into account when considering the most 

appropriate fallback provision for these products, and which might favour the use of an in advance 

methodology instead of an in arrears methodology. However, based on the information gathered by 

the working group, no impediments have been identified to using in arrears methodologies in the 

majority of cases, and specific analysis should be conducted at the local level. 

Notice period for the borrower in advance of payments being made 

Legislation and standard market practice on this topic vary across the euro area. 

In France, for any agreements entered into with a consumer, the index or reference rate used must 

be άclear, accessible, objective and verifiableέ (Article L313-46 of the Consumer Code for mortgage 

loans to individuals and non-professional PMs). Consumers must be able to άclearly understand the 

extent of their commitmentέ. The borrower must be informed of changes to the index before these 

are effective (Article L313-46 on mortgage loans to consumers and Article L312-31 of the Consumer 

Code for consumer loans). According to Article L313-46 of the Consumer Code related to real estate 

loans to individuals and non-professional PMs: άIn the event of a change in the borrowing rate, the 

lender provides this information to the borrower on paper or on another durable medium, before 

ǘƘŜ ŎƘŀƴƎŜ ǘŀƪŜǎ ŜŦŦŜŎǘΦέ ¢Ƙƛǎ ƛƴŦƻǊƳŀǘƛƻƴ ǎǘŀǘŜǎ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ǘƘŜ ƛƴǎǘŀƭƳŜƴǘǎ ŀŦǘŜǊ ǘƘŜ ŜƴǘǊȅ ƛƴǘƻ 

force of the new borrowing rate as well as, where applicable, any change to the number or 

frequency of the instalments. 
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In Spain there are several mandatory legal provisions (Ley 16/2011, de 24 de junio, de contratos de 

crédito al consumo and Orden EHA/2899/2011, de 28 de octubre, de transparencia y protección del 

cliente de servicios bancarios) requiring that the consumer debtor should be aware of the rate in 

advance of the payment day. In particular, for mortgage loans the lender must inform the borrower 

of any change to the payment rate at least 15 days before the change takes effect.  

In Italy, fixing in arrears is feasible provided the client receives sufficient prior notice of the amount 

of the instalment to be paid on the due date. There is no law imposing a minimum notice period. 

However, according to standard market practice, reasonable notice is 10/15 working days before the 

payment date. 

In the Netherlands/Belgium there is no specific legislation for the notice period. However, 

indications received from consumer groups in the region highlight the benefit to the borrower of 

knowing the rate at the start of the period.  

There is also no specific legislation in Austria which prohibits applying in arrears fixing in loan 

contracts with consumers. Nevertheless, consumer protection laws set very high transparency 

standards so banks face severe legal challenges when applying in arrears fixing. The strict 

requirements that the judicature derives from the transparency requirement of § 6 (3) KSchG require 

contracts with consumers to describe all factors affecting the price transparently and in easily 

understandable language. It is highly doubtful that this condition can be met with in arrears fixing, 

especially in the case of contracts with annuity payments (the market standard in Austria), as such 

payments communicated at the beginning and made within a running interest period would only be 

provisional and would ultimately have to be corrected/balanced using the indicator values 

determined at the end of the interest period. Some uncertainties remain, as there is no case law 

from the Austrian Supreme Court pertaining to this matter.  

In Germany, banks are obliged by law to calculate and indicate a concrete interest rate in the 

contractual information at the beginning of the interest period (Case ECJ C-290/19). For consumers, 

there are strict transparency requirements and the methodology used should adequately reflect the 

refinancing situation of the bank. No specific legislation or case law exists with regard to the in 

arrears fixing of the interest rate. Therefore it is ς comparable to the situation in Austria ς legally 

uncertain whether the in arrears fixing of future interest payments (after starting with a concrete 

rate) is feasible (e.g. according to determinable and transparent criteria). The issue of notice period 

then becomes secondary ς there is no definition of a minimum notice period by law, although the 

period must be άreasonableέ. 

The critical issue remains how to determine a sufficient period of notice for the end user ς this is of 

greater importance in the case of mortgage products, which are generally considered to be the most 

critical monthly outgoing for a retail customer. According to the logic underpinning the management 

of monthly finances, a reasonable notice period would be one month in advance of the payment 

being made. This argument is also relevant for any SMEs for which managing short-term cash flows is 

fundamental, and becomes even more relevant in relation to the fallback for EURIBOR-referencing 

contracts, where any change to the notice period should not be deemed to be detrimental to the 

borrower.  

From the above, it follows logically that the backward-looking last reset or the forward-looking term 

structure methodologies would be more suitable as fallback provisions for EURIBOR-referencing 

contracts, although (i) there are some significant challenges related to the use of the 
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backward-looking last reset term structure methodology that need to be taken into account (see 

below) and (ii) the possibility should be considered of communicating in advance the known part of 

the overall rate applied to the loan (and, therefore, the main part of the total payment amount). This 

would facilitate cash flow management by end users if an in arrears backward-looking methodology 

is being considered. 

Financing and credit risk 

For SMEs, knowing the rate in advance is fundamental for invoice discounting/factoring, especially if 

it is without recourse (pro soluto). The amount disbursed is equal to the net present value (NPV) of 

the invoice, so without a rate determined in advance it would not be possible to calculate the NPV 

with any degree of certainty. If a backward-looking in arrears methodology were used, an additional 

payment at maturity would need to be introduced, impacting operational processes and potentially 

increasing credit risk. This additional payment could either be a credit or a debit, depending on the 

difference between the proxy rate at inception and the actual rate at maturity. 

¢ƘŜ ŎƭƛŜƴǘΩǎ understanding of the methodology 

For any benchmark rate used by less sophisticated borrowers in the wider economy, it is important 

to have some degree of understanding of what the rate represents and how it is calculated. This 

becomes even more important when considering the history of these specific borrowing rates. Here 

the backward-looking last reset or lookback period approaches may be easier to conceptually 

understand than the calculation method pertaining to a forward-looking term structure 

methodology.  

Compounding 

The methodology used to determine the RFR rate could be legally challenged in the case of retail 

products and may be considered to be an unfair term, pursuant to Council Directive 93/13/EEC. The 

risk should be limited if the rate is produced by a trusted independent source such as the ECB using a 

methodology that is a market standard and represents the time value of money for a contract paying 

the interest due at a predefined, and not daily, periodicity. 

Challenges faced by the backward-looking last reset term structure methodology 

As outlined above, knowing the rate in advance offers significant advantages to both the borrower 

and the lender for these types of products. There are, however, several challenges related to the use 

of the backward-looking last reset term structure methodology, as explained below. 

1) ¢ŜƴƻǊǎ ƎǊŜŀǘŜǊ ǘƘŀƴ ǘƘǊŜŜ ƳƻƴǘƘǎ 

Lǘ ƛǎ ǘƘŜ ŎƭŜŀǊ ǾƛŜǿ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǘƘŀǘ ŦƻǊ ŦƛȄƛƴƎ ǇŜǊƛƻŘǎ ƭƻƴƎŜǊ ǘƘŀƴ ǘƘǊŜŜ ƳƻƴǘƘǎ όǿƘƛŎƘ ƛǎΣ ŦƻǊ 

ŜȄŀƳǇƭŜΣ ǘƘŜ Ƴƻǎǘ ŎƻƳƳƻƴ ǎƛǘǳŀǘƛƻƴ ƛƴ {ǇŀƛƴΣ ǿƘŜǊŜ ŦƛȄƛƴƎ ǇŜǊƛƻŘǎ ǾŀǊȅ ŦǊƻƳ ǎƛȄ ǘƻ ǘǿŜƭǾŜ ƳƻƴǘƘǎύΣ 

ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǎƘƻǳƭŘ ōŜ ŀǾƻƛŘŜŘ ŦƻǊ ǊŜǘŀƛƭ ƳƻǊǘƎŀƎŜǎΣ 

ŎƻƴǎǳƳŜǊ ƭƻŀƴǎ ŀƴŘ {a9 ƭƻŀƴǎΦ Lƴ ǘƘŜǎŜ ŎŀǎŜǎΣ ǘƘŜ ƳƛǎƳŀǘŎƘ ōŜǘǿŜŜƴ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ 

ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ǿƻǳƭŘ ōŜ ǘƻƻ ƎǊŜŀǘ ǘƻ ǇǊƻǾƛŘŜ ŀƴ ŀŎŎǳǊŀǘŜ ŜƴƻǳƎƘ ǊŜŦƭŜŎǘƛƻƴ ƻŦ ǘƘŜ ŎǳǊǊŜƴǘ 

ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŜƴǾƛǊƻƴƳŜƴǘΦ ¢Ƙƛǎ ŎǊŜŀǘŜǎ ŀŘŘƛǘƛƻƴŀƭ ŎƻƳǇƭŜȄƛǘȅ ŦƻǊ ƭŜƎŀŎȅ ǘǊŀƴǎŀŎǘƛƻƴǎ ǊŜŦŜǊŜƴŎƛƴƎ 

ŦƛȄƛƴƎǎ ƭƻƴƎŜǊ ǘƘŀƴ ǘƘǊŜŜ ƳƻƴǘƘǎ ƛŦ ƴƻ ŦŀƭƭōŀŎƪ ǊŀǘŜ Ƙŀǎ ōŜŜƴ ŘŜŦƛƴŜŘ ƛƴ ǘƘŜ ŎƻƴǘǊŀŎǘΦ Lƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ 

ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜΣ ǘƘŜ ƻƴƭȅ ŦŜŀǎƛōƭŜ ƛƴ ŀŘǾŀƴŎŜ ǎƻƭǳǘƛƻƴ ǿƻǳƭŘ ōŜ ǘƻ ǊŜŦŜǊŜƴŎŜ ŜƛǘƘŜǊ ŀ 

ƻƴŜ-ƳƻƴǘƘ ƻǊ ŀ ǘƘǊŜŜ-ƳƻƴǘƘ ŦƛȄƛƴƎΦ  
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! ŎƻƳǇƻƴŜƴǘ ǘƘŀǘ ƛǎ ŀŘŘƛǘƛƻƴŀƭ ǘƻ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΣ ŀǎ ŘŜǎŎǊƛōŜŘ ƛƴ /ƘŀǇǘŜǊ сΣ ǿƻǳƭŘ ǘƘŜǊŜŦƻǊŜ 

ƴŜŜŘ ǘƻ ōŜ ŎŀƭŎǳƭŀǘŜŘ ƛƴ ƻǊŘŜǊ ǘƻ ŎƻƳǇŜƴǎŀǘŜ ǘƘŜ ƭŜƴŘƛƴƎ ƛƴǎǘƛǘǳǘƛƻƴ ŦƻǊ ǘƘŜ ǊŜŘǳŎǘƛƻƴ ƛƴ ǘŜƴƻǊΦ ¢ƘŜ 

ŀǎȅƳƳŜǘǊƛŎ ƴŀǘǳǊŜ ƻŦ ǘƘƛǎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΣ ƛΦŜΦ ǘƘŜ ƘƛƎƘŜǊ ǘƘŜ ƳŀǊƎƛƴ ƛǎΣ ǘƘŜ ƳƻǊŜ ŘŜǘǊƛƳŜƴǘŀƭ ƛǘ ƛǎ 

ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊ ŀƴŘ ǘƘŜ ƳƻǊŜ ōŜƴŜŦƛŎƛŀƭ ƛǘ ƛǎ ǘƻ ǘƘŜ ƭŜƴŘŜǊΣ ƳŀƪŜǎ ǘƘƛǎ ŎŀƭŎǳƭŀǘƛƻƴ ŜǾŜƴ ƳƻǊŜ ǎŜƴǎƛǘƛǾŜ 

ŦƻǊ ǊŜǘŀƛƭκ{a9 ǇǊƻŘǳŎǘǎΦ ¢ƘŜǊŜŦƻǊŜΣ ǳƴƭŜǎǎ ǘƘƛǎ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǿƛǘƘ ǎǇŜŎƛŦƛŎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘǎ ƛǎ 

ŘŜŦƛƴŜŘ ƛƴ ƭƻŎŀƭ ƭŀǿΣ ǘƘŜǊŜ ƛǎ ŀ Ǌƛǎƪ ǘƘŀǘ ǘƘŜ ŎƻƳǇŜƴǎŀǘƛƻƴ ǇŀȅƳŜƴǘΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŀŘŘƛǘƛƻƴŀƭ 

ŀŘƧǳǎǘƳŜƴǘ ŦƻǊ ǘŜƴƻǊΣ ŎƻǳƭŘ ōŜ ŎƘŀƭƭŜƴƎŜŘΦ Lǘ ƛǎ ŀƭǎƻ ŀƴ ƻǇŜƴ ǉǳŜǎǘƛƻƴ ŀǎ ǘƻ ǿƘƛŎƘ ƛƴŘŜǇŜƴŘŜƴǘ ōƻŘȅ 

ŎƻǳƭŘ ŎŀƭŎǳƭŀǘŜ ǘƘƛǎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΦ ²Ƙƛƭǎǘ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ŀ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ όŀǎ ŘŜŦƛƴŜŘ ƛƴ 

/ƘŀǇǘŜǊ сύ ƛǎ ŀǇǇƭƛŎŀōƭŜ ŦƻǊ ŀƭƭ ƳŜǘƘƻŘƻƭƻƎƛŜǎΣ ǘƘƛǎ ǇŀǊǘƛŎǳƭŀǊ ŀŘƧǳǎǘƳŜƴǘΣ ŦƛȄƛƴƎ ǘƘŜ ǘŜƴƻǊΣ ǿƻǳƭŘ ƻƴƭȅ 

ōŜ ƴŜŎŜǎǎŀǊȅ ŦƻǊ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ŀǇǇǊƻŀŎƘΣ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ ƭŜƎŀƭ Ǌƛǎƪ ƛŦ ƴƻ ŀŘŘƛǘƛƻƴŀƭ ƛƴ ŀŘǾŀƴŎŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ǿŜǊŜ ŀǾŀƛƭŀōƭŜΦ 

2) !ŎŎƻǳƴǘƛƴƎ LǎǎǳŜǎ 

!ǎ ŜȄǇƭŀƛƴŜŘ ƛƴ {ŜŎǘƛƻƴ рΦнΦм ǳƴŘŜǊ ŎǊƛǘŜǊƛƻƴ р όάhǘƘŜǊ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ Ƙŀǎ 

ŎƻƴŎŜǊƴǎ ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅΣ ǎǇŜŎƛŦƛŎŀƭƭȅ ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ƻŦ 

ƳƻƴŜȅ ƻŦ ǘƘƛǎ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ǿƘŜƴ ǇŜǊŦƻǊƳƛƴƎ ŀƴ LCw{ ф {ttL ǘŜǎǘ ƻƴ ǘƘŜ ƛƴƛǘƛŀƭ ǊŜŎƻƎƴƛǘƛƻƴ ƻŦ ŀ 

ƴŜǿ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ǘƘŀǘ ƛƴŎƭǳŘŜǎ ǎǳŎƘ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƻǊΣ ƛƴ ǘƘŜ ŜǾŜƴǘ 9¦wL.hw ŎŜŀǎŜǎΣ ŀ 

9¦wL.hw ǊŜǇƭŀŎŜƳŜƴǘ ƳŜŀǎǳǊŜΦ ¢Ƙƛǎ Ǌƛǎƪ ƛǎ ǊŜŘǳŎŜŘ ǿƘŜƴ ŎƻƴǎƛŘŜǊƛƴƎ ŦƛȄƛƴƎ ǇŜǊƛƻŘǎ ƻŦ ƻƴƭȅ ƻƴŜ ŀƴŘ 

ǘƘǊŜŜ ƳƻƴǘƘǎΣ ŀƭǘƘƻǳƎƘ ƛǘ ǊŜƳŀƛƴǎ ŀǘ ǘƘŜ ŘƛǎŎǊŜǘƛƻƴ ƻŦ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭ ǊŜǇƻǊǘƛƴƎ Ŝƴǘƛǘȅ ǿƘŜǘƘŜǊ ǘƻ 

ŀŎŎŜǇǘ ǘƘƛǎ Ǌƛǎƪ ǿƘŜƴ ƛƴǘǊƻŘǳŎƛƴƎ ŀ ǊŀǘŜ ōŀǎŜŘ ƻƴ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƛƴǘƻ 

ŀ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘΦ !ŘŘƛǘƛƻƴŀƭƭȅΣ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ŎƻǳƭŘ ōŜ ŀ ŎƘŀƭƭŜƴƎŜ ŦƻǊ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅΣ 

ŀǎ ƻǳǘƭƛƴŜŘ ƛƴ /ƘŀǇǘŜǊ рΦнΦм ǳƴŘŜǊ ŎǊƛǘŜǊƛƻƴ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΦ 

3) [ŜƎŀƭ LǎǎǳŜǎ 

Lƴ ǘƘŜ ŎŀǎŜ ƻŦ ƭŜƎŀŎȅ ǘǊŀƴǎŀŎǘƛƻƴǎ ƛǘ ǎƘƻǳƭŘ ŀƭǎƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǿƘŜǘƘŜǊ ŀƴȅ ǊŜǇƭŀŎŜƳŜƴǘ ǊŀǘŜ ƛǎ 

ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ ǘŜǊƳǎ ŀƴŘ ŎƻƴŘƛǘƛƻƴǎ ŘŜŦƛƴŜŘ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ŎƻƴǘǊŀŎǘ όŀǎǎǳƳƛƴƎ ƴƻ ŦŀƭƭōŀŎƪ ǊŀǘŜ 

Ƙŀǎ ōŜŜƴ ŘŜŦƛƴŜŘύΦ ²ƛǘƘ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƘŜǊŜ ŎƻǳƭŘ ōŜ ŀ 

ŎƻƴŦƭƛŎǘ ǿƛǘƘ ǎƻƳŜ ƭƻŎŀƭ ŎƻƴǎǳƳŜǊ ǇǊƻǘŜŎǘƛƻƴ ƭŀǿǎΣ ǎǳŎƘ ŀǎ ǘƘŜ !ǳǎǘǊƛŀƴ ƭŀǿ όϠ с όмύ ½ р Y{ŎƘDύ ǿƘƛŎƘ 

ǊŜǉǳƛǊŜǎ ǘƘŜǊŜ ǘƻ ōŜ ŀ ǎǳŦŦƛŎƛŜƴǘ ŦŀŎǘǳŀƭ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ǘƘŜ ŎǳǊǊŜƴǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŀƴŘ ǘƘŜ ŎǳǊǊŜƴǘ 

Ŏƻǎǘ ƻŦ ǊŜŦƛƴŀƴŎƛƴƎ όƻōǾƛƻǳǎƭȅ ǘƘƛǎ ƳƛǎƳŀǘŎƘ ƛǎ ǊŜŘǳŎŜŘ ŦƻǊ ǎƘƻǊǘŜǊ ŦƛȄƛƴƎ ǇŜǊƛƻŘǎύΦ 

4) {ȅǎǘŜƳ ŀƴŘ ƳƻŘŜƭ ǊŜǉǳƛǊŜƳŜƴǘǎ 

!ƭƭ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƛƴǾƻƭǾŜ ŜƳōŜŘŘƛƴƎ ŀ ŎƻƳǇƻǳƴŘƛƴƎ 

ŎŀƭŎǳƭŀǘƛƻƴ ǿƛǘƘƛƴ ǘƘŜ ŎƻǊŜ ōŀƴƪƛƴƎ ǎȅǎǘŜƳǎ ƻŦ ǘƘŜ ǊŜǘŀƛƭκŎƻǊǇƻǊŀǘŜ ōŀƴƪǎΦ ¢Ƙƛǎ ƛǎ ŀ ŦǳƴŘŀƳŜƴǘŀƭ 

ŎƘŀƴƎŜ ǘƻ ǘƘŜ ŎǳǊǊŜƴǘ ŀǇǇǊƻŀŎƘ ƻŦ ǎƛƳǇƭȅ ǘŀƪƛƴƎ ŀ ŦƛȄƛƴƎ ǊŀǘŜΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ǊŜǉǳƛǊŜǎ ǎƛƎƴƛŦƛŎŀƴǘ L¢ 

ŘŜǾŜƭƻǇƳŜƴǘΦ ¦ƴŦƻǊǘǳƴŀǘŜƭȅΣ ƭƛƳƛǘŜŘ ōŜƴŜŦƛǘ Ƴŀȅ ōŜ ŘŜǊƛǾŜŘ ŦǊƻƳ ŎǳǊǊŜƴǘ ǎȅǎǘŜƳ ŜƴƘŀƴŎŜƳŜƴǘǎ ǿƛǘƘ 

ǊŜƎŀǊŘ ǘƻ ŎƘŀƴƎŜǎ ǘƻ [L.hw ŀǎ ǘƘŜǎŜ Ƴƻǎǘƭȅ ƛƳǇŀŎǘ ŀ ŘƛŦŦŜǊŜƴǘ ǎȅǎǘŜƳ ƭŀƴŘǎŎŀǇŜ ƛƴ ƻǊŘŜǊ ǘƻ 

ǎǇŜŎƛŦƛŎŀƭƭȅ ŎŀǘŜǊ ŦƻǊ ōǳƭƪ ŀƳƻǳƴǘǎ ƻŦ ƘƻƳƻƎŜƴƻǳǎ ǊŜǘŀƛƭκ{a9 ŎƻƴǘǊŀŎǘǎΦ 

Lƴ ǇŀǊŀƭƭŜƭΣ ǘƘŜ ǎƘƛŦǘ ǘƻǿŀǊŘǎ ŀ ŎƻƳǇƻǳƴŘŜŘ ƻǾŜǊƴƛƎƘǘ ǊŀǘŜ ŦƻǊ ǊŜǘŀƛƭ ŀƴŘ {a9 ǇǊƻŘǳŎǘǎ ǿƻǳƭŘ ŀƭǎƻ 

ƛƳǇŀŎǘ ǘƘŜ ǊŜƭŀǘŜŘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǎȅǎǘŜƳǎ ŀƴŘ ƳƻŘŜƭƭƛƴƎΦ 

Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ǘƘŜ ǎȅǎǘŜƳ ŘŜǾŜƭƻǇƳŜƴǘ ǊŜǉǳƛǊŜŘ ŦƻǊ ŀ ŦƛȄƛƴƎ ƛƴ ŀŘǾŀƴŎŜ ƭƻƎƛŎ όƭŀǎǘ ǊŜǎŜǘύ ƛǎ 

ƭŜǎǎ ǘƘŀƴ ŦƻǊ ŀƴȅ ŦƛȄƛƴƎ ƛƴ ŀǊǊŜŀǊǎ ƭƻƎƛŎ όƭƻƻƪōŀŎƪ ǇŜǊƛƻŘκǇŀȅƳŜƴǘ ŘŜƭŀȅύΦ 9ǎǘƛƳŀǘŜǎ ƻŦ ŘŜǾŜƭƻǇƳŜƴǘ 

ǘƛƳŜ ŀƴŘ Ŏƻǎǘǎ ǾŀǊȅ ŦǊƻƳ ƛƴǎǘƛǘǳǘƛƻƴ ǘƻ ƛƴǎǘƛǘǳǘƛƻƴ ōǳǘ ǿƻǳƭŘ ōŜ ŎƭŀǎǎƛŦƛŜŘ ŀǎ ǎƛƎƴƛŦƛŎŀƴǘ ƛŦ ŀƴȅ ƻŦ ǘƘŜ 

Ŏƻǎǘǎ ǿŜǊŜ ǳƭǘƛƳŀǘŜƭȅ ōƻǊƴŜ ōȅ ǘƘŜ ōƻǊǊƻǿŜǊ ǘƘǊƻǳƎƘ ƘƛƎƘŜǊ ƳŀǊƎƛƴǎΦ 
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5) IŜŘƎƛƴƎ Ŏƻǎǘǎ ŀƴŘ ŎƻƳǇƭŜȄƛǘȅ 

!ǎ ƻǳǘƭƛƴŜŘ ƛƴ {ŜŎǘƛƻƴ рΦнΦм ǳƴŘŜǊ ŎǊƛǘŜǊƛƻƴ п όάIŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέύΣ ǘƘŜ 

ƳƛǎƳŀǘŎƘ ōŜǘǿŜŜƴ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŦƻǊ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ 

ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŎǊŜŀǘŜǎ ŀŘŘƛǘƛƻƴŀƭ ŎƘŀƭƭŜƴƎŜǎ ŦǊƻƳ ŀ ƘŜŘƎƛƴƎ ǇŜǊǎǇŜŎǘƛǾŜΦ ¦ƴŦƻǊǘǳƴŀǘŜƭȅΣ ǘƘƛǎ 

ǘȅǇŜ ƻŦ ǇǊƻŘǳŎǘ Ŏŀƴƴƻǘ ōŜ ƘŜŘƎŜŘ ǘƘǊƻǳƎƘ ŀ ǎƛƳǇƭŜ ǎǿŀǇ ōŀǎŜŘ ƻƴ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ ŀƴ 

ŀŎŎƻƳǇŀƴȅƛƴƎ ōŀǎƛǎ ǎǿŀǇ ƛƴ ŘŜǊƛǾŀǘƛǾŜ ƳŀǊƪŜǘǎΦ ¢ƘŜ ŀŘŘƛǘƛƻƴŀƭ ƘŜŘƎƛƴƎ Ŏƻǎǘǎ ǿƻǳƭŘ ǇǊƻōŀōƭȅ ōŜ 

ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊ ǘƘǊƻǳƎƘ ƘƛƎƘŜǊ ƳŀǊƎƛƴǎΦ 

It should be noted that the use of forward-looking rates for loans would be somewhat inconsistent in 

certain jurisdictions, where the anticipated demise of LIBOR is already leading some loan market 

participants to adapt to the use of backward-looking methodologies. However, even in these 

jurisdictions use cases may be envisaged for forward-looking rates. 

¶ Lƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ ¦{ ŘƻƭƭŀǊΣ ǘƘŜ !ww/ ǊŜŎƻƳƳŜƴŘŜŘΣ ƛƴ ƛǘǎ ΨΩƘŀǊŘǿƛǊŜŘ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜΩΩ ŦƻǊ ōǳǎƛƴŜǎǎ 

ƭƻŀƴǎΣ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜ ŀǎ ǘƘŜ ŦƛǊǎǘ ǎǘŜǇ ƻŦ ǘƘŜ ŦŀƭƭōŀŎƪ ǊŀǘŜ ǿŀǘŜǊŦŀƭƭ ŦǊƻƳ ¦{5 [L.hw70Φ 

¶ ! ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜ Ƙŀǎ ŀƭǎƻ ōŜŜƴ ŘŜŜƳŜŘ ǘƻ ōŜ ŀŎŎŜǇǘŀōƭŜ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ 

Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ŦƻǊ ŀ ǾŜǊȅ ƭƛƳƛǘŜŘ ŀƳƻǳƴǘ όōȅ ǾƻƭǳƳŜύ ƻŦ ƭŜƎŀŎȅ {a9 ŎƻƴǘǊŀŎǘǎ71Φ 

¶ Lƴ {ǿƛǘȊŜǊƭŀƴŘΣ ǘƘŜ ƳŀǊƪŜǘ Ƙŀǎ ǎǘŀǊǘŜŘ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ǘƻ ƛƴ ŀǊǊŜŀǊǎ ǊŀǘŜǎ ς ŜƴŘ ǳǎŜǊǎ ǎŜŜƳ ǘƻ ŀŎŎŜǇǘ 

ǘƘŜƳ ŀƴŘ ŀǊŜ ŀōƭŜ ǘƻ ŀŘŀǇǘ ǘƻ ǘƘŜƳΦ IƻǿŜǾŜǊΣ ƛƴ ǘƘŜ ƻǇƛƴƛƻƴ ƻŦ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƳŜƳōŜǊǎ ǘƘŜ 

{ǿƛǎǎ ƳŀǊƪŜǘ Ŏŀƴƴƻǘ ōŜ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ǘƘŜ 9¦ ƳŀǊƪŜǘ ōŜŎŀǳǎŜ όмύ ǘƘŜ {ǿƛǎǎ ƳŀǊƪŜǘ ƛǎ ǊŜƭŀǘƛǾŜƭȅ ǎƳŀƭƭ 

ŀƴŘ ƛǎ ƴƻǘ ŀōƭŜ ǘƻ ŎǊŜŀǘŜ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜΣ ƎƛǾŜƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ŀ {ǿƛǎǎ !ǾŜǊŀƎŜ wŀǘŜ hǾŜǊƴƛƎƘǘ 

ό{!whbύ hL{ ƻǊ ŦǳǘǳǊŜǎ ƳŀǊƪŜǘΣ ŀƴŘ όнύ ǘŀƪŜ-ǳǇ ƻŦ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƛƴ ŀǊǊŜŀǊǎ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ƛǎ 

ǇǊƛƳŀǊƛƭȅ ǎŜŜƴ ƛƴ ƴŜǿ ƳƻǊǘƎŀƎŜ ǇǊƻŘǳŎǘǎ ōǳǘ ƛǎ ƴƻǘ ȅŜǘ ŜǎǘŀōƭƛǎƘŜŘ ŦƻǊ ƭŜƎŀŎȅ ƳƻǊǘƎŀƎŜ ǇǊƻŘǳŎǘǎ72Φ 

Based on the above analysis, the working group recommends that for retail mortgages, consumer 

loans and SME loans the forward-looking term structure methodology would be the most suitable 

EURIBOR fallback measure as it enhances consumer acceptance, follows (local) market practice and 

limits (local) legal challenges. The working group believes that without a forward-looking rate option 

there could be a significant increase in credit, conduct and operational risks, system costs, and 

potential legal challenges and costs. 

At the same time, in recommending the forward-looking term structure methodology the working 

group is mindful of the potential risk that such a methodology is not yet available and that the 

underlying market may not represent a deep and liquid market. The working group therefore 

recommends introducing the forward-looking term rate as the first layer of a waterfall structure in 

which a backward-looking last reset term structure methodology (for tenors of up to three months) 

or, alternatively, a backward-looking lookback period term structure methodology, functions as an 

alternative to the forward-looking term structure methodology. 

 

70  IƻǿŜǾŜǊΣ ǘƘƛǎ Ƴŀȅ ƴƻǘ ōŜ ǘƘŜ ŎŀǎŜ ŦƻǊ ǘƘŜ ŀƳŜƴŘƳŜƴǘ ŀǇǇǊƻŀŎƘ ŀƴŘ ŦƻǊ ǘƘŜ ƘŜŘƎŜŘ ƭƻŀƴ ŀǇǇǊƻŀŎƘΦ {ŜŜ !ww/ 

ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ƳƻǊŜ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜ ŦƻǊ ƴŜǿ ƻǊƛƎƛƴŀǘƛƻƴǎ ƻŦ [L.hw ōƛƭŀǘŜǊŀƭ ōǳǎƛƴŜǎǎ ƭƻŀƴǎΣ нт 
!ǳƎǳǎǘ нлнлΦ 

71  {ŜŜ ¦ǎŜ /ŀǎŜǎ ƻŦ .ŜƴŎƘƳŀǊƪ wŀǘŜǎΥ /ƻƳǇƻǳƴŘŜŘ ƛƴ !ǊǊŜŀǊǎΣ ¢ŜǊƳ wŀǘŜ ŀƴŘ CǳǊǘƘŜǊ !ƭǘŜǊƴŀǘƛǾŜǎΣ WŀƴǳŀǊȅ нлнлΦ 

72  {ŜŜ ǘƘŜ ²ƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƳŜŜǘƛƴƎ ƳƛƴǳǘŜǎΣ мл {ŜǇǘŜƳōŜǊ нлнлΦ 

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Updated-Final-Recommended-Bilateral-Business-Loans-Fallback-Language-August-27-2020.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Updated-Final-Recommended-Bilateral-Business-Loans-Fallback-Language-August-27-2020.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20200910/2020_09_10_WG_on_euro_RFR_teleconference_Minutes.pdf
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 /ǳǊǊŜƴǘ ŀŎŎƻǳƴǘǎ 

This section focuses on current accounts using EURIBOR in interest calculations. EURIBOR is 

sometimes used in current accounts with retail clients and, more frequently, with small businesses 

and corporates. However, there are different practices across banks and across countries throughout 

the euro area, varying also in terms of (1) the frequency of (and thresholds for) adjusting the rate, 

and (2) the timing of interest rate payments. Consistency across countries within the euro area is 

therefore difficult to assess and must be determined on an individual basis by the user. 

Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for current accounts? 

One feature of a current account is that the balance varies from day to day, implying that accrued 

interest cannot be calculated until the end of the interest rate period even when the interest rate is 

known at the beginning of the interest rate period, if EURIBOR is used. 

Taking into account the fact that the forward-looking methodology would also allow the rate to be 

known at the beginning of the interest period, using this methodology would make cash flow 

forecasting easier. The choice of the forward-looking rate would lead to negligible legal and 

operational impacts compared with any other option. However, compared with all other use cases, 

the forward-looking rate may be considered to be preferable but not necessary for current accounts. 

The backward-looking payment delay methodology would allow time for the calculation of 

payments, for billing, and for borrowers/lenders to challenge any calculations in advance of 

payments. In addition, it would reflect the time value of money as the observation period would 

match the interest period. The economic equivalence and the fact that backward-looking 

methodologies are transparent and easily understandable ς especially when published by a public 

entity ς facilitates customer acceptance, making them a highly appropriate alternative. 

The payment delay option would be a better fit for the features of current accounts than the 

lookback period option as the balance on accounts can change every day and they do not have a 

predefined maturity. While payment delay could be managed through just one interest payment 

(e.g. a couple of days after the interest rate date), the lookback period option would require two 

different payments, i.e. one on the interest-end date and an adjustment payment a couple of days 

after if the balance changes between the fixing date (e.g. five business days before the interest-end 

date) and the interest-end date. The lookback period option would be more difficult and complex to 

implement and handle from an operational point of view. 

 ¢ǊŀŘŜ ŦƛƴŀƴŎŜ 

Trade finance covers the financial products that banks and companies use to facilitate domestic or 

international trade and commerce. One of the financial instruments used in trade finance is 

factoring73, whereby a company is paid based on a percentage of its accounts receivables. Trade 

finance transactions are typically small in value, short in tenor and self-liquidating. For this kind of 

 

73  hǘƘŜǊ ŜȄŀƳǇƭŜǎ ŀǊŜ ǎǳǇǇƭȅ ŎƘŀƛƴ ŦƛƴŀƴŎŜ ǎƻƭǳǘƛƻƴǎ όŘƛǎŎƻǳƴǘƛƴƎ ǊŜŎŜƛǾŀōƭŜǎΣ ǇŀȅŀōƭŜǎ ŦƛƴŀƴŎŜΣ ŜǘŎΦύΣ ŘƛǎŎƻǳƴǘƛƴƎ ƻŦ ƭŜǘǘŜǊǎ 

ƻŦ ŎǊŜŘƛǘΣ ƛƳǇƻǊǘκŜȄǇƻǊǘ ƭƻŀƴǎΣ ŀƴŘ ŜȄǇƻǊǘ ŦƛƴŀƴŎŜ ǘǊŀƴǎŀŎǘƛƻƴǎ ǎǳǇǇƻǊǘŜŘ ōȅ ŜȄǇƻǊǘ ŎǊŜŘƛǘ ŀƎŜƴŎƛŜǎΦ 
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product, financing is granted on a discounted interest basis, whether it is extended on a recourse or 

a non-recourse basis. In other words, interest is deducted from the principal disbursed on the first 

day of the financing period, which is an essential condition for non-recourse transactions. 

Would using the backward-looking lookback period methodology to builŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for trade finance? 

As most financing dedicated to trade is extended on a discounted interest basis, this typical trade 

finance feature prevents the usage of benchmark rates known in arrears ς the interest chargeable 

must be known by the time the funds are disbursed. For this reason, neither the lookback period 

methodology nor the payment delay methodology would be appropriate for use as a EURIBOR 

fallback for this type of product. 

Forward-looking term rates, such as EURIBOR at the present time, are well adapted to this product 

and banks and companies count on RFR-based forward-looking term rates to continue to facilitate 

domestic and international trade and commerce with limited disruption. The forward-looking 

methodology would be the preferred option if it were available because it is the only option that 

combines compatibility with the specific business cycle of trade financing with the possibility for the 

lender to source funding at this rate and for the client to hedge (on the assumption that a basis 

swaps market is developed, as explained in Section 5.2.мΣ ǳƴŘŜǊ ŎǊƛǘŜǊƛƻƴ п άHedging ease and hedge 

ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎέ). This conclusion aligns with the views shared by the (i) working group on 

sterling risk-free reference rates in its Use Cases of Benchmark Rates published in January 202074, 

and (ii) the International Chamber of Commerce (ICC)75 working group on IBOR Demise and 

Transitioning to New Benchmarks76. 

The working group on sterling risk-free reference rates identified trade and working capital (supply 

chain financing, receivables financing and documentary trade) as one of the product exceptions 

where using a backward-looking compounded in arrears rate would not be appropriate. 

The ICC working group recommendation is that RFR-based forward-looking term rates should be 

available sufficiently early to avoid any major disruption to the financing of domestic and 

international trade. In addition, in the case of LIBOR currencies for which, unlike EURIBOR, market 

participants may be facing a period during which neither LIBOR nor RFR-based forward-looking term 

rates are available, the ICC workgroup is considering temporary alternatives to actual 

forward-looking term rates, including the following. 

¶ ¢ƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜ Ƙŀǎ ōŜŜƴ ǊŜŎƻƳƳŜƴŘŜŘ ōȅ ǘƘŜ !ww/ ŀǎ ǘƘŜ ŦƛǊǎǘ ƻǇǘƛƻƴ ƻŦ ǘƘŜ ǿŀǘŜǊŦŀƭƭ 

ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ƛƴŎƭǳŘŜǎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀƴ 

ŀƭǘŜǊƴŀǘƛǾŜ ǊŀǘŜ ƛƴ ŎŀǎŜ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜ ƛǎ ƴƻǘ ŀǾŀƛƭŀōƭŜΦ ¢ƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜ ƛǎ 

ŀƭǎƻ ŀŎƪƴƻǿƭŜŘƎŜŘ ōȅ ǘƘŜ ¦YΩǎ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ŀǎ ōŜƛƴƎ ǊŜǉǳƛǊŜŘ 

ŦƻǊ ǘǊŀŘŜ ŦƛƴŀƴŎŜΦ 

¶ ¦ǎƛƴƎ ǘƘŜ hκb ōŜƴŎƘƳŀǊƪ ǊŀǘŜ ǿƛǘƘ ŀ ǘŜǊƳ ǇǊŜƳƛǳƳΦ CƻǊ ǎƻƳŜ ƻǾŜǊƴƛƎƘǘ ǊŀǘŜǎΣ ŜΦƎΦ {hCwΣ ŀ 

ǎŜǾŜƴ-Řŀȅ ŀǾŜǊŀƎŜ ƛǎ ǇǊƻǇƻǎŜŘ ǘƻ ƳƛƴƛƳƛǎŜ ōŀǎƛǎ Ǌƛǎƪ ŀƴŘ ƴƻǊƳŀƭƛǎŜ ǘƘŜ ǊŀǘŜΣ ŀƭǘƘƻǳƎƘ ƛǘ Ƴŀȅ ōŜ 

 

74  {ŜŜ ¦ǎŜ /ŀǎŜǎ ƻŦ .ŜƴŎƘƳŀǊƪ wŀǘŜǎΥ /ƻƳǇƻǳƴŘŜŘ ƛƴ !ǊǊŜŀǊǎΣ ¢ŜǊƳ wŀǘŜ ŀƴŘ CǳǊǘƘŜǊ !ƭǘŜǊƴŀǘƛǾŜǎΣ WŀƴǳŀǊȅ нлнлΦ 

75  {ŜŜ LƴǘŜǊƴŀǘƛƻƴŀƭ /ƘŀƳōŜǊ ƻŦ /ƻƳƳŜǊŎŜ ǿŜōǎƛǘŜΦ 

76  {ŜŜ L// ǊŜŎƻƳƳŜƴŘŀǘƛƻƴ ǇŀǇŜǊ ƻƴ ǘŜǊƳ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜΣ aŀǊŎƘ нлнлΦ 

https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
https://iccwbo.org/
https://iccwbo.org/content/uploads/sites/3/2020/05/icc-recommendation-paper-on-term-reference-rate.pdf
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ƴŜŎŜǎǎŀǊȅ ǘƻ ǳǎŜ ŀƴ ƘƛǎǘƻǊƛŎ ŀǾŜǊŀƎŜ ƎƛǾŜƴ ǘƘŜ Ǿƻƭŀǘƛƭƛǘȅ ƻŦ ǎǳŎƘ ǊŀǘŜǎΣ ŜΦƎΦ ƻǾŜǊ ŀ ǿŜŜƪ ƻǊ ŀ ƭƻƴƎŜǊ 

ǇŜǊƛƻŘΣ ŜǎǇŜŎƛŀƭƭȅ ŦƻǊ {hCwΦ ¢Ƙƛǎ ƛǎ ŀƴ ŀŘŀǇǘŀǘƛƻƴ όǎƛƳǇƭƛŦƛŎŀǘƛƻƴύ ƻŦ ǘƘŜ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅΦ 

¶ ¦ǎƛƴƎ ǇƻƭƛŎȅ-ǊŀǘŜ-ōŀǎŜŘ ǇǊƛŎƛƴƎΣ ŜΦƎΦ ǘƘŜ .ƻ9 ōŀǎŜ ǊŀǘŜΣ CŜŘ CǳƴŘǎΣ ǘƘŜ ¦{ tǊƛƳŜ wŀǘŜΣ ŜǘŎΦ 

!ƭǘƘƻǳƎƘ Ƴƻǎǘ ǳƴŘŜǊƭȅƛƴƎ ǘǊŀƴǎŀŎǘƛƻƴǎ ŦƛƴŀƴŎŜŘ ŀǊŜ ǎƘƻǊǘ ǘŜǊƳ ƛƴ ƴŀǘǳǊŜ όŜΦƎΦ ǘȅǇƛŎŀƭƭȅ сл ǘƻ фл Řŀȅǎ 

ŦƻǊ ǊŜŎŜƛǾŀōƭŜǎ ōǳǘ ǎƘƻǊǘŜǊ ǘƘŀƴ ƻƴŜ ȅŜŀǊύΣ ƭŜƎŀƭ ŎƻƴǘǊŀŎǘǎ ŘƻŎǳƳŜƴǘƛƴƎ ǘƘŜ ōŀƴƪ-ŎƭƛŜƴǘ ǊŜƭŀǘƛƻƴǎƘƛǇ 

όŎƻƳƳƛǘǘŜŘ ƻǊ ƴƻǘύ ŀǊŜ ǳǎǳŀƭƭȅ ŀƴƴǳŀƭ ƻǊ ǿƛǘƘƻǳǘ ŀ ŘŜŦƛƴŜŘ ƳŀǘǳǊƛǘȅ ŘŀǘŜΣ ŀƴŘ ǳǎŜ ŀƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜ 

ōŜƴŎƘƳŀǊƪ ǎǳŎƘ ŀǎ [L.hwΦ Lƴ ǎƻƳŜ ŎƻǳƴǘǊƛŜǎ ŀ ƴƻǘƛŎŜ ǇŜǊƛƻŘ Ƴǳǎǘ ōŜ ƎǊŀƴǘŜŘ ǘƻ ǘƘŜ ŎƭƛŜƴǘ ōŜŦƻǊŜ 

ǘŜǊƳǎ Ŏŀƴ ōŜ ƳƻŘƛŦƛŜŘΦ ¢ƘŜǎŜ ŎƻƴǘǊŀŎǘǎΣ ŀƭǘƘƻǳƎƘ ǳƴŎƻƳƳƛǘǘŜŘΣ ǿƛƭƭ ƴŜŜŘ ǘƻ ōŜ ŀƳŜƴŘŜŘ ōŜŦƻǊŜ ǘƘŜ 

ŜƴŘ ƻŦ нлнмΦ 

¢ƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǇŀȅƳŜƴǘ ŘŜƭŀȅ ŀƴŘ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀǊŜ ƴƻǘ 

ŎƻƳǇŀǘƛōƭŜ ǿƛǘƘ ǇǊŜ-ŎƻǳƴǘŜŘ ƛƴǘŜǊŜǎǘ ς ŀ ǊŜǉǳƛǊŜƳŜƴǘ ŦƻǊ ǘƘŜ Ǿŀǎǘ ƳŀƧƻǊƛǘȅ ƻŦ ǘǊŀŘŜ ŦƛƴŀƴŎƛƴƎ 

ǘǊŀƴǎŀŎǘƛƻƴǎ ŀƴŘΣ ŜǾŜƴ ƳƻǊŜ ǎƻΣ ŦƻǊ ƴƻƴ-ǊŜŎƻǳǊǎŜ ǘǊŀƴǎŀŎǘƛƻƴǎΦ 

.ŀǎŜŘ ƻƴ ǘƘŜ ŀōƻǾŜΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ǊŜŎƻƳƳŜƴŘǎ ǘƘŜ ϵ{¢w-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ 

ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ǘǊŀŘŜ ŦƛƴŀƴŎŜΣ ƎƛǾŜƴ ǘƘŀǘ ǘǊŀŘŜ ŦƛƴŀƴŎƛƴƎ ƳŀǊƪŜǘ ǇƭŀȅŜǊǎ ƘŀǾŜ ǊŜŎƻƎƴƛǎŜŘ ǘƘŜ 

Ŏƻƴǘƛƴǳƻǳǎ ƴŜŜŘ ŦƻǊ wCw-ōŀǎŜŘ ŦƻǊǿŀǊŘ ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜǎ ŦƻǊ ǘƘŜƛǊ ƛƴŘǳǎǘǊȅΦ ¢ƘŜ ƳŜǘƘƻŘƻƭƻƎȅ 

ǇǊƻǾƛŘŜǎ ŀ ǿƻǊƪŀōƭŜ ǎƻƭǳǘƛƻƴ ŦƻǊ ǘǊŀƴǎŀŎǘƛƻƴǎ ǊŜǉǳƛǊƛƴƎ Ŏƻǎǘ ŎŜǊǘŀƛƴǘȅ ŀƴŘ ǇǊƛŎƛƴƎ ǘǊŀƴǎǇŀǊŜƴŎȅΦ To 

cover the scenario of ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ŀ ϵ{¢w-based ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜ, the working group is 

seeking market feedback as to whether the backward-looking last reset term structure methodology, 

or any simpler adaptation of it such as that envisaged by the ICC workgroup, might be considered as 

a second layer of the EURIBOR fallback waterfall structure. This would, however, only be on a 

temporary basis until a forward-looking rate becomes available ŀǎ ƛǘ ǿƻǳƭŘ ŎǊŜŀǘŜ ŀ ōŀǎƛǎ Ǌƛǎƪ ŦƻǊ 

ōƻǘƘ ǘƘŜ ƭŜƴŘŜǊ ǿƘƻ ƛǎ ŦǳƴŘƛƴƎ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊ όǿƘƻ Ƴŀȅ ǿŀƴǘ ǘƻ ƘŜŘƎŜ ŀǘ ƳƛŎǊƻ ƻǊ ƳŀŎǊƻ ƭŜǾŜƭύΣ 

which is viewed as ŀ ƳŀƧƻǊ ƛƳǇŜŘƛƳŜƴǘ. 

 9ȄǇƻǊǘ ŀƴŘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎ 

EURIBOR is used in euro-denominated export finance and emerging markets transactions. There are 

different types of parties and products within these particular areas, including buyer-credit loans, 

loans guaranteed by export credit agencies (άECAsέ), interest make-up schemes, forfaiting/supplier 

credit77 and project finance. Borrowers party to these transactions are varied and may include 

private companies, listed companies, special purpose vehicles (SPVs) and sovereigns. In addition, 

counterparties to such transactions may include export credit agencies (ECAs), multilateral agencies, 

state-owned companies, government ministries and sovereigns. As a result, there are a number of 

perspectives to consider in relation to selecting an appropriate fallback rate for such transactions. 

Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for export finance/emerging markets? 

The backward-looking lookback period term structure methodology may be the preferred option for 

certain users in export finance and, possibly, emerging markets. Given that products such as 

corporate and bilateral loans are frequently used in this area, the same considerations that apply to 

 

77  {ŜŜ {ŜŎǘƛƻƴ рΦпΦп ƻƴ ǘǊŀŘŜ ŦƛƴŀƴŎŜ ŦƻǊ ŀ ŘƛǎŎǳǎǎƛƻƴ ƻŦ ŦƻǊŦŀƛǘƛƴƎΦ  
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these products apply here as well. However, it should be noted that for export finance and emerging 

market deals, borrowers typically require more than 30 days to make payments of interest and 

principal. In addition, for export finŀƴŎŜ ŘŜŀƭǎ L{5!Ωǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǎǿŀǇǎ are not used very frequently 

ς bespoke agreements are used instead. This means that it is not so important to be consistent with 

the ISDA approach unless the parties use an ISDA interest rate swap for hedging. 

In this sector, there are borrowers that are sizeable and sophisticated organisations and operate in 

developed markets. Such borrowers may find it easier to adapt to backward-looking term structure 

methodologies. However, this could be more challenging for other borrowers such as sovereigns 

and/or state owned companies, or in emerging market jurisdictions. In addition to this, some 

borrowers or guarantors party to these transactions may require local budgetary, central bank 

and/or parliamentary approval to agree fallback measures, before interest payments can be 

converted into hard currency and transferred to lenders outside the relevant jurisdiction. These 

processes may require the exact amount of interest to be known in advance and may take weeks to 

complete. It is also often a requirement for public/sovereign borrowers (under local law) to 

commence a payment procedure up to a minimum of four weeks before a payment falls due (e.g. to 

obtain all the required signatures and approvals). ECA's also need to consider any impact on their 

budgeting procedures (e.g. due to any move from a forward-looking rate to a backward-looking rate 

which would remove advance notice of the rate and impact on internal measures and accounting 

treatment). 

In addition, when considering legal consistency, there are various laws which should be considered 

in the context of export finance and emerging market transactions, i.e. the lender's country law, the 

law of the contract and the law in the borrower's country. 

Thus, it should be recognised that export finance and emerging markets are not one-size-fits-all 

markets. 

An in advance methodology could provide certainty in terms of cash flow management for clients 

that use export finance and emerging markets products as these typically require more than 30 days 

to make payments of interest and principal. However, as explained in Section 5.3.2 under the 

heading άChallenges faced by the backward-looking last reset term structure methodologyέ, the 

backward-looking last reset term structure methodology raises a number of issues, and would only 

work for short interest periods (i.e. tenors of three months or less) given its disconnection with the 

interest period it represents. The challenges explained in Section 5.3.2 apply equally to the use of the 

backward-looking last reset term structure methodology in export and emerging markets finance. 

Other currency working groups, such as the working group on sterling risk-free reference rates, have 

recognised that export finance and emerging markets are parts of the market for which an available 

forward-looking rate may be more suitable. However, to the extent that a forward-looking rate 

would be used for EURIBOR-referencing export finance/emerging markets transactions, then a 

second step in the waterfall would also need to be considered. It should also be considered whether 

this could be the backward-looking last reset, a central bank base rate (perhaps the central bank in 

the jurisdiction of the ECA) or a fixed rate. It should be noted that using a fixed rate could result in an 

inefficient allocation of capital, given that it could lock the borrower into accepting an interest rate 

risk which they may not be best placed to take on and, in terms of emerging markets, it should be 

noted that the base rate of the relevant emerging marketΩǎ central bank may not be a suitable 

fallback. 
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Although the backward-looking lookback period term structure methodology could be used in export 

and emerging markets finance products for sizeable and sophisticated organisations that operate in 

developed markets, for their less sophisticated counterparties, sovereigns and/or state owned 

companies, or in emerging market jurisdictions, it is necessary to know the interest rate in advance. 

The working group therefore recommends using a forward-looking term structure methodology. In 

addition, ƛŦ ǘƘŜǊŜ ƛǎ ƴƻ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜΣ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǊŀǘŜ ŎƻǳƭŘ ōŜ 

ǾƛŜǿŜŘ ŀǎ ǘƘŜ ƻƴƭȅ ǾƛŀōƭŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƻǇǘƛƻƴ όƛƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ŀƴƻǘƘŜǊ Ǌƻōǳǎǘ ŀƭǘŜǊƴŀǘƛǾŜ ǎǳŎƘ 

ŀǎ ŀ ŎŜƴǘǊŀƭ ōŀƴƪ ǊŀǘŜύ as the second layer of the EURIBOR fallback waterfall structure, ŀƭǘƘƻǳƎƘ ƻƴƭȅ 

ƻƴ ŀ ǘŜƳǇƻǊŀǊȅ ōŀǎƛǎ ǳƴǘƛƭ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜ ƛǎ ŀǾŀƛƭŀōƭŜΦ The working group is therefore seeking 

market feedback ŀǎ ǘƻ ǿƘŜǘƘŜǊΣ ƛƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜΣ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ 

ƭŀǎǘ ǊŜǎŜǘ ǘŜǊƳ ǊŀǘŜ ŎƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ǘƘŜ ƻƴƭȅ ǾƛŀōƭŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƻǇǘƛƻƴ όƛƴ ǘƘŜ 

ŀōǎŜƴŎŜ ƻŦ ŀƴƻǘƘŜǊ Ǌƻōǳǎǘ ŀƭǘŜǊƴŀǘƛǾŜ ǎǳŎƘ ŀǎ ŀ ŎŜƴǘǊŀƭ ōŀƴƪ ǊŀǘŜύΣ ŀƭǘƘƻǳƎƘ ƻƴƭȅ ƻƴ ŀ ǘŜƳǇƻǊŀǊȅ 

ōŀǎƛǎ ǳƴǘƛƭ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜ ƛǎ ŀǾŀƛƭŀōƭŜΦ 

 5Ŝōǘ ǎŜŎǳǊƛǘƛŜǎ 

Euro-denominated FRNs are usually linked to 3M or 6M EURIBOR as the reference rate, and will 

need adequate fallbacks in the event of the discontinuation of EURIBOR. 

Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for debt securities? 

In terms of international consistency, the following points should be noted. 

¶ 9ǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ƛƴƛǘƛŀƭƭȅ ǎŀǿ ōƻƴŘ ƛǎǎǳŀƴŎŜ ŀǎ ŀ 

ǇƻǘŜƴǘƛŀƭ ǳǎŜ ŎŀǎŜ ŦƻǊ ǘƘŜ {hbL!-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ ǊŀǘŜΣ ŀǎ ŀ ǊŜǇƭŀŎŜƳŜƴǘ ŦƻǊ D.t [L.hwΣ ƛǘ 

ǿŀǎ ŎƻƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ōŜƴŎƘƳŀǊƪ ǊŀǘŜǎ ŀƴŀƭȅǎƛǎ ǳǎŜ ŎŀǎŜǎ78 ǘƘŀǘ ǘƘŜ D.t ƳŀǊƪŜǘ Ƙŀǎ ŘŜƳƻƴǎǘǊŀōƭȅ 

ŀŘƻǇǘŜŘ ƻǾŜǊƴƛƎƘǘ {hbL! ŎƻƳǇƻǳƴŘŜŘ ƛƴ ŀǊǊŜŀǊǎ ŦƻǊ ŀƭƭ ƴŜǿ D.t ƛǎǎǳŀƴŎŜ ƻǾŜǊ ǘƘŜ ƭŀǎǘ ŦŜǿ ȅŜŀǊǎΦ In 

July 2018, the first FRN referencing compounded SONIA was launched and, since then, there have 

been over 140 GBP FRN issuances referencing compounded SONIA, with a total value of GBP 63 

billion79. According to the working groupΩǎ intermediate update roadmap for 2020-21, GBP issuances 

of LIBOR-based products maturing beyond 2021 are scheduled to cease by Q1 202180. According to 

the ǿƻǊƪƛƴƎ ƎǊƻǳǇΣ ǘhis demonstrates that SONIA compounding in arrears has become the market 

norm for GBP FRNs. For this reason, and also for legacy contracts, parties are encouraged to 

transition to overnight SONIA compounded in arrears, where possible. However, a forward-looking 

term rate may be useful in calculating fair replacement rates for legacy GBP LIBOR contracts that 

cannot easily be amended to overnight rates compounded in arrears, or for deals with a limited 

period to maturity where it would not be cost effective to transition from GBP LIBOR to SONIA 

compounded in arrears. 

¢ƘŜ ƳŀǊƪŜǘ ŎƻƴǾŜƴǘƛƻƴǎ ǳǎŜŘ ƛƴ ƴŜǿ ϵ{¢w-ƭƛƴƪŜŘ ōƻƴŘǎ ƛǎǎǳŜŘ ǘƻ ŘŀǘŜ ŀǊŜ ŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘƻǎŜ ǘȅǇƛŎŀƭƭȅ 

ǳǎŜŘ ƛƴ ǘƘŜ {hbL!-ƭƛƴƪŜŘ ōƻƴŘ ƳŀǊƪŜǘΣ ƛΦŜΦ ϵ{¢w ŎƻƳǇƻǳƴŘŜŘ ƛƴ ŀǊǊŜŀǊǎ ǿƛǘƘ ŀ ŦƛǾŜ-Řŀȅ ƭƻƻƪōŀŎƪ 

 

78  ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ς ¦ǎŜ /ŀǎŜǎ ƻŦ .ŜƴŎƘƳŀǊƪ wŀǘŜǎΥ /ƻƳǇƻǳƴŘŜŘ ƛƴ !ǊǊŜŀǊǎΣ ¢ŜǊƳ 
wŀǘŜ ŀƴŘ CǳǊǘƘŜǊ !ƭǘŜǊƴŀǘƛǾŜǎΣ WŀƴǳŀǊȅ нлнлΦ 

79  {ŜŜ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ƴŜǿǎƭŜǘǘŜǊΣ {ŜǇǘŜƳōŜǊ нлнлΦ 

80 {ŜŜ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ нлнл-нм ƛƴǘŜǊƳŜŘƛŀǘŜ ǳǇŘŀǘŜ ǊƻŀŘƳŀǇΣ Wǳƭȅ нлнлΦ 

https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/newsletter/september-2020.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/rfr-working-group-roadmap.pdf
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ǇŜǊƛƻŘ ŦƻƭƭƻǿƛƴƎ ǘƘŜ άƭŀƎ ŎƻƴǾŜƴǘƛƻƴέ81Φ ¢ƘŜǎŜ ϵ{¢w-ƭƛƴƪŜŘ ōƻƴŘǎ ǿŜǊŜΣ ƛƴ ƎŜƴŜǊŀƭΣ ƻǾŜǊǎǳōǎŎǊƛōŜŘΣ 

ǎƘƻǿƛƴƎ ǘƘŀǘ ƴƻǘ ƻƴƭȅ ǘƘŜ ƛǎǎǳŜǊǎ ōǳǘ ŀƭǎƻ ƛƴǾŜǎǘƻǊǎ ŎƻǳƭŘ ŀŎŎŜǇǘ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ 

ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀǎ ŀ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ŦƻǊ ƴŜǿ ŎƻƴǘǊŀŎǘǎΦ 

¶ CƻǊ ƴŜǿ ƛǎǎǳŜǎ ƛƴ ǘƘŜ ¦{5 Cwb ƳŀǊƪŜǘΣ ƻǾŜǊ ¦{5 сул ōƛƭƭƛƻƴ ƛƴ {hCw-ƭƛƴƪŜŘ ŘŜōǘ Ƙŀǎ ōŜŜƴ ƛǎǎǳŜŘΣ 

ŘǊƛǾŜƴ ōȅ ŀƭƳƻǎǘ ¦{5 олл ōƛƭƭƛƻƴ ƛƴ ŘŜōǘ ƛǎǎǳŜŘ ōȅ ǘƘŜ CI[.ǎ82Φ ²ƛǘƘ ǊŜƎŀǊŘ ǘƻ ǊŜǇƭŀŎƛƴƎ ¦{5 [L.hw ƛƴ 

ǘƘŜ ¦{5 Cwb ƳŀǊƪŜǘΣ ƛƴ нлмф ǘƘŜ !ww/ ǇǳōƭƛǎƘŜŘ ƛǘǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ ƳƻǊŜ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ 

ƭŀƴƎǳŀƎŜ ŦƻǊ ƴŜǿ Cwb ƛǎǎǳŀƴŎŜǎ ǊŜŦŜǊŜƴŎƛƴƎ ¦{5 [L.hw83Φ Lƴ ǘƘƛǎ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜΣ ǘƘŜ !ww/ ƛƴŎƭǳŘŜǎΣ 

ƻƴ ǘƘŜ ŦƛǊǎǘ ƭŜǾŜƭ ƻŦ ŀ ǿŀǘŜǊŦŀƭƭ ǎǘǊǳŎǘǳǊŜΣ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ {hCw Ǉƭǳǎ ŀ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΦ 

Although the ARRC intends to select a forward-looking term SOFR for use as a fallback rate in cash 

products that originally referenced LIBOR, assuming its members can agree that an IOSCO-compliant 

benchmark exists and meets appropriate criteria set by the ARRC, it is not certain that such a 

benchmark will be produced prior to the discontinuation of LIBOR. In addition, because standard 

derivatives are not expected to reference a forward-looking term rate, issuers in the cash market who 

execute hedges may prefer to remove the forward-looking term SOFR (and adjust all the 

corresponding cross references in the fallback language) in order to fall back on a compounded SOFR, 

with the rate ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ǘƘŜ ǎŀƳŜ ǊŀǘŜ ǘƘŀǘ ōŜŎƻƳŜǎ ƻǇŜǊŀǘƛǾŜ ǳƴŘŜǊ L{5!Ωǎ ǎǘŀƴŘŀǊŘ ŘŜŦƛƴƛǘƛƻƴǎ 

for derivatives. For these reasons the ARRC adds ŀ ώǎƛƳǇƭŜ ŀǾŜǊŀƎŜ ƻǊϐ ŎƻƳǇƻǳƴŘŜŘ ŀǾŜǊŀƎŜ ƻŦ Řŀƛƭȅ 

{hCwǎ ŦƻǊ ŀƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ƛƴ ƭƛŜǳ ƻŦ ǘƘŜ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǘŜǊƳ {hCw ŀǎ ŀ ǎŜŎƻƴŘ ǎǘŜǇ ƛƴ ǘƘŜ ǿŀǘŜǊŦŀƭƭ 

ǎǘǊǳŎǘǳǊŜΦ It should be noted that other conforming changes may also be required at the time a 

fallback is activated, in order to maintain alignment with hedges. 

¶ Lƴ ŀ ŘƛǎŎǳǎǎƛƻƴ ǇŀǇŜǊ ƻƴ {!whb Cwbǎ84Σ ǘƘŜ bŀǘƛƻƴŀƭ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ {ǿƛǎǎ CǊŀƴŎ wŜŦŜǊŜƴŎŜ wŀǘŜǎ 

ŎƻƴŎƭǳŘŜŘ ǘƘŀǘ ǘƘŜ ŀŘǾŀƴǘŀƎŜǎ ƻŦ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ŀǇǇǊƻŀŎƘ ƻǳǘǿŜƛƎƘ ƛǘǎ ǎƳŀƭƭ 

ƛƴƘŜǊŜƴǘ ŜŎƻƴƻƳƛŎ ŘǊŀǿōŀŎƪǎΦ ! ǘƛƳŜ ƭŀƎ ƻŦ ōŜǘǿŜŜƴ ǘƘǊŜŜ ǘƻ ŦƛǾŜ Řŀȅǎ ƛǎ ǘƘŜǊŜŦƻǊŜ ŘŜŜƳŜŘ ǎǳŦŦƛŎƛŜƴǘ 

ǘƻ ŘŜŀƭ ǿƛǘƘ ƻǇŜǊŀǘƛƻƴŀƭ ƳŀǘǘŜǊǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǎǳŎƘ ŀ ǘƛƳŜ ƭŀƎ Ƴŀȅ ŀŎƘƛŜǾŜ ǘƘŜ ƎǊŜŀǘŜǎǘ ƻǇŜǊŀǘƛƻƴŀƭ 

ŀŎŎŜǇǘŀƴŎŜΣ ŀǎ ƛǘ ƛǎ ŀƭǊŜŀŘȅ ŀǇǇƭƛŜŘ ƛƴ Cwbǎ ǊŜŦŜǊŜƴŎƛƴƎ ƻǘƘŜǊ ŀƭǘŜǊƴŀǘƛǾŜ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎΦ 

The Federal Reserve Bank of New York publishes a SOFR index, and the Bank of England publishes a 

SONIA index. It is hoped that the availability of these indices will facilitate the standardisation and 

simplification of the calculation method used for FRNs, especially for cross-currency bonds 

containing multiple IBORs. It could also reduce operational risk by facilitating the reconciliation of 

interest amounts between market counterparties and, thereby, potentially enhance the scalability of 

the use of compounded RFR in debt secuǊƛǘƛŜǎΦ IƻǿŜǾŜǊΣ ƛƴ ŎƻƴǘǊŀǎǘ ǘƻ ǘƘŜ άƭŀƎ ŎƻƴǾŜƴǘƛƻƴέ 

described above, for these indices the weighting of the daily realised rates during the observation 

period is obtained with reference to the number of business days in the observation period (known 

as thŜ άǎƘƛŦǘ ŎƻƴǾŜƴǘƛƻƴέύ85, as this methodology is seen as a more natural measurement of the 

interest over the period86. For this reasonΣ ƛŦ ŀ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ƛƴŘŜȄ were to be published by the 

 

81  ¢ƘŜ άƭŀƎ ŎƻƴǾŜƴǘƛƻƴέ ǿŜƛƎƘǘǎ ǘƘŜ Řŀƛƭȅ ǊŜŀƭƛǎŜŘ ǊŀǘŜǎ ŘǳǊƛƴƎ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ōǳǎƛƴŜǎǎ Řŀȅǎ 
ŎƻƴǾŜƴǘƛƻƴΣ ǘƻ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ƛƴ ƻǊŘŜǊ ǘƻ ŘŜǊƛǾŜ ǘƘŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜΦ CƻǊ ƳƻǊŜ ŘŜǘŀƛƭǎ ǎŜŜ {ŜŎǘƛƻƴ тΦрΦ 

82  {ŜŜ !ww/ ǎǳƳƳŜǊ {hCw ǎŜǊƛŜǎΣ Wǳƭȅ нлнлΦ 

83  {ŜŜ !ww/ w9/haa9b5!¢Lhb{ w9D!w5LbD ahw9 wh.¦{¢ C![[.!/Y [!bD¦!D9 Chw b9² L{{¦!b/9{ hC [L.hw 
C[h!¢LbD w!¢9 bh¢9{Σ !ǇǊƛƭ нлмфΦ 

84  bŀǘƛƻƴŀƭ ²ƻǊƪƛƴƎ DǊƻǳǇ ƻƴ {ǿƛǎǎ CǊŀƴŎ wŜŦŜǊŜƴŎŜ wŀǘŜǎ - 5ƛǎŎǳǎǎƛƻƴ ǇŀǇŜǊ ƻƴ {!whb CƭƻŀǘƛƴƎ wŀǘŜ bƻǘŜǎΣ Wǳƭȅ нлмфΦ 

85  tƭŜŀǎŜ ƴƻǘŜ ǘƘŀǘ ǿƛǘƘ ŀ ŦƛǾŜ-ōǳǎƛƴŜǎǎ Řŀȅ ƭƻƻƪōŀŎƪ ŎŀƭŎǳƭŀǘƛƻƴΣ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǿŜƛƎƘǘƛƴƎ ōŜǘǿŜŜƴ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǎƘƛŦǘ 
ŀƴŘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ƭŀƎ ǎƻƭŜƭȅ ƻŎŎǳǊ ƻƴƭȅ ƛŦ ǘƘŜǊŜ ŀǊŜ ōŀƴƪ ƘƻƭƛŘŀȅǎΦ 

86  CƻǊ ƳƻǊŜ ŘŜǘŀƛƭ ǎŜŜ {ŜŎǘƛƻƴ тΦрΦ 

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_SOFR_Summer_Series_Event_SOFR_Explained.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/FRN_Fallback_Language.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/FRN_Fallback_Language.pdf
https://www.snb.ch/n/mmr/reference/SARON_FRN_20190702/source/SARON_FRN_20190702.n.pdf
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ECB, the backward-looking lookback period term structure methodology calculated according to the 

observational shift convention could be used. 

For the lookback period term structure methodology, although the rate fixed in arrears is not known 

until close to the end of an interest period (usually five days before the end of the interest period), 

cash flows are known sufficiently early in order to fix the coupon rate, calculate and reconcile the 

interest due, and arrange payment of the interest on the interest payment date. It is, therefore, to 

be expected that risk management could be conducted adequately using the lookback period 

methodology. 

Given that issued FRNs and investment portfolios containing FRNs are often hedged with ISDA 

derivatives, the use of the backward-looking lookback period term structure methodology as a 

EURIBOR fallback measure for a hedged FRN would come close to the EURIBOR fallback included in 

the hedging instrument based on ISDA language, where the only subtle difference may be found in 

the number of days of the lookback period. Therefore, from a hedging ease and hedge accounting 

perspective, the use of the lookback period in FRNs would significantly limit the risk of hedge 

ineffectiveness. 

By contrast, other fallback methodologies seem less suitable for FRNs. 

Although interest payments would be known at the start of the interest period through the 

backward-looking last reset term structure methodology, the methodology would not be desirable in 

the FRN market as (i) it would be overly complex to accommodate the systems, (ii) it would 

introduce obstacles to hedging, (iii) the rate produced would not be reflective of the interest period 

to which it relates, and (iv) it would be entirely inconsistent with the methodologies used in other 

jurisdictions and products. 

The use of the backward-looking payment delay term structure methodology may lead to risk 

management impacts if the maturity of the FRN and the repayment of the nominal amount fall on 

different dates. This problem could be prevented by including ŀƴ άȄ-Řŀȅ ƭƻŎƪƻǳǘέ ǇǊƛƻǊ ǘƻ ƳŀǘǳǊƛǘȅΦ 

Although this is common in the derivatives market, the payment delay convention has only been 

used on a small number of occasions in the US dollar FRN market. 

A ϵ{¢w-based forward-looking term structure would introduce hedging ease and hedge accounting 

impacts, as explained in Section 5.2.мΣ ǳƴŘŜǊ ŎǊƛǘŜǊƛƻƴ п άHedging ease and hedge accounting 

ƛƳǇŀŎǘǎέ. 

In addition, current FRN markets show general acceptance of the backward-looking lookback period 

methodology by issuers and investors. 

Based on these important market developments, client acceptance, and hedging ease, the working 

group therefore concludes that for EURIBOR-linked FRNs it is advisable to fall back on a 

backward-looking lookback period term structure methodology. 

 {ŜŎǳǊƛǘƛǎŀǘƛƻƴǎ 

Securitisation is an area of debt securities where assets (e.g. bonds, mortgages or lending products) 

are pooled together, and transferred into a bankruptcy remote vehicle which then issues securities 

backed by those assets. The interest payments and principal repayment of these securities depend 
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on the interest payments and principal repayment from the underlying assets. As securitisation is an 

area of debt securities it has many characteristics it shares with other forms of debt issuance, 

although it also has its own unique character due to its interrelationship with the underlying assets, 

greater structural complexity, the higher number of parties involved and robust structural 

governance, and ς in many cases ς its interrelationship with derivative hedges which are generally 

used to mitigate interest rate and currency risks within the structures. Due to this interrelationship, 

there will be risk management benefits if these securitisations use the same EURIBOR fallback 

methodology as that included in the underlying assets and/or associated derivatives. Any difference 

between the fallback approach of the securitisation notes and the underlying assets and/or 

derivatives would introduce basis risks to the structures which would need to be considered and, 

potentially, mitigated, increasing the complexity and, potentially, the cost of the transition process. 

Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for securitisations? 

Issuers of securitisations will naturally wish to seek consistency with the fallback language included 

in the underlying assets of the securitisation, given that securitisations rely on the cash flow from 

those underlying assets to support payments on the securities issued. In addition, where derivatives 

are used to mitigate interest rate and currency risks, issuers might also be mindful of the fallback 

language included in the hedging derivatives, based on L{5!Ωǎ 2006 Definitions and IBOR Fallbacks 

Protocol. Therefore, as issuers may incorporate any fallback solution, it is important to coordinate 

that fallback language with the fallback language incorporated in the underlying assets and hedging 

derivatives, to the extent possible. 

For those securitisations that will include underlying assets where the working group has 

identified the backward-looking lookback period term structure methodology as a suitable 

EURIBOR fallback measure (e.g. syndicated loans, business loans and debt securities), the inclusion 

of a similar EURIBOR fallback measure is recommended. Although this would imply that the bond 

holder will only be informed of the interest payments at the end of the interest period, the use of 

the backward-looking lookback period term structure methodology would enhance the transparency 

of the securitisation structure and would limit the need to mitigate any inherent basis risks when 

holding such a securitisation. 9ǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ƛƴƛǘƛŀƭƭȅ 

ǎŀǿ ōƻƴŘ ƛǎǎǳŀƴŎŜΣ ƛƴŎƭǳŘƛƴƎ ǎŜŎǳǊƛǘƛǎŀǘƛƻƴΣ ŀǎ ŀ ǇƻǘŜƴǘƛŀƭ ǳǎŜ ŎŀǎŜ ŦƻǊ ǘƘŜ {hbL!-ōŀǎŜŘ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ 

ǘŜǊƳ ǊŀǘŜ ŀǎ ŀ ǊŜǇƭŀŎŜƳŜƴǘ ŦƻǊ D.t [L.hwΣ ƛǘ ǿŀǎ ŎƻƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ǳǎŜ ŎŀǎŜǎ ƻŦ ōŜƴŎƘƳŀǊƪ ǊŀǘŜǎ ŀƴŀƭȅǎƛǎ87 

ǘƘŀǘ ǘƘŜ D.t ƳŀǊƪŜǘ Ƙŀǎ ŘŜƳƻƴǎǘǊŀōƭȅ ŀŘƻǇǘŜŘ ƻǾŜǊƴƛƎƘǘ {hbL! ŎƻƳǇƻǳƴŘŜŘ ƛƴ ŀǊǊŜŀǊǎ ŦƻǊ ŀƭƭ ƴŜǿ D.t 

ƛǎǎǳŀƴŎŜ ƻǾŜǊ ǘƘŜ ƭŀǎǘ ȅŜŀǊΦ However, a forward-looking term rate may be useful in calculating fair 

replacement rates for legacy LIBOR contracts that cannot easily be amended to overnight rates 

compounded in arrears, or for deals with a limited period to maturity where it would not be cost effective 

to transition from GBP LIBOR to SONIA compounded in arrears. 

For those securitisations that will include underlying assets where the working group has 

identified the forward-looking term structure methodology as the most suitable EURIBOR fallback 

measure (e.g. mortgages and SME loans), the working group believes it would be appropriate to 

include the same waterfall structure as a EURIBOR fallback measure. Given the forward-looking 

nature of both a 9¦wL.hw ŀƴŘ ŀ ϵ{¢w-based forward-looking term structure, the operational impacts 

 

87  {ŜŜ ¢ƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ς ¦ǎŜ /ŀǎŜǎ ƻŦ .ŜƴŎƘƳŀǊƪ wŀǘŜǎΥ /ƻƳǇƻǳƴŘŜŘ ƛƴ !ǊǊŜŀǊǎΣ ¢ŜǊƳ 

wŀǘŜ ŀƴŘ CǳǊǘƘŜǊ !ƭǘŜǊƴŀǘƛǾŜǎΣ WŀƴǳŀǊȅ нлнлΦ 

https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/use-cases-of-benchmark-rates-compounded-in-arrears-term-rate-and-further-alternatives.pdf
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of such a fallback would be minimal, as cash flows can be calculated at the start of each interest 

period. Using the same EURIBOR fallback measure in the securitisation and its underlying assets 

would, furthermore, enhance the transparency of the securitisation structure. It should, however, be 

noted that the ƘŜŘƎƛƴƎ ŘŜǊƛǾŀǘƛǾŜǎ ōŀǎŜŘ ƻƴ L{5!Ωǎ 9¦wL.hw ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜ Ƴŀȅ ŎǊŜŀǘŜ ŀ ōŀǎƛǎ 

risk. However, as Section 5.1.2 shows under criterion 4 όάHedging ease and hedge accounting 

impactsέύ, this risk could be mitigated using basis swaps ς it should be noted that this basis swaps 

market would be single-sided and would come at a cost. The ARRC has recommended using a 

forward-looking term structure methodology as the first layer of the waterfall structure for the USD 

LIBOR fallback measure in securitisations, as market participants indicate they prefer consistency 

with the fallback language included in the underlying assets88. 

For the backward-looking payment delay term structure methodology, the working group believes 

that having interest settlement a few days after the end of the interest periods, and separately from 

the amortisation or repayment of notional amounts, would require major IT system changes as this 

approach is not used in the bond or the securitisation market. It would, generally, be inconsistent 

with the need to have reasonable advance notice of the rates for the purposes of processing often 

complex transaction cash flows and waterfalls, and therefore the operational practicality would be 

very low. It would also not allow accrued interest to be calculated for secondary transactions. This 

method is not used in other jurisdictions for securitisation and is generally only considered to be 

viable for simple products with non-complex cash flow structures, such as FIG senior. 

The advantage of the backward-looking last reset term structure methodology is that it is 

operationally simple, as payments are determined in advance of the coupon period, although it still 

requires an IT system that can compound overnight rates. However, using the last reset method 

means that bondholders receive a rate of interest that is calculated over the previous interest 

period, which creates issues in terms of holding these bonds, in secondary trading, as well as in 

hedging via the derivatives market, where the introduction of the miss-alignment of interest creates 

convexity costs. This may also introduce a significant basis to transactions where other components 

(e.g. loans) cannot be amended according to a substantially similar methodology, which would have 

consequences for the rating analysis and, potentially, could significantly increase execution costs. 

The working group does not, therefore, consider this method to be viable. 

 5ŜǊƛǾŀǘƛǾŜǎ 

The Results of the ISDA Supplemental Consultation on Spread and Term Adjustments, including Final 

Parameters thereof, for Fallbacks in Derivatives Referencing EUR LIBOR and EURIBOR, as well as 

other less widely used IBORs ǎƘƻǿ ōǊƻŀŘ ƳŀǊƪŜǘ ǎǳǇǇƻǊǘ ŦƻǊ L{5!Ωǎ ǇǊƻǇƻǎŜŘ ŦŀƭƭōŀŎƪ provisions to 

be applied to EURIBOR and EUR LIBOR derivatives: 

(1) ŀ ϵ{¢w-ōŀǎŜŘ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ǿƛǘƘ ŀ ǘǿƻ-Řŀȅ 
ōŀŎƪǿŀǊŘ ǎƘƛŦǘ ŀŘƧǳǎǘƳŜƴǘΤ 

(2) ŀ ŦƛǾŜ-ȅŜŀǊ ƘƛǎǘƻǊƛŎŀƭ ƳŜŘƛŀƴ ŀǇǇǊƻŀŎƘ ŦƻǊ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘΦ 

 

88  {ŜŜ !ww/ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ƳƻǊŜ Ǌƻōǳǎǘ ŦŀƭƭōŀŎƪ ƭŀƴƎǳŀƎŜ ŦƻǊ ƴŜǿ ƛǎǎǳŀƴŎŜ ƻŦ [L.hw ǎŜŎǳǊƛǘƛȊŀǘƛƻƴǎΣ aŀȅ 

нлмфΦ 

https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.isda.org/a/MioTE/Statement-Regarding-Results-of-December-2019-Supplemental-Consultation.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/Securitization_Fallback_Language.pdf
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The working group acknowledges the EURIBOR fallback measures for derivatives products that ISDA 

included in (1) the 2006 ISDA Definitions for new transactions, and (2) the IBOR Fallbacks Protocol for 

legacy contracts, if market participants choose to adhere to it89. These will not, therefore, form part 

of this public consultation. 

For the vast majority of derivatives for which a EURIBOR floating rate option is referenced, the 

proposed fallback provisions facilitate the continuation of the derivative following cessation of 

EURIBOR, with little to no economic impact. 

However, there is a small set of products for which additional amendments may be required. These 

may broadly be categorised as: 

¶ ǇǊƻŘǳŎǘǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴǎ ƳƛƎƘǘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘΤ 

¶ ǇǊƻŘǳŎǘǎ ŦƻǊ ǿƘƛŎƘ L{5!Ωǎ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƳƛƎƘǘ ǊŜǉǳƛǊŜ ŀŘŘƛǘƛƻƴŀƭ ŀƳŜƴŘƳŜƴǘǎΦ 

Products for which the fallback provisions might have a material economic impact 

The most obvious example is an option on EURIBOR (EURIBOR cap and floor). 

A typical transaction involves the counterparty buying or selling the right to receive or pay the 

difference between the EURIBOR fixing for an agreed maturity and the contract strike rate (cap/floor 

rate). The EURIBOR fixing will occur at the beginning of the reference period ς it is at this point that 

the payoff is calculated for payment at the end of the period. Once the payoff is known for that 

specific interest period, the cap(let)/floor(let) no longer has any time value, i.e. the cap(let)/floor(let) 

vega (the sensitivity to interest rate volatility) is zero. 

LŦ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ōŀǎŜŘ ƻƴ L{5!Ωǎ ōŀŎƪǿŀǊŘ-looking lookback period term structure 

methodology applies and is triggered, the fallback rate will not be known until the end of the 

reference period. The cap/floor would, as a consequence, retain its time value through to the end of 

the reference period. It should be noted that ǘƘŜ ǘƛƳŜ ǾŀƭǳŜ ǿƻǳƭŘ ŘƛƳƛƴƛǎƘ ǿƛǘƘ ŜŀŎƘ ϵ{¢w ŦƛȄƛƴƎΣ 

although it would still be retained for appreciably longer than prior to the triggering of such a 

fallback. In other words, if this EURIBOR fallback applies and is triggered, the cap(let)/floor(let) vega 

would generally no longer be zero, especially at the beginning of the interest period, and would 

converge towards zero as the caplet/floorlet reached its maturity date.  

It is important to note that the same result would be obtained for any new caps or floors written on 

the basis of ǘƘŜ ϵ{¢w-based backward-looking lookback period term structure methodology. 

Products ŦƻǊ ǿƘƛŎƘ L{5!Ωǎ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƳƛƎƘǘ ǊŜǉǳƛǊŜ ŀŘŘƛǘƛƻƴŀƭ ŀƳŜƴŘƳŜƴǘǎ  

This category includes products that, in general, show a mismatch between the tenor length of the 

accrual interest period and the tenor length/lengths of the underlying reference rate/rates. Just to 

give a few major examples (this list is not limited), the working group refers mainly to derivatives 

with the following four features: 

1) ŎƻǳǇƻƴǎ ǊŜŦŜǊŜƴŎƛƴƎ ŀ 9¦wL.hw ǘŜƴƻǊ ǿƘƛŎƘ ƛǎ ƭƻƴƎŜǊ ǘƘŀƴ ǘƘŜ ŀŎŎǊǳŀƭ ǇŜǊƛƻŘ όŜΦƎΦ мa 9¦wL.hw ǇŀƛŘ 

ǿŜŜƪƭȅύΤ 

 

89  CǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ Ƴŀȅ ōŜ ŦƻǳƴŘ ƛƴ ǘƘŜ wǳƭŜ .ƻƻƪ ǇǳōƭƛǎƘŜŘ ōȅ .ƭƻƻƳōŜǊƎΦ  

http://assets.isda.org/media/34b2ba47/c5347611-pdf/
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2) ŎƻǳǇƻƴǎ ǿƛǘƘ ǎƻ-ŎŀƭƭŜŘ !ǎƛŀƴ ŦŜŀǘǳǊŜǎΣ ƛΦŜΦ ǘƘŜ ǇŀȅƳŜƴǘ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ŀ ƎƛǾŜƴ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ƛǎ ŀ 

ŦǳƴŎǘƛƻƴ ƻŦ ǎŜǾŜǊŀƭ 9¦wL.hw ŦƛȄƛƴƎǎ όŜΦƎΦ ŀ ǎƛƳǇƭŜ ŀǾŜǊŀƎŜ ƻŦ Řŀƛƭȅ ŦƛȄƛƴƎǎ ƻŦ ǘƘŜ мa 9¦wL.hw ƻǾŜǊ ǘƘŜ 

ƭŀǎǘ ώ·ϐ Řŀȅǎ ƻŦ ǘƘŜ ǊŜƭŜǾŀƴǘ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘΣ ǇŀƛŘ ƳƻƴǘƘƭȅύΤ 

3) ŎƻǳǇƻƴǎ ŎƻƴǘŀƛƴƛƴƎ ŀ ǊŀƴƎŜ ŀŎŎǊǳŀƭ ŦŜŀǘǳǊŜ όŀ ǊŀƴƎŜ ŀŎŎǊǳŀƭ ƛǎ ǘȅǇƛŎŀƭƭȅ ŀ ǎǘǊƛƴƎ ƻŦ Řŀƛƭȅ 9¦wL.hw 

ŘƛƎƛǘǎ ǿƘŜǊŜ ŜŀŎƘ 9¦wL.hw ŦƛȄƛƴƎ ŀōƻǾŜ ǘƘŜ ǎǘǊƛƪŜ ƛǎ ǿƻǊǘƘ м όƻƴŜύ ŀƴŘ ŜŀŎƘ 9¦wL.hw ŦƛȄƛƴƎ ōŜƭƻǿ ǘƘŜ 

ǎǘǊƛƪŜ ƛǎ ǿƻǊǘƘ л όȊŜǊƻύΤ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ǘƘŜ ǎǳƳ ƻŦ ǘƘŜ ƻǳǘŎƻƳŜǎ ƛǎ ƳǳƭǘƛǇƭƛŜŘ ōȅ 

ǘƘŜ ƴƻǘƛƻƴŀƭ ǘƻ ŘŜǘŜǊƳƛƴŜ ǘƘŜ ǇŀȅƻŦŦύΤ 

4) ŎƻǳǇƻƴǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ 9¦wL.hw ǊŜǎŜǘ ƛǎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ǇŜǊƛƻŘ όŜΦƎΦ 9¦wL.hw ŦƛȄŜŘ ƛƴ 

ŀǊǊŜŀǊǎύΤ 

5) ŦƻǊǿŀǊŘ ǊŀǘŜ ŀƎǊŜŜƳŜƴǘǎΦ 

!ǎ ŀ ŎƻƴǎŜǉǳŜƴŎŜΣ ƻǾŜǊ ǘƘŜ ƭŀǎǘ ŦŜǿ ƳƻƴǘƘǎ L{5! Ƙŀǎ ŎƻƴǘƛƴǳŜŘ ǘƻ ǇǊƻǾƛŘŜ ŦǳǊǘƘŜǊ ƎǳƛŘŀƴŎŜ90 ǘƻ ŜȄǇƭŀƛƴ 

Ƙƻǿ L.hw ŦŀƭƭōŀŎƪǎ ŀǇǇƭȅ ǘƻ ŘƛŦŦŜǊŜƴǘ ǘȅǇŜǎ ƻŦ ŘŜǊƛǾŀǘƛǾŜ ǇǊƻŘǳŎǘǎΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ǘƘŜ ŘŜŦŀǳƭǘ ƭŀƴƎǳŀƎŜ ǘƻ ōŜ 

ǳǎŜŘ ƛŦ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŎƘƻƻǎŜ ǘƻ ǾƻƭǳƴǘŀǊƛƭȅ ŀƴŘ ōƛƭŀǘŜǊŀƭƭȅ ƴŜƎƻǘƛŀǘŜ ŎƘŀƴƎŜǎ ǘƻ ŎŜǊǘŀƛƴ ǘŜǊƳǎ ƛƴ 

ƻǊŘŜǊ ǘƻ ƳƻŘƛŦȅ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŦŀƭƭōŀŎƪǎ ŦƻǊ ŎŜǊǘŀƛƴ ǇǊƻŘǳŎǘǎΦ 

!ǎ ǘƘƛǎ ŀŘŘƛǘƛƻƴŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ƛǎ ƴƻǿ ŀǾŀƛƭŀōƭŜΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŘƻŜǎ ƴƻǘ ōŜƭƛŜǾŜ ƛǘ ƛǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƛǎǎǳŜ 

ŦǳǊǘƘŜǊ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ŦƻǊ ŘŜǊƛǾŀǘƛǾŜǎΦ 

5.3.9 ¢ǊŀƴǎŦŜǊ ǇǊƛŎƛƴƎ ƳƻŘŜƭ 

Many medium and large financial and non-financial groups of companies opt to finance the group via 

a central entity, in order to increase efficiency and avoid structural subordination issues. The 

distribution of the funds from the financing entity to the operative/fund-consuming entities requires 

a consistent pricing approach (transfer pricing methodology) which deals with interest rates, liquidity 

costs, credit costs, margins etc. On the one hand this approach should be compliant with the 

relevant national and international tax regulation (e.g. OECD transfer pricing guidelines), while on 

the other it should support the efficient allocation of capital and funding within the organisation. 

While methods may differ substantially between groups of companies, benchmark interest rates are 

commonly used as the basis for determining the transfer price. 

Although financial institutions adopt either 9hbL!κϵ{¢w-based or EURIBOR-based transfer pricing 

methodologies, most non-financial companies refer to EURIBOR as the main point of reference for 

their EUR transfer pricing. Even if the transfer price is only used for intercompany contracts, it is 

advisable to define fallback measures to apply following any permanent discontinuation of the 

EURIBOR, for the following reasons: 

¶ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ǘƘŜ ŀǊƳΩǎ ƭŜƴƎǘƘ ǇǊƛƴŎƛǇƭŜΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ǘƘŜ ƳƛǊǊƻǊƛƴƎ ƻŦ ƳŀƧƻǊ ŎƻƴǘǊŀŎǘǳŀƭ 

ǎǘƛǇǳƭŀǘƛƻƴǎ ǿƘƛŎƘ ǿƻǳƭŘ ōŜ ǳǎŜŘ ƛƴ ŎƻƴǘǊŀŎǘǎ ǿƛǘƘ ŜȄǘŜǊƴŀƭ ǇŀǊǘƴŜǊǎΤ 

¶ ƻǇŜǊŀǘƛƻƴŀƭ ǎǘŀōƛƭƛǘȅ ǎƘƻǳƭŘ 9¦wL.hw ǇǳōƭƛŎŀǘƛƻƴ ŎŜŀǎŜ ǇŜǊƳŀƴŜƴǘƭȅΤ 

¶ ǊŜƎǳƭŀǘƻǊȅ ǊŜǉǳƛǊŜƳŜƴǘǎ όƛƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎŜŎǘƻǊύΦ 

 

90  {ŜŜ L{5! wCw /ƻƴǾŜƴǘƛƻƴǎ ŀƴŘ L.hw CŀƭƭōŀŎƪǎ ς tǊƻŘǳŎǘ ¢ŀōƭŜΣ {ŜǇǘŜƳōŜǊ нлнлΦ 

http://assets.isda.org/media/4ff1a000/b6e5395e-pdf/
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Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for transfer pricing models? 

Generally, the forward-looking term structure methodology is preferred as a permanent fallback, 

as it  enables companies to maintain existing system setups and processes ς a major concern for 

many market participants. 

Such in advance fixing ς comparable with the EURIBOR determination ς is an important feature for 

most non-financial companies, as it eliminates potential accounting and handling issues which could 

arise from backward-looking approaches at critical reporting dates (such as the quarter end/financial 

year end). In particular, it takes into account the increasing trend towards faster closing of the books. 

Of course, this option requires the availability of a forward-looking term rate and ς as a 

pre-condition for that ς liquid and reliable OIS derivatives markets to underpin that forward-looking 

term rate. 

Until a forward-looking term structure methodology becomes available, there could be three 

alternative approaches, depending on the preferences and requirements of the respective company. 

1) Lƴ ǳǎŜ ŎŀǎŜǎ ƛƴ ǿƘƛŎƘ ƻǇŜǊŀǘƛƻƴŀƭ ǎƛƳǇƭƛŎƛǘȅ ŀƴŘ ŀƴ Ŝŀǎȅ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9¦wL.hw Ǉƭŀȅ ŀ ƳŀƧƻǊ ǊƻƭŜ 

ŀƴŘΣ ōȅ ŎƻƴǘǊŀǎǘΣ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƘŜŘƎƛƴƎ Ǝƻŀƭǎ ŀǊŜ ƭŜǎǎ ǊŜƭŜǾŀƴǘΣ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ 

ǊŜǎŜǘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅ ŎƻǳƭŘ ōŜ ŀ ǾƛŀōƭŜ ƻǇǘƛƻƴΦ CƻǊ ŎƻǊǇƻǊŀǘŜǎ όƴƻƴ-ŦƛƴŀƴŎƛŀƭ ŎƻƳǇŀƴƛŜǎύ 

ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ ǘƘŜ ŀŘǾŀƴǘŀƎŜǎ ƻŦ ŀŘǾŀƴŎŜ ŦƛȄƛƴƎ ƳƛƎƘǘ ƻǳǘǿŜƛƎƘ ǘƘŜ ŎƻƳǇǊƻƳƛǎŜǎ ǊŜƭŀǘƛƴƎ ǘƻ ŜŎƻƴƻƳƛŎ 

ŜǉǳƛǾŀƭŜƴŎŜΦ ¢ƘŜ ƭƻƴƎŜǊ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ƛǎΣ ǘƘŜ ƳƻǊŜ ǎƛƎƴƛŦƛŎŀƴǘ ǘƘŜ ŜŎƻƴƻƳƛŎ ƴƻƴ-ŜǉǳƛǾŀƭŜƴŎŜ 

ōŜŎƻƳŜǎΦ 

2) 9ǾŜƴ ƛŦ Ƴŀƴȅ ŎƻǊǇƻǊŀǘŜǎ όƴƻƴ-ŦƛƴŀƴŎƛŀƭ ŎƻƳǇŀƴƛŜǎύ Řƻ ƴƻǘ ƘŜŘƎŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ Ǌƛǎƪ ƻƴ ƛƴǘŜǊ-ŎƻƳǇŀƴȅ 

Ǉƻǎƛǘƛƻƴǎ όƛƴ ŎƻƴǘǊŀǎǘ ǘƻ ŦƻǊŜƛƎƴ ŜȄŎƘŀƴƎŜ ǊƛǎƪύΣ ǘƘƛǎ ŎƻǳƭŘ ōŜ ƻŦ ǇŀǊǘƛŎǳƭŀǊ ƛƳǇƻǊǘŀƴŎŜ ŦƻǊ ŦƛƴŀƴŎƛŀƭ 

ŎƻƳǇŀƴƛŜǎΦ CƻǊ ǘƘŜǎŜ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΣ ǿƛǘƘ ŀ ŦƻŎǳǎ ƻƴ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƘŜŘƎƛƴƎΣ ǘƘŜ 

ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ŎƻǳƭŘ ōŜ ǘƘŜ ǇǊŜŦŜǊǊŜŘ ƻǇǘƛƻƴ ŘǳŜ ǘƻ ƛǘǎ ŜǉǳƛǾŀƭŜƴǘ 

ŀǇǇƭƛŎŀǘƛƻƴ ƛƴ ŘŜǊƛǾŀǘƛǾŜǎ ƳŀǊƪŜǘǎΣ ŀŎŎƻǊŘƛƴƎ ǘƻ L{5!Ωǎ нллс L{5! 5ŜŦƛƴƛǘƛƻƴǎ ŀƴŘ L.hw CŀƭƭōŀŎƪǎ 

tǊƻǘƻŎƻƭΦ /ƻƳǇŀƴƛŜǎ ǿƛǘƘ ǘƘƛǎ ǇǊŜŦŜǊŜƴŎŜ ǎƘƻǳƭŘ ƎŜƴŜǊŀƭƭȅ ōŜ ŀōƭŜ ǘƻ ŎƻǇŜ ǿƛǘƘ ǘƘŜ ǎƘƻǊǘ ǇŜǊƛƻŘ 

ōŜǘǿŜŜƴ ǊŀǘŜ ŘŜǘŜǊƳƛƴŀǘƛƻƴ ŀƴŘ ǇŀȅƳŜƴǘΣ ŀǎ ǘƘƛǎ ƛǎ ǎǘŀƴŘŀǊŘ ƛƴ Ƴŀƴȅ ŘŜǊƛǾŀǘƛǾŜ ƳŀǊƪŜǘ ǎŜƎƳŜƴǘǎΦ 

3) CƻǊ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ς ōǳǘ ŀƭǎƻ ŦƻǊ ǎƻƳŜ ŎƻǊǇƻǊŀǘŜǎ όƴƻƴ-ŦƛƴŀƴŎƛŀƭ ŎƻƳǇŀƴƛŜǎύ ς ŀƭƛƎƴƳŜƴǘ ǿƛǘƘ 

ǘƘŜ ǇǊŀŎǘƛŎŜǎ ƛƴ όŘŜōǘύ ŎŀǇƛǘŀƭ ƳŀǊƪŜǘǎ ŀƴŘ ŜȄǘŜǊƴŀƭ ŎƻǊǇƻǊŀǘŜ ƭŜƴŘƛƴƎ ŎƻǳƭŘ ōŜ ŀ ƳŀƧƻǊ ŘŜǘŜǊƳƛƴŀƴǘ 

ƛƴ ǘƘŜ ǎŜƭŜŎǘƛƻƴ ƻŦ ŀ ŦŀƭƭōŀŎƪΣ ŀǎ ǘƘƛǎ ǿƻǳƭŘ ŀƭǎƻ ŜƴǎǳǊŜ ƳŀȄƛƳǳƳ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ǘƘŜ ŀǊƳΩǎ ƭŜƴƎǘƘǎ 

ǇǊƛƴŎƛǇƭŜΦ Lƴ ǘƘƛǎ ŎŀǎŜ ŎƻƳǇŀƴƛŜǎ ŎƻǳƭŘ ǎŜƭŜŎǘ ǘƘŜ ŦŀƭƭōŀŎƪ ǊŀǘŜ ōŀǎŜŘ ƻƴ ǘƘŜ ŘŜǎŎǊƛǇǘƛƻƴǎ ƛƴ {ŜŎǘƛƻƴǎ 

рΦпΦм ά/ƻǊǇƻǊŀǘŜ [ŜƴŘƛƴƎέ ŀƴŘ {ŜŎǘƛƻƴ рΦпΦо ά5Ŝōǘ {ŜŎǳǊƛǘƛŜǎέΣ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ 

ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ƳŜǘƘƻŘƻƭƻƎȅΦ 

  LƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ 

One important group of benchmark users are asset managers. They apply benchmarks to passively 

managed funds and exchange traded funds (ETFs) ς with benchmarks as a target for index-linked 

funds ς ŀǎ ǿŜƭƭ ŀǎ ǘƻ ǘƘŜ ŜǾŀƭǳŀǘƛƻƴ ƻŦ ŀƴ ŀŎǘƛǾŜ ƳŀƴŀƎŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜΣ ǿƘŜƴ ŀ ŦǳƴŘΩǎ ǇŜǊŦƻǊƳŀƴŎŜ 

is measured against a selected index or a set of indices. Asset managers, as benchmark users, are not 

usually involved in the production of, calculation of and contribution to the data on which 

benchmarks are based. Their role is therefore mostly limited to the use of a benchmark, for which 
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they are required to pay high and multiple fees, and are subject to extensive regulatory 

requirements. 

As entities supervised under the BMR, alternative investment fund managers (AIFMs) and 

undertakings for collective investment in transferable securities (UCITS) management companies 

that use a benchmark are required to produce and maintain robust written plans setting out the 

action they would take if a benchmark were to change materially or cease to be provided. Where 

feasible and appropriate, such plans should nominate one or several alternative benchmarks which 

could be referenced to substitute the benchmarks no longer provided, indicating why such 

benchmarks would be suitable alternatives. The supervised entities are obliged to provide, upon 

request, the relevant competent authority with these plans, and any updates, and are obliged to 

reflect these plans in their contractual relationships with clients. 

EURIBOR is used by investment funds across all kinds of asset classes and financial instruments, 

including swaps, swaptions, other nonlinear derivatives, bonds, loans and asset backed securities. 

However, EURIBOR is also used by investment funds as a benchmark for calculating performance 

fees and as a discounting curve for certain products. With regard to the use of interest rates in 

investment funds, the European Fund and Asset Management Association ς participating as a 

non-voting member in the working group ς provided its input as to the footprint of such rates in the 

asset management industry on the basis of an empirical analysis and data gathered via an internal 

survey of its membership (please see the relevant extract of the report by the working group on the 

ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ϵ{¢9w91). Based on this informal mapping, money market and fixed income 

funds are the main EONIA users for benchmarking purposes, while the most commonly used 

instruments referencing EONIA are FRNs, repurchase agreements, interest rate derivatives and loan 

agreements. The ongoing effort to identify fallback rates for those contracts linked to EURIBOR is of 

particular relevance and importance to asset managers in terms of their contracts with investors and 

compliance with the BMR. 

So far fallback rates for EURIBOR seem to vary across financial instruments and remain temporary in 

nature. Adopting a stable and permanent approach would ensure that the fallback clauses are more 

robust and would provide further transparency to investors. It is important to design fallback clauses 

that are already robust, in order to show the market is fully prepared in case EURIBOR is 

discontinued (unlike the situation for other LIBORs). The working group aims to support the market 

in this respect via this public consultation. If market consensus is reached based on the feedback 

received, this would support ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇΩǎ final recommendations, facilitating a stable and 

permanent approach. 

Under the BMR and the definitions for benchmark use, any use of EURIBOR for measuring the 

performance of an investment fund, tracking its return, defining asset allocation or computing 

performance fees creates regulatory requirements for the manager of the fund. These include 

ensuring a continuity plan is in place in case EURIBOR ceases to exist or changes materially. It should 

be noted, however, that the selection of a fallback rate is required whenever this is feasible.  

The industry would appreciate further guidance from European or national authorities as to how 

fallbacks are implemented in contracts ς particularly in fund level documentation ς and the 

requirements for EURIBOR fallbacks for fund/portfolio level benchmarks.  

 

91  {ŜŜ wŜǇƻǊǘ ōȅ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ŜǳǊƻ Ǌƛǎƪ-ŦǊŜŜ ǊŀǘŜǎ ƻƴ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴ ŦǊƻƳ 9hbL! ǘƻ ϵ{¢wΣ ǇŀƎŜ мпΣ 5ŜŎŜƳōŜǊ нлмфΦ 

https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.eoniatransitionreport201812.en.pdf
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Would using the backward-looking lookback period ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōǳƛƭŘ ŀ ϵ{¢w-based term 

structure be appropriate as a EURIBOR fallback for benchmarking purposes for investment funds? 

For any new rate to be relevant from an asset managerΩs perspective it should be as representative 

as possible of the activity and the market-based funding costs in the market segment it covers. In 

addition, ensuring there is clarity and concrete information regarding the key features of the rate is 

of paramount importance for users. In this respect, it remains critical that there is transparency in 

relation to the underlying methodology used in each step of the calculation of the fallback 

benchmark. Asset managers will need to have a clear understanding of both elements in order to be 

able to communicate a fallback rate as the best option to investors, and meet their own regulatory 

requirements in relation to how a rate is used for the purposes of the investment fund. Moreover, it 

is important that the fallback rate is easy to implement, broadly recognised by market participants 

and freely accessible (or at least accessible at a reasonable cost). 

In terms of consistency between the fallback rate used for investments traded by investment funds 

and that used as a fund benchmark/for the performance calculation, given the significant reviews 

that a move towards a fallback rate would require of ŦǳƴŘǎΩ ŀŎŎƻǳƴǘƛƴƎ ǎȅǎǘŜƳǎΣ ŀ ǊŀǘŜ ǘƘŀǘ ƛǎ ŀǎ 

consistent as possible would be most useful. In this respect, if a backward-looking term structure 

methodology were applied this would require amendments to pre-contractual documentation, e.g. 

the prospectus specifying the performance fee, and further assessments of the operational feasibility 

of implementing different methodologies and the potential legal risks to clients. 

Deviating methodologies for asset classes would create operational difficulties, so asset class 

discrepancies within jurisdictions should be kept to a minimum to facilitate implementation. It 

should, however, be borne in mind that as methodologies across jurisdictions will probably differ, 

there are use cases in which having the same methodology is not an imperative, although it remains 

relevant for structured products.  

In terms of backward-looking compounded in arrears rates, the lookback period term structure 

methodology would be preferable as it is used by ISDA for derivatives, which could be an advantage 

in terms of ensuring consistency. However, it would be important for the lag specified between the 

observation period and the interest rate period to be as short as possible. For example, in 

multicurrency loan markets the delay between the two periods could lead to arbitrage opportunities 

for borrowers, to the detriment of lenders. Short lags are also better for calculating the performance 

fee involving a benchmark. 

In principle, a forward-looking terms structure would also seem to be an obvious choice, given that 

EURIBOR is also forward-looking. However, this could be inconsistent with the approach ISDA is 

recommending for the derivatives market through their 2006 ISDA Definitions and IBOR Fallbacks 

Protocol. As mentioned above, consistency across asset classes remains a key consideration. 

 /ƻƴŎƭǳǎƛƻƴǎ 

Based on the analysis conducted in Section 5.3, the working group has identified a number of use 

cases that might require a forward-looking term structure methodology to be introduced on the first 

level of the waterfall fallback, while including a backward-looking term structure methodology on 

the second level of the waterfall structure in case the forward-looking term structure methodology is 

not available when the EURIBOR fallback measure is triggeredΦ ¢ƘŜ ǳǎŜ ŎŀǎŜǎ ŀǊŜέ 
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¶ ƳƻǊǘƎŀƎŜǎΣ ŎƻƴǎǳƳŜǊ ƭƻŀƴǎ ŀƴŘ {a9 ƭƻŀƴǎ ό{ŜŎǘƛƻƴ рΦоΦнύΤ 

¶ ǘǊŀŘŜ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎΣ ǿƘŜǊŜ ŦƛƴŀƴŎƛƴƎ ƛǎ ƎǊŀƴǘŜŘ ƻƴ ŀ ŘƛǎŎƻǳƴǘŜŘ ƛƴǘŜǊŜǎǘ ōŀǎƛǎ ό{ŜŎǘƛƻƴ рΦоΦпύΤ 

¶ ŜȄǇƻǊǘ ŀƴŘ ŜƳŜǊƎƛƴƎ ƳŀǊƪŜǘǎ ŦƛƴŀƴŎŜ ǇǊƻŘǳŎǘǎΣ ǿƘŜǊŜ ǘƘŜ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ƛƴǾƻƭǾŜŘ ƛƴŎƭǳŘŜ ŜȄǇƻǊǘ 

ŎǊŜŘƛǘ ŀƎŜƴŎƛŜǎ ό9/!ǎύΣ ƳǳƭǘƛƭŀǘŜǊŀƭ ŀƎŜƴŎƛŜǎΣ ǎǘŀǘŜ-ƻǿƴŜŘ ŎƻƳǇŀƴƛŜǎΣ ƎƻǾŜǊƴƳŜƴǘ ƳƛƴƛǎǘǊƛŜǎ ŀƴŘ 

ǎƻǾŜǊŜƛƎƴǎ ό{ŜŎǘƛƻƴ рΦоΦрύΤ 

¶ ǘǊŀƴǎŦŜǊ ǇǊƛŎƛƴƎ ƳƻŘŜƭǎ ŦƻǊ ŎŜǊǘŀƛƴ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƴƻƴ-ŦƛƴŀƴŎƛŀƭ ŎƻƳǇŀƴƛŜǎ ό{ŜŎǘƛƻƴ рΦоΦфύΦ 

As explained in Section 5.3, the working group acknowledges that for these specific use cases for 

products, there is a clear necessity to know the interest rate in advance or applying a different 

methodology. 

Finally, as detailed in Section 5.4.11, the working group is seeking feedback from market participants 

as to which methodology ς forward-looking or backward-looking lookback period ς would be most 

appropriate for building ŀ ϵ{¢w-based term structure that could function, for investment funds, as a 

EURIBOR fallback measure for benchmarking purposes. 

Products 
Corporate 

lending 

Retail 

mortgages/ 

consumer 

loans/ 

SME loans 

Current 

accounts 

Trade 

finance 

products 

Export and 

emerging 

markets 

finance 

products 

Debt 

securities 
Securitisations Transfer pricing model 

Investments 

funds 

(benchmarking) 

Fallback 

methodology 

recommended 

for the first level 

of the waterfall 

BWL 

lookback 

FWL BWL 

payment 

delay 

FWL FWL BWL 

lookback 

Depending on 

the underlying 

assets 

For 

corporates 

and some 

financials: 

FWL 

For most 

financials: 

 

BWL 

lookback 

FWL? 

BWL lookback? 

Fallback 

methodology 

recommended 

for the second 

level of the 

waterfall  

(if needed) 

N/A BWL last 

reset up to 

3M or BWL 

lookback 

N/A BWL 

last reset 

BWL 

Last reset 

up to 3M 

N/A Depending on 

the underlying 

assets 

BWL 

last reset 

N/A BWL lookback 

Spread 

adjustment 

Historical mean/median methodology 

For all other financial products, also in view of the FSB guidance and the EURIBOR fallback measures 

that ISDA has included in the 2006 ISDA Definitions and IBOR Fallbacks Protocol, the working group 

suggests that the most appropriate/robust EURIBOR fallback measure would be a backward-looking 

lookback period term structure methodology. 

 vǳŜǎǘƛƻƴǎ ƻƴ 9¦wL.hw ŦŀƭƭōŀŎƪ ǊŀǘŜǎ 

Criteria used in the analysis of EURIBOR fallbacks rates (see Section 5.2) 

¶ wƻōǳǎǘƴŜǎǎκŀǾŀƛƭŀōƛƭƛǘȅ  

¶ hǇŜǊŀǘƛƻƴŀƭ ŜŀǎŜ 

¶ /ƭƛŜƴǘ ŀŎŎŜǇǘŀƴŎŜ 
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¶ IŜŘƎƛƴƎ ŜŀǎŜ ŀƴŘ ƘŜŘƎŜ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎ 

¶ hǘƘŜǊ ŀŎŎƻǳƴǘƛƴƎ ƛƳǇŀŎǘǎ 

¶ wƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƳǇŀŎǘǎ 

¶ /ƻƴǎƛǎǘŜƴŎȅ ǿƛǘƘ ƻǘƘŜǊ ƧǳǊƛǎŘƛŎǘƛƻƴǎ ŀŎǊƻǎǎ ŀǎǎŜǘ ŎƭŀǎǎŜǎ 

Question 1: Can you identify any additional criteria that should be taken into account? (Yes/No/No 

opinion) 

Please elaborate on the reasons for your answer. 

Question 2: Do you agree with the analysis conducted in Section 5.2.1 and the conclusions of the 

working group presented in Section 5.2.2 with regard to ǘƘŜ ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ϵ{¢w-based term 

structure methodologies on the basis of the selection criteria? (Yes/No/No opinion) 

Please elaborate on the reasons for your answer. 

Use cases analysis (see Section 5.3) 

Products 
Corporate 

lending 

Retail 

mortgages/ 

consumer 

loans/ 

SME loans 

Current 

accounts 

Trade 

finance 

products 

Export 

and 

emerging 

markets 

finance 

products 

Debt 

securities 
Securitisations Transfer pricing model 

Investments 

funds 

(benchmarking) 

Fallback 

methodology 

recommended 

for the first 

level of the 

waterfall 

BWL 

lookback 

FWL BWL 

payment 

delay 

FWL FWL BWL 

lookback 

Depending 

on the 

underlying 

assets 

For 

corporates 

and some 

financials: 

 

FWL 

For most 

financials: 

 

 

BWL 

lookback 

FWL? 

BWL lookback? 

Fallback 

methodology 

recommended 

for the second 

level of the 

waterfall  

(if needed) 

N/A BWL last 

reset up to 

3M or BWL 

lookback 

N/A BWL 

last 

reset 

BWL 

Last 

reset up 

to 3M 

N/A Depending 

on the 

underlying 

assets 

BWL 

last reset 

N/A BWL lookback 

Spread 

adjustment 

Historical mean/median methodology 

Question 3: Corporate lending (Section 5.3.1) 

Do you agree with the working groupΩǎ conclusion that the backward-looking lookback period 

methodology would be the most appropriate methodology for building ŀ ϵ{¢w-based term 

structure that could function as a fallback for most, by value, of the corporate lending linked to 

EURIBOR? (Yes/No/No opinion)   

If not, what alternative methodology would you propose? (Forward-looking/Backward-looking 

payment delay/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account the possible interactions 

between asset classes and related instruments. 

Question 4: Mortgages, consumer loans and SME loans (Section 5.3.2) 
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4.1. Do you agree with the working groupΩǎ conclusion that a forward-looking methodology would 

be the most appropriate methodology for building ŀ ϵ{¢w-based term structure that could 

function as a fallback for retail mortgages, consumer loans and SME loans linked to EURIBOR ? 

(Yes/No/No opinion) 

If not, what alternative methodology would you propose? (Backward-looking payment delay/ 

Backward-looking lookback period/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

4.2. If your reply to Question 4.1 was affirmative, would you agree with the proposal to include a 

term structure built using a forward-looking methodology on the first level of the waterfall 

structure and, on the second level of the waterfall structure, to include as a backstop, in case a 

forward-looking term structure methodology is not available, either:  

a) ŀ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ōǳƛƭǘ ǳǎƛƴƎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭŀǎǘ ǊŜǎŜǘ ƳŜǘƘƻŘƻƭƻƎȅ όǳǇ ǘƻ ǘƘǊŜŜ-ƳƻƴǘƘ 

ǘŜƴƻǊǎύ ƻǊΣ ŀƭǘŜǊƴŀǘƛǾŜƭȅΤ 

b) ŀ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ōǳƛƭǘ ǳǎƛƴƎ ǘƘŜ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ƳŜǘƘƻŘƻƭƻƎȅΚ 

(a/b/Neither)   

If neither, what alternative would you propose for the second level of the waterfall? 

(Backward-looking payment delay/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

4.3. Would you expect your institution to have to cope with any impediments in the case of a rate 

calculated using the backward-looking lookback period methodology for retail mortgages, consumer 

loans and SME loans? (Yes/No/No opinion) 

Please indicate whether you are (representing) a lender or a borrower. (Lender/borrower) 

Please elaborate on the reasons for your answer and, if your reply was affirmative, please specify 

what those impediments could be, and whether/how these impediments could be addressed. 

4.4. Would you expect your institution to have to cope with any impediments in the case of a rate 

calculated using the backward-looking last reset methodology for retail mortgages, consumer loans 

and SME loans? (Yes/No/No opinion) 

Please indicate whether you are (representing) a lender or a borrower. (Lender/borrower) 

Please elaborate on the reasons for your answer and, if your reply was affirmative, please specify 

what those impediments could be, and whether/how these impediments could be addressed. 

Question 5: Current accounts (Section 5.3.3) 

Do you agree that the backward-looking payment delay methodology would be the most 

appropriate methodology for building ŀ ϵ{¢w-based term structure that could function as a fallback 
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for EURIBOR for current accounts linked to EURIBOR? (Yes/No/No opinion) 

If not, what alternative methodology would you propose? (Forward-looking/Backward-looking 

lookback period/Backward-looking last reset/Another alternative) 

Question 6: Trade finance (Section 5.3.4) 

6.1. Do you agree with the working groupΩǎ conclusion that a forward-looking methodology would 

be the most appropriate methodology for building ŀ ϵ{¢w-based term structure that could function 

as a EURIBOR fallback for trade finance? (Yes/No/No opinion) 

If not, what alternative methodology would you propose? (Backward-looking payment delay/ 

Backward-looking lookback period/Backward-looking last reset/ Please specify another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

6.2. If your reply to Question 6.1 was affirmative, would you agree with the proposal to include: (i) a 

term structure built using a forward-looking methodology on the first level of the waterfall 

structure and (ii) a term structure built using the backward-looking last reset methodology on the 

second level of the waterfall structure as a backstop, in case a forward-looking term structure 

methodology is not available? (Yes/No/No opinion)  

If not, what alternative methodology would you propose for the second level of the waterfall? 

(Backward-looking payment delay/Backward-looking lookback period/Another alternative) 

Please elaborate on the reasons for your answers, also taking into account possible interactions 

between asset classes and related instruments. 

Question 7: Export and emerging markets finance products (Section 5.3.5) 

7.1. Do you agree with the working groupΩs conclusion that a forward-looking methodology would 

be the most appropriate methodology for building ŀ ϵ{¢w-based term structure that could function 

as a fallback for the majority of EURIBOR-linked products used for export and emerging markets 

finance products? (Yes/No/No opinion) 

If not, what alternative methodology would you propose? (Backward-looking lookback period/ 

Backward-looking payment delay/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

7.2. Do you agree with the working groupΩs conclusion that for some export and emerging markets 

finance products ς those involving sophisticated counterparties and developed markets ς an in 

arrears methodology might be preferable and, in that case, a backward-looking lookback period 

methodology would be the most appropriate methodology for building ŀ ϵ{¢w-based term 

structure that could function as a EURIBOR fallback for such export and emerging markets finance 

products? (Yes/No/No opinion)  

If not, what alternative methodology would you propose? (Forward-looking/Backward-looking 

payment delay/Backward-looking last reset/Another alternative) 
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Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

7.3. If your reply to Question 7.1 was affirmative (and/or your response to Question 7.2 was 

negative), would you agree with the proposal to include (i) a term structure built using a 

forward-looking methodology on the first level of the waterfall structure and (ii) a term structure 

built using the backward-looking last reset methodology (up to three-month tenors) on the second 

level of the waterfall structure as a backstop, in case a forward-looking term structure methodology 

is not available? (Yes/No/No opinion)  

If not, what alternative methodology would you propose for the second level of the waterfall? 

(Backward-looking payment delay/Backward-looking lookback period/Another alternative) 

Please elaborate on the reasons for your answers, also taking into account possible interactions 

between asset classes and related instruments. 

Question 8: Debt securities (Section 5.3.6) 

Do you agree that the backward-looking lookback period would be the most appropriate 

methodology for building ŀ ϵ{¢w-based term structure that could function as a fallback for 

EURIBOR-linked debt securities? (Yes/No/No opinion)   

If not, what alternative methodology would you propose? (Forward-looking/Backward-looking 

payment delay/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

Question 9: Securitisations (Section 5.4.7) 

9.1. Do you agree that for those securitisations that will include underlying assets for which the 

working group has identified the backward-looking lookback period as the most appropriate 

methodology for building ŀ ϵ{¢w-based term structure that could function as a EURIBOR fallback 

(e.g. syndicated loans, business loans and debt securities), it would be advisable to include the 

same EURIBOR fallback measure? 

If not, what alternative methodology would you propose? (Backward-looking payment 

delay/Backward-looking lookback/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons underlying your answer, also taking into account possible 

interactions among asset classes and related instruments. 

9.2. Do you agree that for those securitisations that will include underlying assets for which the 

working group has identified the forward-looking methodology as the most appropriate 

methodology for building ŀ ϵSTR-based term structure that could function as a EURIBOR fallback 

(e.g. mortgages and SME loans), it would be advisable to include the same waterfall structure as a 

EURIBOR fallback measure? 

If not, what alternative methodology would you propose? (Backward-looking payment 

delay/Backward-looking lookback period/Backward-looking last reset/Another alternative) 
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Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

Question 10: Transfer pricing models (Section 5.3.9) 

10.1. Do you agree with the working groupΩǎ conclusions that a forward-looking methodology 

would be the most appropriate methodology for building ŀ ϵ{¢w-based term structure that could 

function as a EURIBOR fallback for transfer pricing models for non-financial companies? (Yes/No/No 

opinion) 

If not, what alternative methodology would you propose? (Backward-looking payment 

delay/Backward-looking lookback/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

10.2. Do you think that the backward-looking lookback period would be the most appropriate 

methodology for building ŀ ϵ{¢w-based term structure that could function as a EURIBOR fallback for 

transfer pricing models for financial companies? (Yes/No/No opinion) 

If not, what alternative methodology would you propose? (Backward-looking payment 

delay/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answer, also taking into account possible interactions 

between asset classes and related instruments. 

10.3. If your reply to Question 10.1 was affirmative (and/or your response to Question 10.2 was 

negative), would you agree with the proposal to include (i) a forward-looking term structure 

methodology on the first level of the waterfall structure and (ii) the backward-looking last reset 

term structure methodology on the second level of the waterfall structure as a backstop, in case a 

forward-looking term structure methodology is not available? (Yes/No/No opinion) 

If not, what alternative methodology would you propose for the second level of the waterfall? 

(Backward-looking payment delay/Backward-looking lookback/Another alternative) 

Please elaborate on the reasons for your answers, also taking into account possible interactions 

between asset classes and related instruments. 

Question 11: Investment funds (Section 5.3.10) 

11.1. Which methodology ς forward-looking or backward-looking lookback period ς would be most 

appropriate for building ŀ ϵ{¢w-based term structure that could function as a EURIBOR fallback 

provision for benchmarking purposes for investment funds? (Forward-looking/Backward-looking 

lookback period/Another alternative).  

Please elaborate on the reasons for your answers, also taking into account possible interactions 

between asset classes and related instruments. 

11.2. If you indicated the forward-looking methodology in Question 11.1, would you agree with the 

proposal to include (i) a forward-looking term structure methodology on the first level of the 

waterfall structure and (ii) the backward-looking lookback period term structure methodology on 
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the second level of the waterfall structure as a backstop, in case a forward-looking term structure 

methodology is not available? (Yes/No/No opinion)  

If not, what alternative methodology would you propose for the second level of the waterfall? 

(Backward-looking payment delay/Backward-looking last reset/Another alternative) 

Please elaborate on the reasons for your answers, also taking into account possible interactions 

between asset classes and related instruments. 

Question 12: Asset classes and use cases 

Are there any other asset classes or use cases that have not been covered by this consultation 

paper that you think should be considered by the working group? (Yes/No/No opinion) 

If ǘƘŜ ŀƴǎǿŜǊ ƛǎ άyesέ, please elaborate on the reasons for your answer and what ϵ{¢w-based term 

structure methodology you would recommend as a potential EURIBOR fallback measure. 
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6 {ǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ 

 LƴǘǊƻŘǳŎǘƛƻƴ 

In order to construct a suitable EURIBOR fallback measure, based on the ϵ{¢wΣ that would ensure a 

smooth transition for EURIBOR-linked contracts should EURIBOR cease to exist, it is important to (i) 

consider the economic difference between EURIBOR and ǘƘŜ ǎŜƭŜŎǘŜŘ ϵ{¢w-based term structure, 

and (ii) to identify a methodology which can be used to compute this difference in order to adjust 

ǘƘŜ ϵ{¢w-based term structure to limit potential value transfers, thereby guaranteeing economic 

equivalence between both reference rates if the fallback provision is activated. 

¶ ¢ƘŜ ϵ{¢w ǊŜŦƭŜŎǘǎ ǘƘŜ ǿƘƻƭŜǎŀƭŜ ŜǳǊƻ ǳƴǎŜŎǳǊŜŘ ƻǾŜǊƴƛƎƘǘ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘǎ ƻŦ ōŀƴƪǎ ƭƻŎŀǘŜŘ ƛƴ 

ǘƘŜ ŜǳǊƻ ŀǊŜŀΣ ŀƴŘ ŀ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ōǳƛƭǘ ǳǎƛƴƎ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŘŜǎŎǊƛōŜŘ ƛƴ 

ŎƘŀǇǘŜǊǎ оΣ п ŀƴŘ р ƻŦ ǘƘƛǎ ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǎŜŜƪ ǘƻ ǊŜǇǊŜǎŜƴǘ ǘƘŜ ǘŜǊƳ ǾŀƭǳŜ ƻŦ ƭƛǉǳƛŘƛǘȅ ŦƻǊ ǘƘŜ 

ŎƻǊǊŜǎǇƻƴŘƛƴƎ ǘŜƴƻǊǎΦ 

Whereas: 

¶ 9¦wL.hw ǊŜŦƭŜŎǘǎ ŀ ǘŜǊƳ ǊŀǘŜ ŀǘ ǿƘƛŎƘ ǿƘƻƭŜǎŀƭŜ ŦǳƴŘǎ ƛƴ ŜǳǊƻ ŎƻǳƭŘ ōŜ ƻōǘŀƛƴŜŘ ōȅ ŎǊŜŘƛǘ 

ƛƴǎǘƛǘǳǘƛƻƴǎ ƛƴ ǘƘŜ 9¦ ŀƴŘ 9C¢! ŎƻǳƴǘǊƛŜǎ ƛƴ ǘƘŜ ǳƴǎŜŎǳǊŜŘ ƳƻƴŜȅ ƳŀǊƪŜǘΦ 9¦wL.hw ǘƘŜǊŜŦƻǊŜ 

ƛƴŎƭǳŘŜǎ ŀ ǘŜǊƳ ǾŀƭǳŜ ƻŦ ƭƛǉǳƛŘƛǘȅΣ ŀǎ ǿŜƭƭ ŀǎ ǾŀǊƛƻǳǎ ǇǊŜƳƛŀ ǊŜŦƭŜŎǘƛƴƎ ŀ ōŀƴƪΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ ŀƴŘ 

ƻǘƘŜǊ ŦŀŎǘƻǊǎ ǘƘŀǘ ŀǊŜ ǳƴƛǉǳŜ ŦƻǊ ŜŀŎƘ ǘŜƴƻǊ όŦǊƻƳ ƻƴŜ ǿŜŜƪ ǘƻ ƻƴŜ ȅŜŀǊύ ǘƘŀǘ ŀǊŜ ƴƻǘ ƛƴŎƭǳŘŜŘ ƛƴ 

ǘƘŜ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜΦ 

Therefore, for ŀ ϵ{¢w-based fallback measure to be economically equivalent to EURIBOR to the 

greatest extent possible, in order to limit potential value transfers at the time the fallback is 

triggered it is necessary to add a spread adjustment that reflects the value of a ōŀƴƪΩǎ ŎǊŜŘƛt risk and 

other premia embedded in EURIBOR. 

This chapter discusses the working grƻǳǇΩǎ views on possible spread adjustment methodologies and 

consults on the recommended option. 

In order to identify the most suitable spread adjustment methodology, the working group set the 

following criteria: 

¶ ǘƘŜ ǿŀȅ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ǎƘƻǳƭŘ ŀƭƭƻǿΣ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΣ ŦƻǊ ŀ ǾŀƭǳŜ 

ƴŜǳǘǊŀƭ ǘǊŀƴǎƛǘƛƻƴΣ ƛΦŜΦ ŀ ǘǊŀƴǎƛǘƛƻƴ ƛƴ ǿƘƛŎƘ ŜƛǘƘŜǊ ƴƻ ǇŀǊǘȅ ǘƻ ŀ ŎƻƴǘǊŀŎǘ ǊŜŦŜǊŜƴŎƛƴƎ 9¦wL.hw 

ǎǳŦŦŜǊǎ ŀ ƭƻǎǎ ƻƴŎŜ ǘƘŜ ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ Ƙŀǎ ōŜŜƴ ǘǊƛƎƎŜǊŜŘΣ ƻǊ ŀƴȅ ƭƻǎǎ ƛǎ ƳƛƴƛƳƛǎŜŘΤ 

¶ ǘƘŜ ǿŀȅ ǘƘŜ ǎǇǊŜŀŘ ƛǎ ŘŜǘŜǊƳƛƴŜŘ Ƴǳǎǘ ōŜ ǳƴŘŜǊǎǘƻƻŘ ŀƴŘ ǿƛŘŜƭȅ ŀŎŎŜǇǘŜŘ ōȅ ƳŀǊƪŜǘ 

ǇŀǊǘƛŎƛǇŀƴǘǎΦ 

 ¢ȅǇŜǎ ƻŦ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ 

The working group identified four types of spread adjustment methodologies: 

¶ ǘƘŜ ŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅΤ 



 

тм 
 

¶ ǘƘŜ ŦƻǊǿŀǊŘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅΤ 

¶ ǘƘŜ ƘƛǎǘƻǊƛŎŀƭ ƳŜŀƴκƳŜŘƛŀƴ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅΤ 

¶ ǘƘŜ ǎǇƻǘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅΦ 

 ¢ƘŜ ŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ 

The dynamic spread adjustment would be based on the replication of the credit/liquidity risk in 

another index, and can be computed based on the transaction data of unsecured short-term bank 

yield products collected from the markets, including the primary and secondary market, by 

deducting the ϵ{¢w-based term structure yield from the yield of the transactions in scope for each 

available maturity. If there is insufficient information to compute all the tenors, the dynamic spread 

can then be calculated by interpolating and averaging the single data points, discarding outliers. 

Iƴ ǘƘŜƻǊȅΣ ŀ ŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ŎƻǳƭŘ ōŜ ŀŘŘŜŘ ǘƻ ŀƴȅ ϵ{¢w-based term structure to make it 

economically equivalent to EURIBOR. However, in practice it is not known whether a dynamic spread 

would become available at the time EURIBOR fallback measures are triggered, for the following 

reasons: 

a) ŀ ŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ǊŜƭƛŜǎ ƻƴ ǘƘŜ ǎŀƳŜ ǇǊŜƳƛǎŜ ŀǎ 9¦wL.hw ς ŀƴ ŀŎǘƛǾŜ ǳƴǎŜŎǳǊŜŘ ƳƻƴŜȅ ƳŀǊƪŜǘ 

ōŜǘǿŜŜƴ ōŀƴƪǎ ŦƻǊ ǘƘŜ ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ǘŜǊƳ ǊŀǘŜǎΤ  

b) ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƘŀǘ ǿƛƭƭ ƴŜŜŘ ǘƻ ōŜ ŘŜǾŜƭƻǇŜŘ ƛǎ ǾŜǊȅ ŎƻƳǇƭŜȄΦ 

It is not, therefore, obvious whether it is possible to create a new dynamic spread that reflects the 

term value of a ōŀƴƪΩǎ credit risk and liquidity but is different from the existing 9¦wL.hwκϵ{¢w 

spread. 

Potential advantages of the dynamic spread adjustment methodology: 

¶ ƛǘ ƻŦŦŜǊǎ ŀ ƪŜȅ ōŜƴŜŦƛǘ ǘƻ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ƘŜŘƎƛƴƎ ŎǊŜŘƛǘκƭƛǉǳƛŘƛǘȅ Ǌƛǎƪ ŦǊƻƳ ŀƴ ŀǎǎŜǘ ŀƴŘ 

ƭƛŀōƛƭƛǘȅ ƳŀƴŀƎŜƳŜƴǘ ǇŜǊǎǇŜŎǘƛǾŜΤ 

¶ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ŀ ŦŀƭƭōŀŎƪ ǎŎŜƴŀǊƛƻΣ ŎƘŀƴƎŜǎ ƛƴ ŎǊŜŘƛǘκƭƛǉǳƛŘƛǘȅ ǎǇǊŜŀŘǎ ŦƻǊ ǘƘŜ ōŀƴƪƛƴƎ ƛƴŘǳǎǘǊȅ 

ŎƻǳƭŘ ōŜ ƛƳǇƭŜƳŜƴǘŜŘ ƻǾŜǊ ǘƛƳŜΤ 

¶ ŀǎ ǘƘŜ ŎǊŜŘƛǘκƭƛǉǳƛŘƛǘȅ ǎǇǊŜŀŘ ŎƘŀƴƎŜǎ ƴŜƛǘƘŜǊ ǉǳƛŎƪƭȅ ƴƻǊ ŦǊŜǉǳŜƴǘƭȅΣ ǘǊŀƴǎŀŎǘƛƻƴ Řŀǘŀ ŦƻǊ ƳƻǊŜ 

ǘƘŀƴ ƻƴŜ Řŀȅ ŎƻǳƭŘ ōŜ ǳǎŜŘΣ ŜΦƎΦ ŀ ŦƛǾŜ ƻǊ ǘŜƴ-Řŀȅ ǊƻƭƭƛƴƎ ŀǾŜǊŀƎŜΤ 

¶ ōȅ ŀǾŜǊŀƎƛƴƎ Řŀƛƭȅ ǘǊŀƴǎŀŎǘƛƻƴ Řŀǘŀ ŦƻǊ ŀ ǊƻƭƭƛƴƎ ǇŜǊƛƻŘΣ ǘƘŜ ǾƻƭǳƳŜ ŀƴŘ ŘƛǾŜǊǎƛǘȅ ƻŦ ŎǊŜŘƛǘ Řŀǘŀ 

ŎƻǳƭŘ ōŜ ƛƳǇǊƻǾŜŘ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ŀ Řŀƛƭȅ ŎŀƭŎǳƭŀǘƛƻƴΦ 

Potential disadvantages of the dynamic spread adjustment methodology:  

¶ Lǘ ǊŜǉǳƛǊŜǎ ǳƴŘŜǊƭȅƛƴƎ ǘǊŀƴǎŀŎǘƛƻƴ Řŀǘŀ ŀƴŘΣ ǘƘŜǊŜŦƻǊŜΣ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŎƻǳƭŘ ŦŀŎŜ ǎƛƳƛƭŀǊΣ ƻǊ 

ŜǾŜƴ ƎǊŜŀǘŜǊΣ ŎƘŀƭƭŜƴƎŜǎ ǘƘŀƴ 9¦wL.hwΤ 

¶ ǘƘŜ ŀŘŘƛǘƛƻƴŀƭ ǘǊŀƴǎŀŎǘƛƻƴ Řŀǘŀ ŦǊƻƳ ǘƘŜ ǇǊƛƳŀǊȅ ŀƴŘ ǎŜŎƻƴŘŀǊȅ ƳŀǊƪŜǘ ƳƛƎƘǘ ƴƻǘ ōŜ ǎǳŦŦƛŎƛŜƴǘΤ 

¶ ƛǘ ƛǎ ŘƛŦŦƛŎǳƭǘ ǘƻ ǎƻǳǊŎŜ ǘǊŀƴǎŀŎǘƛƻƴ ŘŀǘŀΤ 
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¶ ǘƘŜǊŜ ŀǊŜ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ŀƴŘ Řŀǘŀ ŀŎŎŜǎǎ ƛǎǎǳŜǎΦ 

.ŀǎŜŘ ƻƴ ǘƘƛǎ ŀƴŀƭȅǎƛǎΣ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ŘƛǎǊŜƎŀǊŘŜŘ ǘƘŜ ŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ 

ŀƴŘ ŎŀƳŜ ǘƻ ǘƘŜ ǾƛŜǿ ǘƘŀǘ ŀ ƴƻƴ-ŘȅƴŀƳƛŎ όƛΦŜΦ ŀ ŦƛȄŜŘύ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ǿƻǳƭŘ ƴŜŜŘ ǘƻ ōŜ ŎƻƳǇǳǘŜŘ 

ŀƴŘ ŀǇǇƭƛŜŘΦ 

 CƻǊǿŀǊŘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ 

The forward spread adjustment is calculated using observed market prices for the forward spread 

ōŜǘǿŜŜƴ 9¦wL.hw ŀƴŘ ǘƘŜ ϵ{¢w-based term structure in the relevant tenor at the time the EURIBOR 

fallback is triggered.  

Although the 2006 ISDA Definitions and IBOR Fallbacks Protocol specify the spread to be applied for 

every future date frozen at the point of the EURIBOR trigger event, the working group suggests 

specifying the spread just for the most liquid market data points, as explained in the example below, 

where the spread is defined for five points. For future dates beyond the length of the curve, the 

spread would remain static and equal to the spread of the last date of the curve. 



 

то 
 

 

 

The forward spread adjustment approach requires a forward EURIBOR curve and a forward 

ϵ{¢w-based term structure discount curve, both of which would, ideally, extend out to 30-60 years. 

Potential advantages of the adapted forward spread adjustment methodology: 

¶ ƛǘ ǇǊŜǾŜƴǘǎ ǎƛƎƴƛŦƛŎŀƴǘ ǾŀƭǳŜ ǘǊŀƴǎŦŜǊǎ ƴŜŀǊ ǘƘŜ ŘŀǘŜ ǘƘŜ ŦŀƭƭōŀŎƪ ƛǎ ǘǊƛƎƎŜǊŜŘ ōŜŎŀǳǎŜ ǎǇǊŜŀŘ 

ŀŘƧǳǎǘƳŜƴǘǎ ŀǊŜ ƛƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ ŜȄǇŜŎǘŜŘ ƳŀǊƪŜǘ ǇǊƛŎƛƴƎ ŀǎ ƻŦ ǘƘŜ Řŀȅ ōŜŦƻǊŜ ǘƘŜ ŦŀƭƭōŀŎƪ ƛǎ 

ǘǊƛƎƎŜǊŜŘΤ 

¶ ǘƘŜ ǳǎŜ ƻŦ ƻƴƭȅ ƭƛǉǳƛŘ ƳŀǊƪŜǘ Řŀǘŀ Ǉƻƛƴǘǎ ŜƴƘŀƴŎŜǎ ǘǊŀƴǎǇŀǊŜƴŎȅ ŀƴŘ ǊŜƭƛŀōƛƭƛǘȅΦ 

Potential disadvantages of the adapted forward spread adjustment methodology: 

¶ ƛǘ ǊŜǉǳƛǊŜǎ ŦǳƴŎǘƛƻƴƛƴƎ ƳŀǊƪŜǘǎ ŀƴŘ ŜȄǘŜƴǎƛǾŜ ƳŀǊƪŜǘ ŘŀǘŀΣ ǿƘƛŎƘ Ƴŀȅ ƴƻǘ ōŜ ǊŜŀŘƛƭȅ ŀǾŀƛƭŀōƭŜ ς 

ŀƴȅ ƳŀǊƪŜǘ Řŀǘŀ ŎƻƴǎƛŘŜǊŜŘ Ƴǳǎǘ ōŜ ŀŎŎǳǊŀǘŜΣ ǾŜǊƛŦƛŀōƭŜ ŀƴŘ ŀŎŎŜǎǎƛōƭŜ ǘƻ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎΤ  

t0 = The first calibration date which is the 
date from which observations of the 
forward curves commence. It is defined 
as the date 1Y prior to the 
discontinuation date. 

t1 = The discontinuation date. The first 
day on which EURIBOR will not be 
published.

Next, there are the dates which define 
which credit spread should be applied 
after cessation. We define the following:

t2 = t1 + 2 years 
t3 = t1 + 5 years
t4 = t1 + 10 years 
t5 = t1 + 20 years
t6 = Potential Final Replacement EURIBOR 
publication date (t1 + 60Y?)

Maturity (Years)

Yield(%) 

ϵSTR swap 
curve

EURIBOR swap 
curve

2 5 10

5-year 
credit 
spread

10-year 
credit 
spread

2-year credit 
spread

3yr 2yr 
forward 

credit spread 
calculated 

5yr 5yr
forward credit 

spread 
calculated 

The replacement EURIBOR rate for any given day after cessation will then be obtained by taking the relevant term ϵSTR rate 
and adding the credit spread according to the following map:

For t1Җ ǘ ғ t2 Use 2Y average credit spread
For t2Җ ǘ ғ t3 Use 2Y3Y average credit spread
For t3Җ ǘ ғ ǘ4 Use 5Y5Y average credit spread
For t4Җ ǘ ғ ǘ5 Use 10Y10Y average credit spread
For t5Җ ǘ ғ ǘ6 Use 20Y10Y average credit spread

Term

(Years)

Credit 
spread
applied

t1 t2 t3 t4

Average 5yr 5yr forward 
credit spread applied to 
benchmark for interest 
payment in this period

Average 3yr 2yr 
forward credit 
spread applied to 
benchmark for 
interest payment in 
this period

Average 2yr forward 
credit spread applied to 
benchmark for interest 
payment in this period
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¶ ǘƘŜ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ǘƘŜ ŎǳǊǾŜǎ ǊŜǉǳƛǊŜŘ ǘƻ ŎƻƳǇǳǘŜ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ǿƻǳƭŘ ōŜ ŘŜǇŜƴŘŜƴǘ ƻƴ ŀ ǾŜƴŘƻǊ 

ŎƻƴǘƛƴǳƛƴƎ ǘƻ ǊŜŎŜƛǾŜ ŘŀǘŀΣ ŀƴŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ŀƴŘ ǇǳōƭƛǎƘ ǘƘŜ ŎǳǊǾŜǎ ǳƴǘƛƭ ǘƘŜ ŦŀƭƭōŀŎƪǎ ŀǊŜ 

ǘǊƛƎƎŜǊŜŘ ς ǘƘŜǊŜ ƛǎ ƴƻ ƎǳŀǊŀƴǘŜŜ ǘƘŀǘ ŀ ǾŜƴŘƻǊ ǿƻǳƭŘ Řƻ ǘƘƛǎΤ  

¶ ƛǘ Ƴŀȅ ōŜ ǾǳƭƴŜǊŀōƭŜ ǘƻ ǳƴŘǳŜ ƛƳǇŀŎǘǎ ŀƴŘ ŘƛǎǘƻǊǘƛƻƴǎ ƛƴ ǘƘŜ ƳŀǊƪŜǘΤ 

¶ ŦƻǊǿŀǊŘ ǊŀǘŜǎ Ƴŀȅ ƴƻǘ ōŜ ƻōǎŜǊǾŀōƭŜ ŎƭƻǎŜ ǘƻ ǘƘŜ ŘŀǘŜ ƻŦ ŎŜǎǎŀǘƛƻƴΦ 

 IƛǎǘƻǊƛŎŀƭ ƳŜŀƴκƳŜŘƛŀƴ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ 

The historical mean/median spread adjustment could be based on the mean or median spot spread 

between the EURIBOR and the ϵ{¢w-based term structure calculated over a significant, static 

lookback period (e.g. five years or ten years) prior to the relevant announcement or publication 

triggering the EURIBOR fallback provisions.  

This spread adjustment could then be used from the end of a one-year transitional period after the 

EURIBOR fallback takes effect. During this transitional period, the spread to be used would be 

ŎŀƭŎǳƭŀǘŜŘ ǳǎƛƴƎ ƭƛƴŜŀǊ ƛƴǘŜǊǇƻƭŀǘƛƻƴ ōŜǘǿŜŜƴ ǘƘŜ ǎǇƻǘ 9¦wL.hwκϵ{¢w-based term structure spread 

at the time the fallback takes effect (i.e. ǘƘŜ ǎǇƻǘ 9¦wL.hwκϵ{¢w-based term structure spread on the 

last date that the relevant EURIBOR is published) and the spread that would apply after the end of 

the transitional period.  

The one-year transitional period would mitigate against ŀ άŎƭƛŦŦ ŜŦŦŜŎǘέ ŀǘ ǘƘŜ ǘƛƳŜ ǘƘŜ ŦŀƭƭōŀŎƪ ǘŀƪŜǎ 

ŜŦŦŜŎǘ ƛŦ ǘƘŜ ǎǇƻǘ 9¦wL.hwκϵ{¢w-based term structure spread at that time differs from the historical 

mean/median. There will be a gradual progression during the one-year transitional period from that 

spot EURL.hwκϵ{¢w-based term structure spread to the spread adjustment that will apply going 

forward.  

The historical mean/median approach requires historical spot EURIBOR fixings for each relevant 

tenor and historical spot ϵ{¢w-based term structure fixings, in each case, over the relevant lookback 

period.  

Potential advantages of the historical mean/median spread adjustment methodology:  

¶ ƛǘ ǊŜŦƭŜŎǘǎ ŎǳǊǊŜƴǘ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ ŀǘ ǘƘŜ ǘƛƳŜ ǘƘŜ ŦŀƭƭōŀŎƪ ǇǊƻǾƛǎƛƻƴ ǘŀƪŜǎ ŜŦŦŜŎǘ όŀƴŘ ǘƘŜǊŜŦƻǊŜ 

ŎƻǳƭŘ ŀǾƻƛŘ ŀ άŎƭƛŦŦ ŜŦŦŜŎǘέ ŀǘ ǎǳŎƘ ŀ ǘƛƳŜύ ŀƭǘƘƻǳƎƘ ƛǘ ǘǊŀƴǎƛǘƛƻƴǎ ǘƻ ƭƻƴƎŜǊ-ǘŜǊƳ ŀǾŜǊŀƎŜ ƳŀǊƪŜǘ 

ŎƻƴŘƛǘƛƻƴǎ ƻǾŜǊ ǘƛƳŜΤ 

¶ ƛǘ ŎŀǇǘǳǊŜǎ ǘƘŜ ǘŜƴŘŜƴŎȅ ƻŦ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ǘƻ ŦƭǳŎǘǳŀǘŜ ŀǊƻǳƴŘ ŀ ƭƻƴƎ-ǘŜǊƳ ƳŜŀƴΤ  

¶ ǳƭǘƛƳŀǘŜƭȅΣ ƛǘ ŀƳŜƭƛƻǊŀǘŜǎ ǘƘŜ ŜŦŦŜŎǘ ƻŦ ƳŀǊƪŜǘ ŘƛǎǘƻǊǘƛƻƴǎ ŀƴŘ ǇƻǘŜƴǘƛŀƭ ǳƴŘǳŜ ƛƳǇŀŎǘǎ ŀǘ ǘƘŜ ǘƛƳŜ 

ƻŦ ǘǊƛƎƎŜǊƛƴƎΣ ōŜŎŀǳǎŜ ƛǘ ƛǎ ōŀǎŜŘ ƻƴ ŀ ǘǊŀƴǎƛǘƛƻƴ ǘƻ ƭƻƴƎŜǊ-ǘŜǊƳ ŀǾŜǊŀƎŜ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎΤ  

¶ ƛǘ ƛǎ ōŀǎŜŘ ƻƴ ǊŜŀŘƛƭȅ ŀǾŀƛƭŀōƭŜ ƛƴŦƻǊƳŀǘƛƻƴΤ 

¶ L{5! ŀŘƻǇǘŜŘ ǘƘƛǎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜǎ ƛƴ ǘƘŜ L.hw 

CŀƭƭōŀŎƪǎ tǊƻǘƻŎƻƭ ŀƴŘ ǿƻǳƭŘ ǘƘŜǊŜŦƻǊŜ ŜƴǎǳǊŜ ǘƘŀǘ ƘŜŘƎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ŀǊŜ ŀƭƛƎƴŜŘΦ 

Potential disadvantages of the historical mean/median spread adjustment methodology: 
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¶ ƛǘ ƛǎ ǳƴƭƛƪŜƭȅ ǘƻ ōŜ ǇǊŜǎŜƴǘ-ǾŀƭǳŜ ƴŜǳǘǊŀƭ ƻƴ ǘƘŜ ŎŀƭƛōǊŀǘƛƻƴ ŘŀǘŜ ōŜŎŀǳǎŜ ǎǇƻǘ ǊŀǘŜǎ ŀǊŜ ǳƴƭƛƪŜƭȅ ǘƻ 

ōŜ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ŦƻǊǿŀǊŘ ǊŀǘŜǎ ŀƴŘ ōŜŎŀǳǎŜ ǘƘŜ ŀǾŜǊŀƎŜ ƘƛǎǘƻǊƛŎŀƭ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ Ƴŀȅ ƴƻǘ 

ƳŀǘŎƘ ƳŀǊƪŜǘ ŜȄǇŜŎǘŀǘƛƻƴǎ ŦƻǊ ŦǳǘǳǊŜ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ όƛƴŎƭǳŘƛƴƎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ŜȄǇŜŎǘŜŘ 

ŎƘŀƴƎŜǎ ƛƴ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅύΤ  

¶ ƛǘ ǊŜǉǳƛǊŜǎ ƭƻƴƎ ƘƛǎǘƻǊƛŜǎ ƻŦ 9¦wL.hw ŦƛȄƛƴƎǎ ŀƴŘ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ŦƛȄƛƴƎǎΦ 

 {Ǉƻǘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ  

The spread adjustment could be based on the spot spread between EURIBOR and the ϵ{¢w-based 

term structure on the day preceding the relevant announcement or publication triggering the 

EURIBOR fallback provisions. A variation would be to use the average of the daily spot spread 

between EURIBOR and the ϵ{¢w-based term structure over a specified number of days (e.g. five 

trading days, ten trading days or one month). This approach is similar to the historic mean/median 

approach, albeit for a very short time and without the transitional period. 

The spot-spread approach requires spot EURIBOR fixings for each relevant tenor and spot 

ϵ{¢w-based term structure fixings. 

The spot spread approach is not compatible with the compounded setting in arrears rate. 

Potential advantages of the spot spread adjustment methodology: 

¶ ƛǘ ƛǎ Ŝŀǎȅ ǘƻ ƛƳǇƭŜƳŜƴǘ ŀƴŘ ǳƴŘŜǊǎǘŀƴŘΤ 

¶ ƛǘ ǊŜǉǳƛǊŜǎ ƻƴƭȅ 9¦wL.hw ŦƛȄƛƴƎǎ ŀƴŘ ϵ{¢w-ōŀǎŜŘ ǘŜǊƳ ǎǘǊǳŎǘǳǊŜ ŦƛȄƛƴƎǎ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǘǊƛƎƎŜǊƛƴƎΦ 

Potential disadvantages of the spot spread adjustment methodology: 

¶ ƛǘ ƛǎ ǳƴƭƛƪŜƭȅ ǘƻ ōŜ ǇǊŜǎŜƴǘ-ǾŀƭǳŜ ƴŜǳǘǊŀƭ ƻƴ ǘƘŜ ŎŀƭƛōǊŀǘƛƻƴ ŘŀǘŜ ōŜŎŀǳǎŜ ƛǘ ƻƴƭȅ ǊŜŦƭŜŎǘǎ ǎǇǊŜŀŘǎ 

ǳƴŘŜǊ ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ŎŀƭƛōǊŀǘƛƻƴΣ ǿƘƛŎƘ ŎƻǳƭŘ ŘƛŦŦŜǊ ŦǊƻƳ ŀƴǘƛŎƛǇŀǘŜŘ ŦǳǘǳǊŜ 

ƳŀǊƪŜǘ ŎƻƴŘƛǘƛƻƴǎ όƛƴŎƭǳŘƛƴƎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ŜȄǇŜŎǘŜŘ ŎƘŀƴƎŜǎ ƛƴ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅύ ς ǘƘƛǎ Ƴŀȅ ōŜ ƻŦ 

ǇŀǊǘƛŎǳƭŀǊ ŎƻƴŎŜǊƴ ƛŦ ǘƘŜ 9¦wL.hw ŦŀƭƭōŀŎƪ ƳŜŀǎǳǊŜ ƛǎ ǘǊƛƎƎŜǊŜŘ ŘǳǊƛƴƎ ŀ ǘƛƳŜ ƻŦ ƳŀǊƪŜǘ ǎǘǊŜǎǎΦ 

 /ƻƴŎƭǳǎƛƻƴǎ ŦƻǊ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ 

ISDA, the ARRC92 and the working group on sterling risk-free reference rates93 have all held detailed 

consultations on the topic, and have all revealed that respondents have a clear preference for a 

five-year historical median spread adjustment methodology (with a one-year transition period 

specifically for US consumer products). While ISDA conducted its consultations on derivatives, the 

consultations of the ARRC and the working group on sterling risk-free reference rates also covered 

cash products. For cash products referencing EURIBOR, the historical mean/median spread 

adjustment methodology therefore has the advantage of being consistent with the spread 

 

92  {ŜŜ !ww/Ωǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴ ƻƴ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŦƻǊ ŎŀǎƘ ǇǊƻŘǳŎǘǎΣ !ǇǊƛƭ нлнлΦ 

93  {ŜŜ ǘƘŜ {ǳƳƳŀǊȅ ƻŦ ǊŜǎǇƻƴǎŜǎ ŦǊƻƳ ǘƘŜ ǿƻǊƪƛƴƎ ƎǊƻǳǇ ƻƴ ǎǘŜǊƭƛƴƎ Ǌƛǎƪ-ŦǊŜŜ ǊŜŦŜǊŜƴŎŜ ǊŀǘŜǎ ƻƴ ǘƘŜ Ŏƻƴǎǳƭǘŀǘƛƻƴ ǇŀǇŜǊ ƻƴ 

ŎǊŜŘƛǘ ŀŘƧǳǎǘƳŜƴǘ ǎǇǊŜŀŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŦƻǊ ŦŀƭƭōŀŎƪǎ ƛƴ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǊŜŦŜǊŜƴŎƛƴƎ D.t [ƛōƻǊΣ aŀǊŎƘ нлнлΦ 

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Methodology.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/summary-of-responses-on-consultation-credit-adjustment.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/summary-of-responses-on-consultation-credit-adjustment.pdf
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adjustment methodology that will be included in ISDA derivatives referencing EURIBOR and with USD 

and GBP-denominated cash products referencing LIBOR. This will facilitate hedging ease and 

alignment between jurisdictions and across asset classes, as discussed in Section 5.2. 

In addition, adding the historical mean/median spread adjustment ǘƻ ǘƘŜ ϵ{¢w-based term structure 

methodology would ensure value neutral transition to the extent possible, establishing a EURIBOR 

fallback that is economically equivalent.  

Finally, the historic mean/median spread adjustment methodology is easy to understand. Also, 

because this methodology has been widely adopted in other jurisdictions and across asset classes, 

the working group expects it to be broadly accepted by market participants. 

 vǳŜǎǘƛƻƴǎ ƻƴ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ 

Question 13: Please indicate whether you agree with the conclusion of the working group that the 

historical mean/median spread adjustment methodology should be the preferred approach for cash 

products. (Yes/No/No opinion) 

LŦ ƴƻǘΣ ǇƭŜŀǎŜ Ǌŀƴƪ ǘƘŜ ŀǇǇǊƻŀŎƘŜǎ ŘƛǎŎǳǎǎŜŘ ƛƴ {ŜŎǘƛƻƴ сΦн όŘȅƴŀƳƛŎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ 

ƳŜǘƘƻŘƻƭƻƎȅκŦƻǊǿŀǊŘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅκǎǇƻǘ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ). 

tƭŜŀǎŜ ŜȄǇƭŀƛƴ ǿƘȅ ȅƻǳ ǇǊŜŦŜǊ ƻƴŜ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ŀƴƻǘƘŜǊ ŀƴŘ ǿƘŀǘ ȅƻǳ ǘƘƛƴƪ ǘƘŜ Ƴŀƛƴ ŘǊŀǿōŀŎƪǎ 

ŀǊŜ ŦƻǊ ǘƘŜ ƭŜǎǎ ǇǊŜŦŜǊǊŜŘ ƳŜǘƘƻŘƻƭƻƎƛŜǎΦ 

Question 14: Do you believe that having the same spread adjustment methodology for 

EURIBOR-linked cash products and other IBOR-linked cash products (the ISDA five-year historical 

median recommended by the ARRC and by the working group on sterling risk-free reference rates) is: 

c) ŜǎǎŜƴǘƛŀƭΤ 

d) ƘƛƎƘƭȅ ŘŜǎƛǊŀōƭŜΤ 

e) ǳǎŜŦǳƭΤ 

f) ǳƴƛƳǇƻǊǘŀƴǘΦ 

Please give the reasons for your answer. 

Question 15: Some cash products may fall back on backward-looking term rates fixing in arrears, 

while others may fall back on a forward-looking term rate or a backward-looking term rate fixing in 

advance. 

¢ƘŜǊŜŦƻǊŜΣ Řƻ ȅƻǳ ŀƎǊŜŜ ǘƘŀǘ ǘƘŜ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ǾŀƭǳŜ ŦƻǊ ŜŀŎƘ ǘŜƴƻǊ ǎƘƻǳƭŘ ōŜ ǘƘŜ ǎŀƳŜΣ 

ƛǊǊŜǎǇŜŎǘƛǾŜ ƻŦ ǿƘŜǘƘŜǊ ǘƘŜ ǇǊƻŘǳŎǘǎ Ŧŀƭƭ ōŀŎƪ ƻƴ ŀ ŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ƻǊ ŀ ōŀŎƪǿŀǊŘ-ƭƻƻƪƛƴƎ ǊŀǘŜΚ ό¸Ŝǎκ 

bƻκbƻ ƻǇƛƴƛƻƴύ 

tƭŜŀǎŜ ŜƭŀōƻǊŀǘŜ ƻƴ ǘƘŜ ǊŜŀǎƻƴǎ ŦƻǊ ȅƻǳǊ ŀƴǎǿŜǊΦ 

Question 16: With regard to whether the ƘƛǎǘƻǊƛŎŀƭ ϵ{¢w ƳŀǊƪŜǘ Řŀǘŀ are sufficient to compute any 

adjustment spreadΣ Řƻ ȅƻǳ ŀƎǊŜŜ ǘƘŀǘΣ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜǊŜ ƳƛƎƘǘ ƴƻǘ ōŜ ǎǳŦŦƛŎƛŜƴǘ ϵ{¢w ƘƛǎǘƻǊƛŎŀƭ 
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ƳŀǊƪŜǘ ŘŀǘŀΣ Řŀǘŀ Ŏŀƴ ōŜ ƻōǘŀƛƴŜŘ ōȅ ǳǎƛƴƎ ƘƛǎǘƻǊƛŎŀƭ 9hbL! ƳŀǊƪŜǘ Řŀǘŀ ǿƛǘƘ ŀ ŦƛȄŜŘ ǎǇǊŜŀŘ ƻŦ уΦр 

ōǇǎ ōŜǘǿŜŜƴ ǘƘŜ ǘǿƻ ƛƴŘƛŎŜǎΣ ƎƛǾŜƴ ǘƘŀǘ 9hbL! Ƙŀǎ ōŜŜƴ ǊŜŎŀƭƛōǊŀǘŜŘ ǘƻ ϵ{¢w Ҍ уΦр ōǇǎΚ ό¸Ŝǎκbƻκbƻ 

ƻǇƛƴƛƻƴύ 

tƭŜŀǎŜ ƎƛǾŜ ǘƘŜ ǊŜŀǎƻƴǎ ŦƻǊ ȅƻǳǊ ŀƴǎǿŜǊΦ 

vǳŜǎǘƛƻƴ мтΥ 5ƻ ȅƻǳ ǘƘƛƴƪ ƛǘ ƛǎ ǳǎŜŦǳƭ ǘƘŀǘ ŦƻǊ ǎƻƳŜ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ŀ ƻƴŜ-ȅŜŀǊ ǇŜǊƛƻŘ ǿƻǳƭŘ ōŜ ŀǇǇƭƛŜŘ 

ŦƻǊ ǘǊŀƴǎƛǘƛƻƴ ǘƻ ǘƘŜ ƘƛǎǘƻǊƛŎ ƳŜŀƴκƳŜŘƛŀƴ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅΚ  

tƭŜŀǎŜ ƎƛǾŜ ǘƘŜ ǊŜŀǎƻƴǎ ŦƻǊ ȅƻǳǊ ŀƴǎǿŜǊΣ ŀƴŘ ŜȄǇƭŀƛƴ ŦƻǊ ǿƘƛŎƘ ŎŀǎƘ ǇǊƻŘǳŎǘǎ ǘƘŜ ŀōƻǾŜ ƳƛƎƘǘΣ ƻǊ 

ƳƛƎƘǘ ƴƻǘ ōŜΣ ǳǎŜŦǳƭΦ 
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7 /ŀƭŎǳƭŀǘƛƻƴ ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀƴŘ ŎƻƴǾŜƴǘƛƻƴǎ  

 /ƻƳǇƻǳƴŘŜŘ ŀǾŜǊŀƎŜ ǾŜǊǎǳǎ ǎƛƳǇƭŜ ŀǾŜǊŀƎŜ 

The working group recommends using the compounded average methodology, as described in the 

ǇǳōƭƛŎ Ŏƻƴǎǳƭǘŀǘƛƻƴ ƻƴ ǘƘŜ ǇǳōƭƛŎŀǘƛƻƴ ōȅ ǘƘŜ 9/. ƻŦ ŎƻƳǇƻǳƴŘŜŘ ǘŜǊƳ ǊŀǘŜǎ ǳǎƛƴƎ ǘƘŜ ϵ{¢w. 

The working group believes that any use of simple averaging rather than compound averaging would 

not be deemed appropriate as it would ignore the fundamental principle of time value of money. It 

would also be inconsistent with the standards used in euro money markets and the derivatives 

market. In addition, the basis between a simple average and compounded average would be wider in 

higher interest rate environments and for longer tenors. 

Although this is not envisaged for the euro area, market participants could use simple average 

rates94 in addition to ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎ should this address specific market needs. For 

example, some market participants may consider the calculation of a simple rate to be more 

straightforward than it is for a compounded rate (e.g. when there are changes in the outstanding 

principal during the same interest rate period) and that this simplicity outweighs the principle of the 

time value of money. However, it should be noted that these issues could be addressed by using a 

non-cumulative compounded rate95. 

 LƴŎƭǳŘƛƴƎ ǎǇǊŜŀŘ ŀŘƧǳǎǘƳŜƴǘ ƛƴ ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ 

CƻǊ ƴŜǿ ŎƻƴǘǊŀŎǘǎ ǊŜŦŜǊŜƴŎƛƴƎ ϵ{¢w ōŀŎƪǿŀǊŘ-looking term rates, the working group recommends 

using the compounded average methodology, as described in Section 7.1. However, for legacy and 

new contracts referencing EURIBOR, which will require a EURIBOR fallback measure based on a 

backward-looking term structure methodology as proposed in Chapter 5, the inclusion of a spread 

adjustment is recommended to ensure that the fallback measure is economically equivalent, and 

also to avoid value transfer. In addition, market participants could decide to calculate compounded 

ϵ{¢w rates that include a commercial margin alongside spread adjustments considering specific 

market needs. However, as the inclusion of a commercial margin is at the discretion of the individual 

market participant, the working group will not provide any recommendations in this regard.  

The ECB has no intention of providing either the spread adjustment or an all-in rate consisting of (i) 

cƻƳǇƻǳƴŘŜŘ ϵ{¢w rates and (ii) a spread adjustment. The working group is therefore seeking market 

feedback in this consultation as to whether there is any appetite for using the spread adjustment 

and/or an all-in rate to at least facilitate a EURIBOR fallback measure that consists of (i) compounded 

ϵ{¢w rates as proposed in Chapter 5, and (ii) a spread adjustment as proposed in Chapter 6. 

  

 

94  /ƻƳǇƭƛŀƴǘ ǿƛǘƘ ǘƘŜ Lh{/h ǇǊƛƴŎƛǇƭŜǎ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ōŜƴŎƘƳŀǊƪǎ ŀƴŘ !ǊǘƛŎƭŜ нуόнύ ƻŦ ǘƘŜ .awΦ 

95  {ŜŜ ǘƘŜ wŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ {hbL! ƭƻŀƴ ƳŀǊƪŜǘ ŎƻƴǾŜƴǘƛƻƴǎΣ {ŜǇǘŜƳōŜǊ нлнлΦ 

https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200724~6aab0ffe50.en.html
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-on-behalf-of-rfrwg-recommendations-for-sonia-loan-market-conventions.pdf?la=en&hash=074583D7080993CE84B6A381B554BEFD6594C076
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Question 18: Do you agree with the working groupΩǎ conclusion that it would be useful for market 

participants to have access to a publication of the spread adjustment and/or an all-in rate that 

consists of (i) cƻƳǇƻǳƴŘŜŘ ϵ{¢w rates with an observation shift as proposed in Chapter 5, and (ii) a 

spread adjustment as proposed in Chapter 6?  

Please elaborate.  

 CƭƻƻǊƛƴƎ 

The working group recommends using the compounded average methodology, as described in 

Section 7.1.1, without including ŀ ŦƭƻƻǊ όŜΦƎΦ ȊŜǊƻ ŦƭƻƻǊύ ƻƴ ǘƘŜ Řŀƛƭȅ ϵ{¢w ǾŀƭǳŜ but applying, instead, 

any floor only to the sum of the compounded term rate plus the spread adjustment. This approach 

seems to be the most efficient from an operational/IT perspective, given that market participants 

have now embedded potential floors to EURIBOR in their systems, so systems can continue to 

ǊŜŦŜǊŜƴŎŜ ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜ ŀƴŘ ŀǇǇƭȅ the same floor to it, should EURIBOR cease to exist. 

This methodology is aligned with the fallback formula used by ISDA on derivatives, where the floor is 

applied on the sum of the compounded term rate plus the spread adjustment and would, therefore, 

enhance ease of hedging. However, benchmark administrators other than the ECB or market 

participants could also decide to calculate compounded rates that include a ŦƭƻƻǊ ƻƴ ǘƘŜ Řŀƛƭȅ ϵ{¢w 

value, considering specific market needs. This has been recognised for the loan market by the 

sterling working group on risk-free reference rates in its recommendations for SONIA loan market 

conventions and the US ARRC in its SOFR ΨIn ArrearsΩ Conventions for Syndicated Loans. However, 

the working group believes that the use of such an alternative approach would be operationally 

complex and should, therefore, be left to the discretion of individual market participants, and for 

specific market segments as syndicated loans. 

Question 19: Do you agree with the working gǊƻǳǇΩǎ view that if a floor were included, it should be 

on the sum of the ϵ{¢w ŎƻƳǇƻǳƴŘŜŘ ǊŀǘŜ Ǉƭǳǎ the spread adjustment?  

Please elaborate. 

 

 /ƻƳǇƻǳƴŘƛƴƎ ǘƘŜ ǊŀǘŜ ǾŜǊǎǳǎ ŎƻƳǇƻǳƴŘƛƴƎ ǘƘŜ ōŀƭŀƴŎŜ 

Compounding the rate and compounding the balance are two ways of determining interest, 

depending on whether the principal outstanding is considered to be in the compounded rate 

calculation or not. 

In compounding the rate, interest is determined by applying ǘƘŜ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜ ǘƻ the 

principal outstanding. This method accurately compounds interest when the principal is unchanged 

within an interest period or, if the principal is paid out, when any accompanying interest is paid out 

at the same time. This is the method used ōȅ ǘƘŜ 9/. ŦƻǊ ƛǘǎ ǇǊƻǇƻǎŜŘ ŎƻƳǇƻǳƴŘŜŘ ϵ{¢w ǊŀǘŜǎ ŀƴŘ 

index. This formula is that applied by ISDA on derivatives where the outstanding notional is constant 

https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-on-behalf-of-rfrwg-recommendations-for-sonia-loan-market-conventions.pdf?la=en&hash=074583D7080993CE84B6A381B554BEFD6594C076
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-on-behalf-of-rfrwg-recommendations-for-sonia-loan-market-conventions.pdf?la=en&hash=074583D7080993CE84B6A381B554BEFD6594C076
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_SOFR_Synd_Loan_Conventions.pdf
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during the interest rate period, and can also be applied on a daily basis as part of a non-cumulative 

compounding calculation.96  

By contrast, in compounding the balance the overnight ϵ{¢w ǊŀǘŜ ƛǎ ƳǳƭǘƛǇƭƛŜŘ ōȅ the daily 

outstanding principal and unpaid accrued interest (collectively the daily balance). Compounding is 

only applicable on business days and solely in respect of the ϵ{¢w όƴƻǘ the margin). This approach 

accurately compounds interest when the loan is subject to intra-period principal fluctuations 

(whether through prepayments or the sale of the loan). 

Based on its simpler calculation methodology and its consistency with the derivative market the 

working group recommends the compounding the rate methodology. However, the working group 

believes the usage of compounding the balance to be appropriate for certain specific market 

segments. 

Question 20: Do you agree that, in general, compounding the rate is the best calculation 

methodology? 

Please provide your reasoning. 

 

 [ƻƻƪōŀŎƪ ǿƛǘƘ ƻǊ ǿƛǘƘƻǳǘ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ǎƘƛŦǘ 

In respect of the backward-looking lookback period term structure methodology97, there are 

generally two ways of applying a compounded rate in a contract. These differ in the way the daily 

ϵ{¢wǎ ŀǊŜ ǿŜƛƎƘǘŜŘ, depending on whether an observation shift is applied or not.  

¦ƴŘŜǊ ǘƘŜ άǎƘƛŦǘ ŀǇǇǊƻŀŎƘέ ǘƘŜ ǿŜƛƎƘǘƛƴƎ ƻŦ both the rate and the day (the latter is required in order 

to account for weekends and public holidays) is shifted to the earlier observation period. This is the 

approach used by ISDA for derivatives and in the ECBΩǎ index and compounded rates. 

¦ƴŘŜǊ ǘƘŜ άǿƛǘƘƻǳǘ ǎƘƛŦǘ ŀǇǇǊƻŀŎƘέ όŀƭǎƻ ƪƴƻǿƴ ŀǎ the άlagέ or άobservational lagέ) the relevant 

observation period lags the interest period by a fixed number of days (typically five business days), 

although the day weighting is not shifted. 

For instance, for a two-business day lookback period, the rate that would be used to calculate the 

interest owed today would be that of two days ago. So, if today is Friday, the input used for the 

ŎŀƭŎǳƭŀǘƛƻƴ ǿƻǳƭŘ ōŜ ²ŜŘƴŜǎŘŀȅΩǎ ǊŀǘŜΥ 

¶ ƛŦ ǳǎƛƴƎ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ƭŀƎΣ ǘƘŜ ǿŜƛƎƘǘƛƴƎ ŀǇǇƭƛŜŘ ǘƻ ²ŜŘƴŜǎŘŀȅΩǎ ǊŀǘŜ ǿƻǳƭŘΣ ǘƘŜƴΣ ōŜ CǊƛŘŀȅΩǎ 

ǿŜƛƎƘǘƛƴƎΣ ƛΦŜΦ ǘƘǊŜŜΣ ǎƛƴŎŜ CǊƛŘŀȅ ŎƻǾŜǊǎ ǘƘǊŜŜ ŎŀƭŜƴŘŀǊ Řŀȅǎ ǳƴǘƛƭ ǘƘŜ ƴŜȄǘ ōǳǎƛƴŜǎǎ ŘŀȅΣ ƛΦŜΦ 

aƻƴŘŀȅΦ 

 

96  {ŜŜ ǘƘŜ {hbL! [ƻŀƴ /ƻƴǾŜƴǘƛƻƴǎ ŀƴŘ !ww/ /ƻƴǾŜƴǘƛƻƴǎ ŦƻǊ /ƻƳǇƻǳƴŘŜŘ {hCw ƛƴ !ǊǊŜŀǊǎΦ 

97  ¢Ƙƛǎ ƛǎǎǳŜ ŘƻŜǎ ƴƻǘ ŀǇǇƭȅ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ǇŀȅƳŜƴǘ ŘŜƭŀȅΣ ƎƛǾŜƴ ǘƘŀǘ ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘ ŀƴŘ ǘƘŜ ƛƴǘŜǊŜǎǘ ǇŜǊƛƻŘ ŀǊŜ ǘƘŜ 

ǎŀƳŜΦ Lǘ ŘƻŜǎ ƴƻǘ ŀǇǇƭȅ ŜƛǘƘŜǊ ǘƻ ƭŀǎǘ ǊŜǎŜǘΣ ǿƘƛŎƘ ǎƘƛŦǘǎ ǘƘŜ ŜƴǘƛǊŜ ƻōǎŜǊǾŀǘƛƻƴ ǇŜǊƛƻŘΦ 
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¶ ƛŦ ǳǎƛƴƎ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ǎƘƛŦǘΣ ǘƘŜ ǿŜƛƎƘǘƛƴƎ ŀǇǇƭƛŜŘ ǘƻ ²ŜŘƴŜǎŘŀȅΩǎ ǊŀǘŜ ǿƻǳƭŘ ƻƴƭȅ ōŜ ƻƴŜΣ ŀǎ 

²ŜŘƴŜǎŘŀȅ ŎƻǾŜǊǎ Ƨǳǎǘ ƻƴŜ ŎŀƭŜƴŘŀǊ Řŀȅ ǳƴǘƛƭ ǘƘŜ ƴŜȄǘ ōǳǎƛƴŜǎǎ ŘŀȅΣ ƛΦŜΦ ¢ƘǳǊǎŘŀȅΦ 

!ǇǇƭȅƛƴƎ ǘƘŜ ǎƘƛŦǘ ŀǇǇǊƻŀŎƘ ǿƛǘƘ ŀ ǘǿƻ-ōǳǎƛƴŜǎǎ Řŀȅ ƭƻƻƪōŀŎƪ ǇŜǊƛƻŘ ǿƛƭƭ ƳŀǘŎƘ hL{ ŎƻƴǘǊŀŎǘǎΣ ǿƘƛƭŜ 

ǘƘŜ ƭŀƎ ŀǇǇǊƻŀŎƘ ǿƛƭƭ ǊŜǎǳƭǘ ƛƴ ǎƻƳŜ ōŀǎƛǎΦ 

bƻǘŜ ǘƘŀǘ ŦƻǊ ŀ ŦƛǾŜ-ōǳǎƛƴŜǎǎ Řŀȅ ƭƻƻƪōŀŎƪ ŎŀƭŎǳƭŀǘƛƻƴΣ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǿŜƛƎƘǘƛƴƎ ōŜǘǿŜŜƴ 

ƻōǎŜǊǾŀǘƛƻƴ ǎƘƛŦǘ ŀƴŘ ƻōǎŜǊǾŀǘƛƻƴ ƭŀƎ ƻƴƭȅ ƻŎŎǳǊ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ōŀƴƪ ƘƻƭƛŘŀȅǎΦ 

The example below shows the impact of the observation shift versus the impact of the observation 

lag in the calculation of compounded rates, assuming a five-day lookback period and considering the 

period from 15 April to 15 May, which includes public holidays and a weekend. 

 

The observation lag approach weights the rates on the basis of the interest period itself, regardless 

of how long those rates have been άliveέ. This means the Thursday 18-23 April input would reference 

the Thursday 11 April rate and would be given a weighting of five. This is to cover the Easter 

holidays, which included public holidays on 19 April and 22 April and a weekend in the interest 

period. 

The shift method weights the rates on the basis of the number of days they apply during the 

observation period. This means the 18-23 April input would still reference the April 11 rate, although 

it would be given a weighting of just one as this rate was only άliveέ for a single day. The 18 April 

rate, which prevails for the period 18ς23 April, would be given a weighting of five when it is 

referenced five days later, during the rate from the 29-30 April period. 

The shift methodology is seen as a more natural measure of interest over the period and would be 

consistent with the convention adopted for the publication of the indices across jurisdictions, 

including the euro area. Taking into account that the proposed ECB index measures the cumulative 

impact of compounding the ϵ{¢w ƻƴ ŀ ƎƛǾŜƴ ŘŀȅΣ ǘƘŜ ǿŜƛƎƘǘǎ ǘƘŀǘ ŀǊŜ ƎƛǾŜƴ ǘƻ ǘƘŜ ƛƴǇǳǘ ǊŀǘŜǎ 

correspond to the days where those rates were indeed applicable (i.e. άliveέ). 












