
  

  

  

  
    

   
    

  
    

  
    

  

  
    

  
    

  
    

   
    

  
    

High level implementat ion plan 

Jaap Kes, 18 October 2018 



  
    

   
    

  
    

  
    

  

  
    

  
    

  
    

   
    

  
    

    
   

• The Working Group on euro risk-free  ra tes is now actively working on (1) the  replacem ent of EONIA with ESTER and (2) the  

crea tion of an ESTER-based term  structure  tha t can be  used a s an a lterna tive  benchm ark to EURIBOR. 

 

• The BMR tim elines and the  end of the  transit ion period by the  1st of Janua ry 2020, clea rly is a  cha llenge: 

• A lega l and opera tiona l transit ion from  EONIA to ESTER is quite  com plex to achieve and va rious steps need to be  taken. It  is 

currently highly uncerta in if a ll these  required steps can be  taken in t im e by a ll m arket pa rticipants to ensure  a  sm ooth and 

tim ely transit ion before  2020. 

• The crea tion of an ESTER-based term  structure  tha t can be  used a s an a lterna tive benchm ark to EURIBOR cannot be  

com pleted before  the  2020 deadline . In order to crea te  this term  structure  a  liquid deriva tive m arket based on ESTER is 

required. The m arket in ESTER based deriva tives can only sta rt  a fter this new benchm ark is published on a  da ily basis by its 

adm inistra tor the  ECB. The planned da ily publica tion of ESTER a t the  la test  in October 2019 offers too lit t le  t im e for a  liquid 

deriva tive m arket to be  established before  the  2020 deadline .  

 

• The above sta ted cha llenges in com bina tion with the  potentia l instability in financia l m arkets if m arket pa rticipants would not be  

prepa red in t im e have led to the  form ula ted ca ll to the  legisla tors a s presented on the  following page.    

Management  summary 
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Based on the high-level im plem enta tion plan for the euro risk-free ra te , the working group on euro risk-free ra tes 
requests the following legisla tive adjustm ents: 
 
1. An extension of the t ransit ion period for index providers of  a crit ical benchmark and the crit ical benchmark 

it self  of  2 years unt il January 1, 2022: 
• To anticipa te  a  potentia l delay in the im plem enta tion of the EONIA transit ion towards the new euro risk-free 

ra te  ESTER; 
• to ensure sufficient t im e is reserved to crea te  a  well-functioning a lterna tive benchm ark to EURIBOR and; 
• to a lign BMR deadline with interna tiona l init ia t ives.  

 
2. The working group requests the EC to designate ESTER and the ESTER-based term st ructure as crit ical 

benchmarks thereby ensuring the market  will understand these to be the successor rate(s) to non-BMR 
compliant  benchmark(s).  

 
It  m ust be noted tha t  despite  the cha llenging t im elines, the Working Group continues to strive to achieve the 
transit ion from  EONIA to the new euro risk-free ra te  before the 1st  of Janua ry 2020. 
 

Call on the co-legislators 
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