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EMIR: entry into force of collateral requirements for non-
centrally cleared deriva�ves on 4 February 2017

To mi�gate the impact of a default by a market par�cipant, the European
Market Infrastructure Regula�on (EMIR) requires that trading in deriva�ves
be subject to central clearing or a bilateral exchange of collateral. Following
the central clearing obliga�on, the margin exchange obliga�on is now taking
e�ect.

On 15 December 2016, the O�cial Journal of the EU published the delegated regula�on that
de�nes and implements an obliga�on to exchange collateral for non-centrally cleared
deriva�ves under the European Market Infrastructure Regula�on (EMIR) on deriva�ves,
central counterpar�es and trade repositories. To protect counterpar�es to a non-centrally
cleared OTC deriva�ve contract against the poten�al risk of default by the other
counterparty, the regula�on s�pulates that the par�es must make a bilateral exchange of
ini�al and varia�on margins, and must specify both the methods used to calculate them,
and the eligibility and diversi�ca�on requirements that the collateral must meet.

Following the central clearing obliga�on, which took e�ect in 2016 for certain
counterpar�es and whose scope will be gradually expanded through 2019, the obliga�on to
exchange collateral for non-centrally cleared deriva�ves is the �nal stage of EMIR’s
implementa�on, which will be in full force from 2017.

https://www.amf-france.org/en
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Exchanging collateral

Each counterparty to an OTC deriva�ve contract that is not centrally cleared faces the risk that the other counterparty will default before the �nal payment
related to the transac�on is made. Two types of collateral, in the form of an asset exchange, are necessary to properly manage this risk: 
 
- the ini�al margin, which protects the counterpar�es against poten�al losses arising from future changes in the mark-to-market value of the contract
during the �me it takes to close out or replace the posi�on in the event that the counterparty default; 
- the varia�on margin, which protects counterpar�es against exposures related to the current market value of their OTC deriva�ve contracts.

The collateral exchange requirements apply to �nancial en��es dealing in deriva�ves and to
non-�nancial �rms whose deriva�ves posi�ons exceed the clearing threshold. They apply to
all OTC deriva�ve contracts that are not centrally cleared.

They will progressively take e�ect star�ng in February 2017 according to the following
schedule:

Types of counterparty Ini�al margins Varia�on margins

Counterpar�es belonging to a group whose posi�ons exceed €3,000bn* 4 February 2017 4 February 2017

Counterpar�es belonging to a group whose posi�ons exceed €2,250bn* 1 September 2017

1 March 2017

Counterpar�es belonging to a group whose posi�ons exceed €1,500bn* 1 September 2018

Counterpar�es belonging to a group whose posi�ons exceed €750bn* 1 September 2019

Counterpar�es belonging to a group whose posi�ons exceed €8bn* 1 September 2020

Counterpar�es belonging to a group whose posi�ons do not exceed €8bn* Not applicable

* The posi�ons to be compared with the thresholds correspond to the average of the gross
no�onal amounts recorded on the last business day of March, April and May 2016 for all
non-centrally cleared OTC deriva�ve contracts, for all en��es of the group. For funds, the
calcula�on shall be made at the level of each fund.

The obliga�on to exchange collateral in respect of single-stock equity op�ons and index
op�ons will be phased in three years a�er the delegated regula�on takes e�ect. Foreign
exchange deriva�ves are also subject to speci�c treatment, with certain contracts exempt
from the ini�al margin requirement and a phased-in enforcement of varia�on margin
requirements.
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
Communica�on Directorate – Autorité des marches �nanciers 17 place de la Bourse – 75082 Paris
cedex 02

Intragroup transac�ons are exempt from collateral requirements under certain condi�ons.
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Commission Delegated Regula�on (EU) 2016/2251 of 4 October 2016 on risk-
mi�ga�on techniques for OTC deriva�ve contracts not cleared by a central
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