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Print from the website of the AMF

18 December 2019

Cri�cal benchmarks: the AMF encourages French users to
prepare for transi�on to new risk-free rates

Following the implementa�on of the Benchmark Regula�on (BMR) and the
recommenda�ons of the Financial Stability Board, some major interbank
market benchmarks are expected to disappear in the coming years. Users
must now prepare the various steps necessary for a gradual transi�on to
alterna�ve benchmarks.

The European Benchmark Regula�on (BMR), which came into force on 1 January 2018, aims
to implement the interna�onal principles established by the Interna�onal Organisa�on of
Securi�es Commissions (IOSCO) and creates a uniform legal framework for the provision of
benchmarks, the contribu�on to a benchmark and the use of a benchmark within the
European Union. This regula�on de�nes three categories of benchmarks according to their
importance: cri�cal, signi�cant or not signi�cant. At this stage, �ve interbank market
benchmarks have been designated cri�cal: EONIA, EURIBOR, LIBOR, STIBOR and WIBOR.

In the context of the implementa�on of the European regula�on and the IOSCO principles,
the administrators of EONIA, EURIBOR and LIBOR have been required to review and, where
necessary, modify these benchmarks’ methodologies in order to make them compliant with
BMR.

The discontinuation of some benchmarks

https://www.amf-france.org/en
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In a second step, in accordance with the recommenda�ons of the Financial Stability Board,
the administrators of these cri�cal benchmarks may however be required to cease
publishing them. For example, the European Money Markets Ins�tute (EMMI), the
administrator of EONIA and EURIBOR, announced that EONIA would cease to be published
as of 3 January 2022. Similarly, according to Andrew Bailey, the Chief Execu�ve O�cer of the
UK Financial Conduct Authority (FCA), the panel of LIBOR contribu�ng banks is likely to
dwindle or disappear a�er 2021 and stakeholders will have to be able to operate without
LIBOR from that date.

EURIBOR, whose methodology has recently been modi�ed, con�nues to be published under
the condi�ons provided for in BMR.

To compensate for the disappearance of these cri�cal benchmarks, which are currently
widely used, the authori�es suggest using alterna�ve risk-free rates (RFRs), which are
intended to become new standard benchmark indices.

At European level, the European Central Bank has developed the €STR rate, based on data
provided daily by banks in accordance with the Regula�on on money market sta�s�cs
(MMSR) on unsecured euro transac�ons in the overnight money market. This rate has been
available since October 2, 2019. Similarly, alterna�ve RFRs are in the process of being
iden��ed for each of the main LIBOR currencies.

Preparing for transition

Given the number and diversity of transac�ons referring to European cri�cal benchmarks
and the poten�al economic consequences of their discon�nua�on, it is essen�al that their
users prepare for a gradual transi�on to alterna�ve RFRs as soon as possible.

The AMF therefore invites all users of cri�cal benchmarks that are likely to be discon�nued
to start preparing the various stages of this transi�on by considering, for example, the
following ma�ers:

iden��ca�on of contracts impacted by transi�on;

amendment of the relevant contracts to refer to an alterna�ve RFR depending on the
applicable law, for example by amending the reference rate or by adding a fall-back
clause referring to the alterna�ve RFR that will apply in the event of the discon�nua�on
of the reference rate men�oned in the contract;

management of any transfer of value related to the change of benchmark;
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Find out about the work undertaken by the industry

In order to support this transi�on process, several work streams have been launched on the
ini�a�ve of public and private stakeholders. For example, a working group of private
stakeholders was set up on the ini�a�ve of the ECB, ESMA and the European Commission in
September 2017 (the Working Group on Euro Risk-Free Rates or WG RFR) to iden�fy RFRs
that could serve as alterna�ves for EONIA and EURIBOR. In par�cular, the RFR WG published
reports on the impact and legal aspects of the transi�on from EONIA to €STR and general
recommenda�ons on the introduc�on of fall-back clauses in contracts referring to EURIBOR.

On the basis of this work, EMMI rede�ned EONIA as €STR +8.5 basis points, which
corresponds to the historical average spread between EONIA and €STR as calculated by the
ECB. EMMI is expected to cease the publica�on of the EONIA index on 3 January 2022. By
that date, par�es to contracts that s�ll refer to EONIA must then have determined a
replacement benchmark for EONIA which, in the light of the ECB's publica�ons and the work
of the WG RFR, is expected to be the €STR +8.5 basis points.

Regarding the ini�a�ves led by industry associa�ons, it should also be noted that ISDA and
the Loan Market Associa�on (LMA) regularly publish work on the transi�on to alterna�ve
RFRs. Regarding accoun�ng ma�ers the Interna�onal Accoun�ng Standards Board (IASB) has
amended IAS 39 and IFRS 9 as part of the IBOR reform.

In France, in July 2018 the Haut Comité Juridique de Place (Legal High Advisory Commi�ee
for Financial Markets or HCJP) published a report on the legal aspects of changes of
benchmarks, which deals in par�cular with the contractual approach to changes of
benchmarks and the impact of the discon�nua�on or modi�ca�on of the benchmarks on
contracts. In this report, the HCJP points out that under French law, ar�cle 1167 of the Civil
Code states that "When the price or any other element of the contract must be determined
by reference to an index that does not exist or has ceased to exist or to be accessible, it
shall be replaced by the index that comes closest to it". On the basis of this ar�cle, the HCJP
report concludes that "the risk of the contract lapsing in the event of the discon�nua�on of
an index appears limited under French law, all the more so when a "successor" index is
designated by the author of the discon�nued index".

Lastly, at European level re�exion is under way in order to ensure that legacy contracts
transi�on towards an RFR will not a�ect the regulatory treatment of these contracts with
regard to ini�al margin and clearing requirements.

upda�ng informa�on systems to take into account alterna�ve RFRs; and

poten�al e�ects on hedge accoun�ng.
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In par�cular, the AMF wishes to stress that non-bank stakeholders and fund managers be
well-informed on this subject and hereby invites all stakeholders to draw inspira�on from
these ini�a�ves in order to best prepare for transi�on to alterna�ve RFRs.

 Subscribe to our alerts and RSS feeds

En savoir plus

AMF webpage on benchmark administrators

Link to the Working group on euro risk-free rates webpage

Link to the HCJP report of July 2018

Link to the IOSCO �nal report on « Principles for Financial Benchmarks »

Link to FSB’s benchmarks webpage

Link to IASB’s webpage
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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

NEWS

MARKET INFRASTRUCTURES

07 February 2022

Benchmarks: the AMF
will apply ESMA
Guidelines

  

REPORT / STUDY

BENCHMARK

11 June 2020

Opportuni�es and
risks in the �nancial
index markets

  

AMF NEWS RELEASE

MARKETS

19 April 2018

VIX index and
products: the AMF
publishes a study on
the strong vola�lity
observed on the
markets in early
February 2018

  

https://www.amf-france.org/en/news-publications/news
https://www.amf-france.org/en/recherche/resultat?form=global&key=Market%20infrastructures&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/news/benchmarks-amf-will-apply-esma-guidelines
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews%2Fbenchmarks-amf-will-apply-esma-guidelines&text=Benchmarks%3A%20the%20AMF%20will%20apply%20ESMA%20Guidelines
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews%2Fbenchmarks-amf-will-apply-esma-guidelines&title=Benchmarks%3A%20the%20AMF%20will%20apply%20ESMA%20Guidelines
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews%2Fbenchmarks-amf-will-apply-esma-guidelines
https://www.amf-france.org/en/news-publications/publications/reports-research-and-analysis
https://www.amf-france.org/en/recherche/resultat?form=global&key=Benchmark&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/publications/reports-research-and-analysis/opportunities-and-risks-financial-index-markets
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Freports-research-and-analysis%2Fopportunities-and-risks-financial-index-markets&text=Opportunities%20and%20risks%20in%20the%20financial%20index%20markets
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Freports-research-and-analysis%2Fopportunities-and-risks-financial-index-markets&title=Opportunities%20and%20risks%20in%20the%20financial%20index%20markets
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Freports-research-and-analysis%2Fopportunities-and-risks-financial-index-markets
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases
https://www.amf-france.org/en/recherche/resultat?form=global&key=Markets&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases/vix-index-and-products-amf-publishes-study-strong-volatility-observed-markets-early-february-2018
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Fvix-index-and-products-amf-publishes-study-strong-volatility-observed-markets-early-february-2018&text=VIX%20index%20and%20products%3A%20the%20AMF%20publishes%20a%20study%20on%20the%20strong%20volatility%20observed%20on%20the%20markets%20in%20early%20February%202018
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Fvix-index-and-products-amf-publishes-study-strong-volatility-observed-markets-early-february-2018&title=VIX%20index%20and%20products%3A%20the%20AMF%20publishes%20a%20study%20on%20the%20strong%20volatility%20observed%20on%20the%20markets%20in%20early%20February%202018
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Fvix-index-and-products-amf-publishes-study-strong-volatility-observed-markets-early-february-2018

