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The Euro Overnight Index Average (EONIA) will no longer be published
after 3 January 2022. As a result firms must prepare for its cessation as

soon as possible.

What is EONIA?

EONIA is the effective overnight reference rate for
the euro. It is computed as a weighted average of all
panel banks’ overnight unsecured lending
transactions in the interbank market, undertaken in
the European Union and European Free Trade
Association (EFTA) countries.

Its administrator is the European Money Markets
Institute (EMMI) and the European Central Bank (ECB)
is the calculation agent. EONIA is primarily used in
the professional market for valuation purposes and
for calculation of margin and collateral obligations.

Why is EONIA being discontinued?

EONIA in its current form will not become EU
Benchmark Regulation (BMR) compliant, given the
lack of underlying transactions and high
concentration of volumes by only a few contributors.

Therefore, EONIA usage should be restricted and its
administrator EMMI announced that it will stop
publishing it on 3 January 2022.

Consequently, the Working Group on Euro Risk-free
Rates recommended €STR for its replacement after
a public consultation.

What is €STR?

€STR is a rate which reflects the wholesale euro
unsecured overnight borrowing costs of euro area
banks. €STR is exclusively based on borrowing
transactions in euro conducted with financial
counterparties and reported to the ECB. It is
calculated using overnight unsecured fixed rate
deposit transactions over € 1 million.

How has EONIA’s methodology
changed?

Since 1st October 2019, EONIA has been calculated
with a reformed methodology tracking €STR.

€STR reflects the wholesale euro unsecured
overnight borrowing costs of euro area banks. Prior
to 1st October 2019, EONIA was computed as a
weighted average of overnight unsecured lending
transactions in the EU and EFTA interbank market.

Under the reformed methodology, EONIA is
calculated as €STR plus a spread of 8.5 basis points.

The spread was calculated by the ECB on 31 May
2019 and reflects the historical difference (or basis)
between the two benchmarks.

What happens to my existing EONIA
contracts?

As the current EONIA rate is pegged to its
replacement €STR plus a spread of 8.5 basis points
there should be no economic impacts (or ‘value
transfer’) when contracts move from EONIA to €STR
plus the published spread. When contracts move
from EONIA to €STR but with a different spread, an
agreed amount of compensation may be payable by
one party to the other in order to minimise material
value transfer.

Where existing contracts reference EONIA without
adequate fallback provisions these should be
amended to either include updated fallbacks or
actively converted directly to €STR plus an agreed
spread or compensation amount ahead of the
cessation date on 3 January 2022. Doing so will avoid
contractual uncertainty and market disruption which
could occur if fallbacks are inadequate.

In the derivatives market, the ISDA 2020 IBOR
Protocol does not include a fallback mechanism for
EONIA to €STR, however ISDA has produced a
template form of amendment which enables parties
to amend one or more existing confirmations,
existing credit support documents or existing master
agreements to update references to EONIA.

Additionally, in February 2020 (as superseded by a
later version in August 2020) ISDA published
standardised definitions for use in collateral
documentation and in October 2019 published
supplements to the 2006 ISDA Definitions to update
a number of floating rate options referencing EONIA
and to introduce a new €STR floating rate option.

In the listed derivatives market, exchanges (such as
Eurex) have published plans to actively convert
existing EONIA futures and options contracts to
€STR before the cessation date.

Eurex has advised it will convert all existing EONIA
contracts to €5TR-flat on 16 October 2021 with
compensation paid on an individual trade level for
any value transfer impacts.
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The transition from EONIA to €STR timeline

Fs E
7\ £\ o 7\
C U \ A\ \ O_O'
EONIA to €STR Sep 302019 Oct 22019 €STR Disc/PAl switch window g &  Jan32022
Key Milestones l&:l;ﬂﬂﬂm First publication date March 31 2020 to June 30 2020 8 § EPATA
EONIA €STR and EONIA Recommended ing switch a L3 publishing
Mmm' based on the changed date period for CCP's 5 g discontinues
i
‘ %
m EONIA (T) ) EONIA RECALIBRATED = €STR + 8,5bp (T+1) ]
o,
EONIA to €STR EONIA methedology | €ST8] '
Transition phases — Sy Phase 2: From EONIA recalibrated to €STR transition !
" the €STR + 8.5bps in light of ~ Transition from EONIA (being €STR + B.5bps) to the €STR between 2 October 2019 and 3 January |
the planned change in EONIA- 2022, when EONIA'S will be di I
calculation methodology
N o

External resources

e Working Group on Euro Risk-free Rates as overseen by the European Securities and Markets Authority (ESMA)
e [nformation about EONIA including historical rates as published by EMMI

e Information about €STR including historical rates as published by the ECB

e Considerations for the transition from EONIA to €STR as published by the ECB

¢ Information on the transition of existing EONIA listed derivatives as published by Eurex

e Bilateral template EONIA amendment agreement as published by ISDA
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https://www.esma.europa.eu/policy-activities/benchmarks/working-group-euro-risk-free-rates
https://www.emmi-benchmarks.eu/euribor-eonia-org/about-eonia.html
https://www.ecb.europa.eu/stats/financial_markets_and_interest_rates/euro_short-term_rate/html/index.en.html
https://www.ecb.europa.eu/paym/interest_rate_benchmarks/WG_euro_risk-free_rates/shared/pdf/20191016/2019-10-16_WG_on_euro_RFR_meeting_Checklist.pdf
https://www.eurex.com/ec-en/find/circulars/Eurex-Clearing-Readiness-Newsflash-Simulation-preparation-and-test-of-switch-from-EONIA-to-STR-for-transactions-referencing-the-EONIA-benchmark-2707650
https://www.isda.org/a/MG7TE/EONIA-Amendment-Agreement-Publication-Version.docx
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Important notice

The name “Macquarie” refers to Macquarie Group Limited and its worldwide affiliates and subsidiaries (the Macquarie Group). This information is provided on a confidential basis
and may not be reproduced, distributed or transmitted in whole or in part without the prior written consent of Macquarie.

It has been prepared by Macquarie Sales and Trading personnel and is not a product of the Macquarie Research Department. Any views or opinions expressed are the views of the
author and the Macquarie Sales and/or Trading desk from which it originates (‘the Authors’) and may differ from those of the Macquarie Research Department. Macquarie Trading
desks are not subject to any prohibitions on trading prior to the dissemination of this information. The views are not independent or objective of the interests of the Authors and
other Macquarie Sales and/or Trading desks that trade as principal in the financial instruments mentioned within and who may be compensated in part based on trading activity.
The views do not include and are not intended as trading ideas or recommendations specifically tailored for the needs of any particular client.

This communication is provided for information purposes only, is subject to change without notice and is not binding. Any prices or quotations in the information provided are
indicative only, are subject to change without notice and may not be used or relied on for any purpose, including valuation purposes. This communication is not a solicitation to buy
or sell any product, or to engage in, or refrain from engaging in, any transaction, except to the extent covered by the CFTC Rules (see Important Derivatives Disclosure). Nor does it
constitute investment research, a research report or a personal or other recommendation. Nothing in the information provided should be construed as legal, financial, accounting,
tax or other advice.

Important Derivatives Disclosure: This material constitutes a solicitation for entering into a derivatives transaction only for the purposes of, and to the extent it would otherwise be
subject to, U.S Commodity Futures Trading Commission Regulations §§ 1.71 and 23.605 promulgated under the U.S. Commodity Exchange Act (the “CFTC Rules”). Futures options
and derivatives products are not suitable for all investors and trading in these instruments involves substantial risk of loss.

Macquarie is a global provider of banking, financial advisory, investment and funds management services. As such, Macquarie may act in various roles including as provider of
corporate finance, underwriter or dealer, holder of principal positions, broker, lender or adviser and may receive fees, brokerage or commissions for acting in those capacities. In
addition, Macquarie and associated personnel may at any time buy, sell or hold interests in financial instruments referred to in this information either on behalf of clients or as
principal. Therefore, this information should not be relied upon as either independent or objective from the interests of Macquarie and associated personnel which may conflict
with your interests.

To the extent permitted by law, Macquarie accepts no responsibility or liability (in negligence or otherwise) for loss or damage resulting from the use of or relating to any error in
the information provided. This information has been prepared in good faith and is based on information obtained from sources believed to be reliable, however, Macquarie is not
responsible for information stated to be obtained from third party sources. Any modelling, scenario analysis, past or simulated past performance (including back-testing) contained
in this information is no indication as to future performance.

The financial products and/or services referred to in this information may not be eligible for sale in all jurisdictions. This information is directed at institutional clients who have
professional experience as defined by applicable law and/or regulation in the relevant jurisdiction. It is not for retail clients and it is not for distribution into any jurisdiction where
this information is not permitted. For important country-specific disclosures regarding information from Macquarie Sales and Trading, please click on the region relevant to you at:
www.macquarie.com/salesandtradingdisclaimer

Other than Macquarie Bank Limited ABN 46 008 583 542 (“MBL"), any Macquarie entity referred to on this page is not an authorised deposit-taking institution for the purposes of
the Banking Act 1959 (Commonwealth of Australia). That entity’s obligations do not represent deposits or other liabilities of MBL. MBL does not guarantee or otherwise provide
assurance in respect of the obligations of that entity, unless noted otherwise.

© Macquarie Group 2021
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