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Virtual Conference of the Working Group on Euro Risk-Free Rates

Tuesday, 13 December 2022 (10:00-11:00 CET)

Summary

1. Introductory remarks, approval of the agenda and obligations of the Working Group
members under competition law

Mr James von Moltke (Chair) opened the call. He welcomed all the members of the Working Group (WG) to
the fourth WG meeting of 2022 and reminded WG members of the agenda scheduled for the meeting:

1. Introductory remarks, approval of the agenda and obligations of the Working Group members under
competition law

2. Update by the USTR Task Force

3. Future deliverables of the Working Group
a. Fulfillment of the existing Work Programme (end date mid-2023)
b. Exchange of views on possible additional objectives beyond mid-2023

4. | SDA mar ket data presentation on the transition to
5. AOB

Mr von Moltke e x pressed his gratitude to the WG members part
providing input and suggestions related to the presentation by the Chair of the 0 S T Rask Force (agenda

item 2). He also thanked ESMA staff for preparing a set of slides regarding the progress on the WG Work

Programme (agenda item 3) and ISDA for providing an updated presentation on market data regarding the

transition to risk-free rates (agenda item 4).

Finally, Mr von Moltke reminded the members of the WG of their obligations under EU competition law, as
described in the guidelines on compliance with EU competition law published onthe ESMA6s Wwebsi t e

2. Update by the USTR Task Force

Mr von Moltke handed over to Mr Al ex Wil Boxe)touleteai r 6 s Of
WG members on the proposed schedule of wor k of the 0S0F®23Task Force

Firstly, Mr Wilson provided an overview of the market developments since the last meeting of the WG (that

was held on 15 September 2022). He also presented the t
Force. In relation to the adoption of EURIBOR fallbacks, members of the Task Force agree that derivative
andbondmarketsst andar ds f oEURBOR fRIbdacks areedtablished. At the same time, market
practice f orEURIBORRallbackssier ldan markets is not yet established, with existing loan

fallbacks (i.e. cost of funds and replacement of screen rate language) still being used andt he WGO& s
EURIBOR fallback recommendations not generally being adopted. Task Force members also agreed that it

is now too early to consider any potential recommendation or endorsement of a specificter m U0 STR as a

https://www.esma.europa.eu/sites/default/files/library/eu_competition law_quidelines for_the working group on_euro_risk-
free_rates.pdf
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fallback to EURIBOR, or for the market to establish a preferred term rate, and they note also that the use of
O0STR i n new b ubsndand kan markets cemans limited.

Mr Wilson then presented the possible deliver abl es of the 0STR Task Force for 2
Q1 the Task Force could work on the possibility to complement the May 2021 EURIBOR Fallback
recommendations? in the areas where adoption of EURIBOR fallback appears more challenging, for instance

in the loan markets. An option could be for the WG to provide further clarity or guidance to facilitate the

practical implementation of the recommendations and promote standardised market practice.

Furthermore, he added that in Q2 the Task Force could also work on a separate possible future deliverable
prepare a recommendation for the use of USTR or compou
Finally, Mr Wilson suggested that in the course of Q2 and Q3 the Task Force could assess whether there

are any pending problems and barriers for adoptionofte r m G STR r at e sfalllmacks dadcBrsi@0 R

possible remedial action.

Mr von Moltke thanked Mr Wilson for his presentation and opened the floor for comments. One member

raised some doubts abouttheneed f or t he 0STR T a sflrtheFrecormneendation favthe k on a
use of UOUSTR or compounded USTR for new business in cash
new cash products should be left to market forces since EURIBOR will continue to be available for use. Mr

Wi | son replied explaining t hat t he p coonsjger swvadther ias for
recommendation of that kind is feasible and appropriate and, if so, propose a draft to be submitted to the

members of the WG for approval or rejection. Mr Helmut Wacket (ECB) asked for more information in relation

to the proposal f or contplement $a axistifigaESRIBORd-alllsaek recaamendations

with a view to providing loan markets with further clarity, in particular with regard to the governance and

approval process (and possible need of a public consultation) in case there would be new recommendations

impacting the previous ones. Mr Wilson explained that the adoption of EURIBOR fallbacks in the loan

markets is low, as confirmed also by LMA, and for this reason, nowthatte r m USTR is available a
rate, the Task Force can prepare a more granular recommendation for this specific market segment. Such

proposed recommendation would be fully aligned with the existing one issued in May 2021, providing

however additional clarity and guidance to fosheer the
loan space. A non-voting member noted that any potential recommendation or endorsement of a specific

term USTR a®EWGRIBOR $hbuldadykake into consideration the competition issue.

No other comment followed, and Mr von Moltke asked WG members whetherthepl an f or t he USTR
Force could be considered as approved. In the absence of any refusal, the proposed schedul e of USTR
recommendations in 2023 was considered approved.

3. Future deliverables of the Working Group

Mr von Moltke handed over to Mr Michele Mazzoni (ESMA) to deliver the presentation on the future
deliverables of the WG. The presentation focused on the progress made by the WG vis-a-vis the WG Work
Programme for 2022 / 20233, which translated the mandate of the WG included in the amended WG ToR*
into practical deliverables.

Mr Mazzoni started the presentation introducing the priorities and the timeline included in the Work
Programme. He then focused on each priority, illustrating what the WG has already achieved in each area
and proposing some pending tasks to fulfil the Work Programme.

I n relation to the goal of fostering the use of USTR in
WG recommendationon t he availability of deripubishedineSeptembeduct s r «
2022, as well as a number of other publications and activities that the WG has carried out sincethe 0 ST R

First Initiative® of July 2021. In other to fulfil this section of the Work Programme, Mr Mazzoni recalled the

2https://www.ech.europa.eu/pub/pdf/other/ech.recommendationsEURIBORfallbacktriggereventsandESTR.202105~9e859b5aa7.

en.pdf
3 https://www.esma.europa.eu/sites/default/files/library/esma81-459-50 wg_on_euro_risk-free rates - work programme 2022-

23.pdf
4 hitps://www.esma.europa.eu/sites/default/files/library/eur _rfr wg_tor.pdf

5 hitps://www.esma.europa.eu/sites/default/files/library/esma81-459-69 eur rfr wg_-_eustr_recommendation.pdf
6 hitps://www.esma.europa.eu/sites/default/files/library/esma81-391-73 eur rfr_wg_statements_on_estr_first and_ccs.pdf
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proposalofthe USTR Task Force presented under ardghe podsiility t em 2 (
foraWG recommendation on the adoption of G0STR in cash pr

In relation to the assessment of the availability of EURIBOR fallback rates to be published by one or more

administrators, Mr Mazzoni recalled that in March 2022 the WG published a call for interest for potential
administrators of term 0STR and that two administrator s
USTR at t he Jun e’ BesaggestédGhatngeiegtforwargd, the WG should continue monitoring

the availabil ity .Aspd theaideatifiaatfon df impedimeatStd tRe adoption of EURIBOR

fallbacks, following the discussions that took place in previous meetings of the WG, to fulfil the Work

Programme Mr Mazzoni suggested to launch a final EURIBOR fallbacks survey among WG members to
gatherviewsonthepr ogr ess made si nce i nt toaddntifgremaming barfersto¢he m G STR
adoption of EURIBOR fallbacks as recommended by the WG.

In relation to the identification of potential issues related to the discontinuation of USD LIBOR in the EU, Mr
Mazzoni made reference to the first USD LIBOR survey, the results of which were presented at the
September 2022 WG meeting®. He proposed to finalise the work relative to this WG priority with a follow-up
USD LIBOR survey, to be launched after this WG meeting, to gather the latest data available in relation to
me mb e exposures towards USD LIBOR stemming from contracts governed by laws of an EU Member
State. The results of this exercise would also inform the European Commission on the need to use its power
of statutory replacement under the Benchmarks Regulation in relation to USD LIBOR.

Mr Mazzoni concluded the presentation mentioning that the WG has been active in relation to all the
deliverables included in the Work Programme, that different tools have been used to conduct the WG
activities (recommendations, letters, surveys, data analysis), and that the WG could be able to fulfil the Work
Programme in the first half of 2023 once the pending tasks are completed.

Mr von Moltke thanked Mr Mazzoni and opened the floor for questions. Mr Helmut Wacket (ECB)

emphasised the substantial progress that the WG has done in accomplishing its mission. He also supported

the proposals presented by Mr Mazzoni to finalise the tasks included in the WG Work Programme,

commenting that he believes that the WG will be able to deliver the pending actions by mid-2023 as

enshrined in its mandate. One member raised again his doubts about the need to publish a recommendation
focusing on the adoption of USTR in cash product s. The
WG should consider and that the final decision on the actual publication of such recommendation will be

made only in due course.

Since no other comment followed, Mr von Moltke mentioned that the WG agreed on the steps to take to
finalise the deliverables included in the WG Work Programme.

4. ISDA marketdatapr esentati on on the transition to RFR/ U

Mr von Moltke handed over to Mr Rick Sandilands (ISDA) to present the ISDA market data slides on the
transiti cand SORER (theSull presentation is included in Annex | to this document). Mr Sandilands

explained that ISDA has conducted the analysis of euro- and US dollar-denominated interest rate derivatives

by underlying reference rates to show the adoption of
2021 to September 2022.

MrSandil ands noted that the percent agdenornidatedimtesedtrateg act i v
derivatives traded notional: a) in the EU, increased to 44.1% in September 2022 compared to 8.4% in

September 2021; b) in the UK, increased to 45.0% from 0.6% over the same period; c) in the US, increased

to 41.6% from 1.9% over the same period. He confirmed that mostt r ansactions referenci ng
short-term: in Sept ember 20 2 2-linke8 hter@strate derivati®d tRaded notional in the EU,

90.6% in the UK and 81.9% in the US had a tenor up to and including one year.

Mr Sandilands also provided similar data in relation to the SOFR adoption: a) in the EU, the percentage of
trading activity in SOFR reached 66.3% of total US dollar-denominated interest rate derivatives traded

7 For the presentations of the two administrators, see Annex | of the minutes of the June 2022 WG meeting:
https://www.esma.europa.eu/sites/default/files/library/esma81-459-65 eur wg_rfr - 17 june meeting_minutes.pdf

8 See agenda item 2 of the minutes of the September 2022 WG meeting:
https://www.esma.europa.eu/sites/default/files/library/esma81-459-72 eur rfr wg_- 15 september 2022 meeting_minutes.pdf
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notional in September 2022 compared to 12.7% in September 2021; b) in the UK, it increased to 60.1% from
10.6% over the same period; c) in the US, it increased to 45.3% from to 10.5%.

Mr von Moltke thanked Mr Sandilands and opened the floor for questions. No question was raised by WG
members.

5. AOB.
No AOB was raised by WG members.

6. Closing remarks by the Chair

Mr von Moltke thanked everyone for their time and commitment to the work of the WG. He mentioned that
the Secretariat will inform WG members about the date of the next WG meeting. The Chair wished to all
participants a happy holiday season.
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Executive Summary

€5TR Adoption

+ Inthe EU. the percentage of trading activity in €5TER reached 44.1% of total enro-denominated
IRD traded notional in September 2022 compared to 8 4% in Seprember 2021

+ Inthe UK. €STE-linked traded notional increased to 45 0% from 0.6%0 over the same period.

+ Inthe US the percentage of mrading activity in €STR increased o 41.6% of total euro-
denominated IRD raded notional in Seprember 2022 compared to 1.9% in September 2021

+  Most ransactions referencing €5TR were short-rerm. In September 2022, 87 0% of €5TR-linked
IRD traded notional in the EU. 90620 in the UK and 81 9% in the US had a tenor up to and
including one year.

SOFR Adoption

* Inithe EU. the percentage of trading activity in SOFR reached 66.3% of total US dollar-
denominated IRD wraded notional in September 2022 compared to 12.7% in September 2021,

+ Inthe UK. SOFR-linked traded notional increased to 60.1% from 10.6% over the same period.

* Inithe US, the percentage of wrading activity in SOFR. increased to 45.3% oftotal US dollar-
denominated IRD wraded notional in September 2022 compared to 10.5% in September 2021

+  In September 2022, 45.8% of SOFR-linked IRD traded noticnal in the EU. 43.2% in the UK and
41.4% mn the US had a tenor up to and including one yvear.
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€STR Traded Notional as % of
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€STR, EONIA and EURIBOR Traded Notional as % of
EUR-denominated IRD Traded Notional by Region

EU UK us
€5TR EOMIA |EURIBOR| €5TR EOMIA |EURIBOR| €5TR EONIA |EURIBOR
Sep-21 B4%| 124%| 779% 0.6%| 17.6%) 75.8% 1.9%| 14.9%| 81.1%
Oct-21]  20.3% 6.0%| 72.1% 4.4%|) 11.9%| 75.0%| 145%| 12.6%| 70.7%
Mov-21|  27.4% 1.4%| 69.9% 9.7% 0.4%| B80.8%| 23.0% 0.0%| 75.6%
Dec-21] 34.5% 3.0%| 61.8% 9.6% 0.5%| 79.6%| 27.5% 0.0%| 67.9%
Jan-22] 18.7% 1.2%| 78.9%| 15.8% 0.5%| 76.8%| 12.3% 0.0%| 65.4%
Feb-22 21.3% 0.0%| 77.6%] 254% 0.0%) 67.3%) 37.2% 0.0% 61.2%
Mar-22]  23.2% 0.0%| 76.0%| 281% 0.0%| 65.9%| 359% 0.0%| 62.7%
Apr-22 24.0% 0.0%| 74.2%| 29.7% 0.0%| 64.2%| 38.5% 0.0%| 60.1%
May-22 19.5% 0.0%| 79.4%| 31.4% 0.0%| 62.1%| 37.4% 0.0%| 61.1%
Jun-22]  31.0% 0.0%| 67.6%| 39.8% 0.0%| 55.2%| 42.6% 0.0%| 55.7%
Jul-22]  43.0% 0.0%) 56.3%| 421.0% 0.0% 52.5%| 35.2% 0.0% 63.1%
Aug-22|  42.0% 0.0%| 56.1%| 39.9% 0.0%| 54.2%| 352% 0.0%| 63.3%
Sep-22]  44.1% 0.0%| 549%| 450% 0.0% 49.9%| 41.6% 0.0% 57.1%
Source; DTCC SOR, Eurogean APAs ad TV
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Euro-denominated IRD Traded Notional Reported in the EU
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Euro-denominated IRD Traded Notional Reported in the UK
(USS trillions)
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Euro-denominated IRD Traded Notional Reported in the US
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€STR Traded Notional Reported in the EU by Tenors
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Percentage of €STR Traded Notional Reported in the EU
by Tenors

€5TR
Tenor £1 Year 1 Year < Tenar | Tenor > 5
1week | 1Month |2 hi* | 3 hs | & h 1 Year Other £ 5 Years Years

Sep-21] 0.0%| 15.4% a.5%| 3a.7% 4.0% 6.6%| 14.9% 12.3% 7.5%)
Oct-21/ 0.0% 5.1% 4.1%|  46.6% 8.2%|  10.2% 2.9%) 11.9% 5.1%
Now-21] 0.9% 7.4% 4.8%|  39.9% 6.1%, 6.3%|  17.8%) 10.8% 6.0%)
Dec-21 0.9%| 12.6% 8.3%| 15.7% 5.2% 3.0%|  16.4% 124%|  21.5%
Jan-22 0.0%| 10.6% 103%] 17.8% 3.6% 7.8%|  20.6% 20.2% 9.1%,
Feb-22 0.0% 6.2%|  22.9%|  14.7% 6.7%|  11.1%|  17.3% 12.9% 8.1%)
Mar-22) 0.0% 5.1%  26.7%| 14.8% 6.9% 6.7% 11.8% 19.7% 8.2%
Apr-22 0.0% 4.3%| 25.5%| 27.6% 5.0% 4.9%| 13.1% 13.2% 5.3%,
May-22] 0.0% 5.4%  24.7%  30.7% 4,2% 6.2%|  10.8%) 10.2% 7.9%)
Jun-22 0.0% 5.9% 33.1% 25.8% 6.6% 7.9%| 9.3% 7.0% 4.5%
Jul-22 0.0% 6.6% 56.7%| 16.3% 3.6% 2.8% 6.7%, 4.8% 2.5%)

Aug-22 0.0% 5.6%|  36.8%|  27.3% 2.9% 2.3%) 9.7%, 10.1% 5.3%)
Sep-22 0.1% 3.8%|  43.1%|  25.5% 3.2% 3.8% 7.4%, 3.5% 3.5%

Sonrce: Europeim APAR = TV
*2 ot tencd aleo fnebedes § weeks and 7 wesls tenors

Tenor is calculatsd based an [S[N Term of contract data
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€STR Traded Notional Reported in the UK by Tenors

€5TR Traded Motional (LSS billions)
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Percentage of €STR Traded Notional Reported in the UK

by Tenors

ESTR
Tenor <1 Vear 1 Year < Tenor | Tenor > 5

1week | 1Month hs* | 3 Months | 6 Month 1 Year Other £ 5 Years Years

Sep-21) 0.0% 4.2% 0.0% 40.8% 0.9% 14.5% 15.1% 12.4% 12.0%
Q-2 0.0% 1.6% 0.7% 33.6% 5.2% 9.8% 2.2% 34.3% 12.6%
Nov-21 0.1% 1.1% 7.1% 31.6% 0.5% 4.4% 19.2% 27.8% B.2%|
Dec-21 0.0% 3.1%| 3.1% 20.8% 2.1% 5.8% 16.4% 27.2% 21.6%
Jan-22] 0.0% 1.8% 31.1% 20.7% 2.6% 5.5% 5.2% 22.0% 10.2%
Feb-22] 0.0% 0. 7% 57.3% 10.8% 1.2% 2.3% 8.9% 13.0% 5.8%|
har-22] 0.0% 2.1% 50.9% 15.0% 1.8% 2.2% 12.5% 9.7% 5.7%|
Apr-22] 0.0% 1.9% 654,1% 11.6% 0.1% 3.2% 7.3% 8.0% 3.7%)|
May-22] 0.0% 1.6% 63.0% 16.1% 0.7% 1.1% 7.1% 7.4% 3.1%)|
Jun-22| 0.0% 2.1% T6.0% 9.2%| 0.3% 1.4% 3.4% 5.3% 2.3%)|
Jul-22 0.0% 1.3% 73.5% 15.4% 0.5% 0.9%| 1.7% 4.4% 2.3%)|
Aug-22] 0.0% 1.1%| 654.4% 16.2% 0.3% 1.5% 4.7% 7.8% 4.1%)|
Sep-22] 0.0%, 1.1%) 72.4% 11.0% 1.4% 1.7% 3.0% 6.1% 3,3%)

Source: Buropean APAs and TVs
*2 meantis fence alsa inclodes § weeks and 7 weeks bepars
Tener is caleulated besed on IS term of contract daia
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€STR Traded Notional Reported in the US by Tenors
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Percentage of €STR Traded Notional Reported in the US
by Tenors

ESTR
Tenor £1 Year 1 Year < Tenor | Tenor > 5
1Month |2Months* | 3 Months | 6 Months | 1 Year Other £ 5 Years Years
Sep-21 9.3% 1.5% 24.6% 3.3% 39.3% 2.2% 14.2% 5.6%
Oct-21 0.7% 11.6% 17.1% 1.3% 19.4% 17.0% 25.6% 7.3%
Now-21 1.5% 12.8% 18.9% 1.7% 12.2% 24.2% 21.8% 7.0%
Dec-21 5.4% 10.8% 24.5% 1.6% 7.1% 18.3% 22.0% 10.2%
Jan-22 0.8% 27.9% 9.3% 1.0% 7.6% 21.8% 21.6% 9.9%
Febh-22 0.3% 41.8% 11.5% 1.0% 6.4% 21.1% 12.8% 5.1%
Mar-22 0.6% 43.9% 14.7% 0.6% 5.1% 17.7% 12.6% 4.9%
Apr-22 0.9% 58.3% 10.0% 0.9% 2.8% 13.8% 9.4% 4.0%
May-22 1.1% 48.1% 16.0% 0.3% 2.7% 16.3% 10.1% 5.3%
Jun-22 1.9% 54.9% 12.5% 0.9% 4.6% 8.5% 12.5% 4.2%
Jul-22 1.8% 55.9% 13.1% 0.3% 4.8% 7.6% 11.0% 5.6%
Aug-22 0.8% 56.9% 16.2% 1.1% 2.6% 7.8% 9.9% 4.6%
Sep-22 1.9% 53.8% 12.1% 0.9% 2.6% 10.8% 13.3% 4,8%

Source: DTCC SDR.

*2 momihs beswor alao imcludes 6 wesks s 7 weeks tenors

Tener i6 calculated g3 the difference betwess the effective date and the maberity date
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SOFR Traded Notional as % of
USD-denominated IRD Traded Notional by Region
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Souree: DTCC SDF, European APAS s TV

el e =5

ISDA

SOFR and USD LIBOR Traded Notional as % of
USD-denominated IRD Traded Notional by Region

I TS s

SOFR  |USD LIBOR| SOFR |usD LIBOR| SOFR |USD LIBOR

Sep-21 12.7% 79.0% 10.6% 59.6% 10.5% 73.0%
Oct-21 16.9% 71.8% 16.4% 43.1% 13.3% 63.6%
Nov-21 19.2% 68.0% 17.7% 34.8% 16.5% 57.8%
Dec-21 24.5% 63.5% 16.6% 44.5% 22.4% 52.2%
Jan-22 44.8% 43.6% 20.2% 16.5% 21.1% 50.5%
Feb-22 23.7% 70.6% 18.4% 25.9% 28.8% 45.1%
Mar-22 30.0% 64.7% 19.9% 21.7% 35.4% 39.0%
Apr-22 32.9% 60.7% 38.0% 19.3% 40.1% 40.7%
May-22 24.1% 70.3% 28.1% 27.3% 39.0% 41.4%
Jun-22 42.0% 44.9% 32.6% 16.2% 41.2% 35.5%
Jul-22 45.4% 42.7% 41.2% 24.4% 40.5% 38.1%
Aug-22 60.1% 18.1% 53.5% 15.3% 43.9% 37.6%
Sep-22 66.3% 16.9% 60.1% 10.2% 45.3% 25.8%

Source: DTCC SDR. Exropean APAs and TVs
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USD-denominated IRD Traded Notional Reported in the EU
(USS billions)
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Source: Baropean APAs and TVs
=Other includes other mderlying reference rates. SOFR/USD LIBOR. and $0FR/Fad Funds swaps are incloded mnder SOFR.
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SOFR Traded Notional Reported in the EU by Tenors
(USS billions)
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USD-denominated IRD Traded Notional Reported in the UK

(USS$ trillions)
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