
 

01	September	2016	

To,		
	
European	Money	Markets	Institute	(EMMI)		
Avenue	des	Arts	56	
1000	Brussels	
Belgium	
	
Reg:	EONIA	Stakeholder	Consultation	
	
Introduction	
Associates	 in	Capital	Markets	Ltd.	 (ACAPM)	 is	a	London	based	specialist	
advisory	 firm,	 with	 focus	 on	 Financial	 Benchmarks,	 Capital	 Markets	
Regulations	and	Enterprise	Risk	Management.		ACAPM	collaborates	with	
financial	 institutions	 in	 the	 areas	 of	 Financial	 Benchmarks	 (LIBOR,	
EURIBOR,	 SONIA,	 EU	 Benchmark	 Regulations	 etc.)	 providing	 sustained	
value	 from	 strategy	 to	 implementation	 across	 the	 spectrum	 of	
Contribution,	Consumption	and	Compliance.	
	
ACAPM	 welcomes	 the	 opportunity	 to	 provide	 feedback	 on	 the	
Consultative	Paper	on	Enhancements	to	the	EONIA	Benchmark,	dated	08th	
August,	2016.		

ACAPM	recognizes	 the	goals	and	objectives	of	EMMI	 (European	Money	
Markets	Institute)	to	develop	a	consistent	measure	with	regard	to	EONIA	
administration,	 governance,	 design	 and	 control	 methodology,	 while	
keeping	in	mind	the	directions	of	FSB	and	in	accordance	with	the	IOSCO	
principles	of	Financial	Benchmarks	and	European	Benchmark	Regulation.	
In	principle,	we	support	all	the	efforts	of	EMMI.	We	are	of	the	view	that	in	
the	light	of	recent	developments	globally	in	identifying	risk-free	or	nearly	
risk-free	 reference	 rates,	 EMMI’s	 efforts	 to	 further	 strengthen	 the	 key	
reference	rate	is	of	vital	 importance.	We	also	appreciate	that	EMMI	has	
undertaken	 to	 redefine	 the	 benchmark	 to	 better	 represent	 the	 current	
market	scenario	with	the	segregation	of	intent	and	process.	

Below	is	the	detailed	feedback	from	ACAPM.		

Regards,	

Cornelius	Nandyal	

Partner,	Associates	in	Capital	Markets	
Phone:	+44	7719	217684	
Email:	cornelius.nandyal@acapm.com	

+44 (0) 771 921 7684 
info@acapm.com 
www.acapm.com 
 
London, UK 
 
Follow us: @acapmco 



	

Note: The opinions expressed in this paper are the views of the Associates in Capital Markets (ACAPM) and do not necessarily 
reflect the views or policies of the clients they represent 

	

Associates in Capital Markets Ltd. 
London, UK 
Call: +44 (0) 771 921 7684 
Email: info@acapm.com 
Web: www.acapm.com 

 

European Money Markets Institute 

CONSULTATIVE PAPER ON ENHANCEMENTS TO EONIA BENCHMARK 

Response to Consultation 

 
Name of respondent 
 

Cornelius Nandyal 

Position 
 

Partner 

Organisation (if any) 
 

Associates in Capital Markets  

Contact telephone 
 

+44 77192 176 84 

 
Introduction 

The efforts of European Money Markets Institute (EMMI) in enhancing the robustness and 

viability of Euro Overnight Index Average (EONIA), one of the major reference rates in 

European money markets, is a welcome reassurance to the investors and the global 

economic structures at large. The key to a robust financial benchmark is its ability to 

represent the underlying market in a consistent and accurate manner. This could be 

achieved by evidencing the reference rates from underlying market transactions 

transparently as endorsed by regulators including EMMI.  

Q1: Do you agree that the Eonia contingency triggers should be based on maintaining 

a minimum number of non-zero volume Panel Bank contributors? If not, please 
elaborate your reasons and offer your preferred alternative. 

A1: (i) We would like to propose a fourth option as a hybrid of Option 1 and ‘minimum 

transaction percentage thresholds’. Specifically, it entails imposing minimum percentage of 

transaction volume thresholds for each of the said panel bank contributors in addition to 

minimum number of non-zero volume panel bank contributors. This will ensure that in the 

times of lack of participation, the submission from contributing panel banks do not skew the 

rate determination.  

(ii) The data exhibits in Table 1 and 2 indicates the contribution/participation rates of panel 

banks in times of Month-end trading day and pre-holiday trading days. However, there is no 

evidence of Market Events (Bank Rate Cuts etc.) consideration in the data exhibits. The 

proposed minimum number of 4 panel banks could be revisited (if not already considered) in 
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the light of such market event data and would ensure that the contingency methodology is 

more robust.  

Q2: Do you agree with EMMI’s recommendation that the formulaic approach (option 3) 

should be used as the fallback arrangement? If not, please elaborate your reasons 
and offer your preferred alternative form among the other options. 

A2: The Formulaic approach (Option 3) for the fallback arrangement in its current form seem 

to have not accounted for Market Events such as bank rate cuts etc. Critical benchmark 

rates tend to deviate from accurate representation of underlying markets during such market 

events and hence warrants inclusion of this factor into the formula. 

Also, in the event that EONIA is to be computed based on contingency trigger and formulaic 

approach for consecutive business days, the rate thus computed could be considered ‘stale’ 

and would not be an accurate representation of prevailing market conditions. ACAPM 

recommends EMMI to consider a Level 3 trigger to tackle such a scenario. 

 

Concluding Thoughts 

The reform activities undertaken by EMMI are crucial for long-term financial robustness. It 

may be a challenging but necessary activity. We firmly believe that all the stakeholders - 

Regulators, Banks and Financial Institutions (in the capacity of contributors and consumers), 

Benchmark Administrators and the consumers need to come together to strategize and 

implement these changes in a manner that is least disruptive of the market ensuring a 

smooth transition.  
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