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The biggest capital market change since the introduc-
tion of the European currency is ahead: After the re-
vealed manipulation of the entry data and the de-
creased liquidity at the global markets the IBOR ref-
erence interest rates, known as LIBOR or in the Euro-
pean area EURIBOR and EONIA, will be removed at the 
end of 2021.  

The implementation and integration of new interest 
rates is difficult due to the interlinking with the various 
application and customer groups1. At the same time the 
current EU benchmark regulation requires comprehen-
sive and near-time action. 

targens supports banks and insurance companies with 
customized solutions, in order to create processes for 
the company that are sustainable. Thanks to our exten-
sive range of services the challenges of the transfor-
mation can be managed and the transition to new ref-
erence values in our customers’ companies can be im-
plemented successfully.  

 

Discover our new service portfolio in detail! 

 

 

 

 

 

 

 

 
1 Vgl. Deutsche Bundesbank (2020): Neue Referenzzinssätze bringen neue Herausforderungen: Einführung des €STR im Euroraum, Monatsbericht, März 2020, S. 49–72. 

 

 

The IBOR Reform: The most important 
Information at once glance: 
 

What are reference interest rates? 

The Interbank Offered Rates reflect the average price 
as a benchmark for which selected international banks 
with a good credit standing can get loans on the inter-
bank market without securities. On the European mar-
ket the LIBOR, the EURIBOR and EONIA are among the 
most important reference values. The calculation and 
publication of the LIBOR is currently carried out by the 
ICE Benchmark Administration (IBA) and for the EURI-
BOR by the European Money Markets Institute (EMMI) 
that record entry data on a daily basis of selected panel 
banks and publish it for different terms. 

 

What are the reference interest rates used for?  

Interbank Offered Rates have a significant meaning on 
the international financial market and are used as ref-
erence interest rates by numerous market participants 
for a wide range of products. The reference interest 
rates are used as a basic value during option businesses 
as well as basic interest rates with a variety of financial 
products. With derivative financial instruments they, 
e.g., occur with interest swaps, forward rate agree-
ments and currency swaps. Besides derivates, reference 
interest rates are also used with variable loans for the 
calculation of the interest charge of the borrower or 
with financial market products during arrangement of 
terms and the calculation of the level of interest pay-
ment. 

 

The IBOR Reform  



 

 
 
© targens 2020   

 
 
The function as reference level is extremely relevant, 
since the IBORs as an underlying of financial instruments 
have a direct influence on the development of their 
value. Furthermore, the reference interest rates have a 
special meaning in respect to the economy and money 
policies, due to their high market volume. Overall the 
market volume of financial products sums up to hun-
dreds of billions of EURO and further billions in curren-
cies such as US-Dollar, British Pound, and Japanese Yen. 
 
Figure: Usage of the IBORs 

 
Source: Own depiction 

 
Why are the IBOR reference values replaced?  

The reliability, stability and robustness of the existing 
reference interest rates were questioned very often in 
the past. This is based on two essential events: 
1. The preliminary proceedings of the IBOR reference 
interest rates were heavily criticized after various ma-
nipulation accusations in the form of false quotations of 
the panel banks proved right. 
2. Furthermore the decrease of the market and trade 
liquidity since the financial crisis on the interbank mar-
kets got stronger, because the transactions became sig-
nificantly less. Against this background the regulatory 
authorities all over the world and working groups of the 
single currency areas deal with the support of compli-
ance and governance regulations as well as with the de-
velopment of alternative interest rates with little risk. 
 
Which regulation efforts exist? 

The international organization of securities supervision 
(IOSCO) wrote a first comprehensive paper on IOSCO 
principles for a sustainable quality improvement of 
benchmarks in 2013 that was mainly addressed to the 
administrators. In 2014 the Financial Stability Board 
(FBS) published the research report “Reforming Major 
Interest Rate Benchmarks” on behalf of the G20 nations 
with reform suggestions of newly developed bench-
marks with robust standards. Among other things the 
development of risk-free reference interest rates was 
planned that also takes liquidity changes of the market 
into consideration.  
 
 

 
 
2 Verordnung (EU) 2016/1011 (2016): Verordnung über Indizes, die bei Finanzinstrumenten und Finanzkontrakten als Referenzwert oder zur Messung der Wertentwicklung eines Invest-
mentfonds verwendet werden, verfügbar unter https://eur-lex.europa.eu/eli/reg/2016/1011/oj. 

 
 
 
The EU benchmark regulation2 after that put a new reg-
ulation into effect, in which original critical benchmarks 
such as LIBOR, EURIBOR and EONIE have to be fully re-
placed by new risk-free interest rates by December 
31st, 2021. 
 
 

 
 
What will the current reference interest rates be re-
placed by? 

Each currency area has different reference interest 
rates with different currencies and terms that require a 
comprehensive reformation according to country-spe-
cific guidelines. 
 
In the European area the ECB, e.g., developed the Euro 
Short Term Rate (€STR) as successor to the EONIA. The 
€STR is the interest rate that reflects the costs of an 
unsecured overnight financing in big amounts of banks 
within the EURO area and is based on transactions of the 
unsecured money market. The new reference interest 
rate is calculated as the average of all overnight depos-
its with a minimum volume of 1 Mio. Euro and the re-
spective underlying interest rate and is published on a 
daily basis on the second trading day by the ECB since 
October 2nd, 2019. 
 
There is no direct successor planned for the EURIBOR, 
but a BMR conform revision as a Hybrid-EURIBOR. 
 
In the international area for all big reference interest 
rates reform woks of new RFRs were already published. 
The current developments are listed in the following 
chart: 
 
 
 
 
 
 
 

 

 

 

 
 
 

1. Revision of selected reference interest rates 

2. Abolition and new development of selected ref-

erence interest rates                                                 

3. Creation of a regulatory framework 
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Figure: Overview of the international development 
state of the reform work 

 

Source: Own depiction 

 

What is the difference between the new and current 
reference interest rates?  

The previous IBOR interest rates differentiate in the de-
sign features as well as the detection and calculation 
methods of the benchmarks.   
 
In contrast to the IBORs, that are date rates (forward-     
looking rates), RFRs are past-oriented rates (backward-
looking rates) in which the interest calculation is carried 
out in retrospect. Additionally, the IBORs are afflicted 
with a credit risk and therefore contain a credit risk bo-
nus, whereas RFRs are pure overnight interest rates that 
are almost completely risk-free. 
 
Since the purely transaction-based calculation of the 
IBORs was criticized heavily in the past, the future cal-
culation of the reference interest rates will be carried 
out by a three-tiered waterfall model. This process, 
consisting of transaction-based detection, near-transac-
tion derivation and expertise, is supposed to eliminate 
manipulation and make a daily publication possible with 
little or no transactions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
Extensive consequences for diverse 
action fields 
 
The EU benchmark regulation forms the decisive regu-
latory framework for the entire European area. With 
this EU-wide regulation and the market introduction of 
new risk-free reference values, far-reaching conse-
quences come about for the application fields, depend-
ing on the company portfolio, inter alia, for the corpo-
rate management, the risk management, the law de-
partment and IT. 

Products and customers 
The new reference interest rates have to be newly im-
plemented in old and new contracts that go beyond 
2021, according to the legal requirements. Additionally 
private and business customers have to be informed in 
respect to the changes.  
 
Infrastructure and IT 
Big challenges come about to re-arrange the required 
institutional infrastructures (trade, data clearing), in 
order to manage a seamless transition to the RFRs. 
 
Governance  
In order to achieve a seamless and regulation conform 
transition to RFRs, the institutes need solid and updated 
governance and control systems. 
 
Risk management und bank management 
The RFRs are different in amount and volatility to the 
previous IBOR interest rates. Against this background 
the risk management systems have to be adapted, in or-
der to deal with hedging and/or market evaluation 
problems without big trouble. 
 
Balancing and tax aspects 
The renewal of the reference interest rates leads to a 
change of the risk provisioning and a determination of 
the fair values that have to be settled. The evaluation 
resulting from this has an effect on, inter alia, on the 
balance, profit and loss account, the regulatory and 
business indicators (e.g. Net Stable Funding Ratio, Cost 
Income Ratio, and Return on Equity). Further effects 
arise in respect to taxes and the regulatory equity.
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Our service portfolio: We support you 
with the implementation!  
 
If you have us as a partner on your side, manifold ser-
vices can be solved from one provider. As a first step, 
relevant positions have to be evaluated, in order to de-
velop a strategic implementation plan and to put it into 
effect consequently:  
 

 

 

 
 

Master the challenges of the change 
together. Flexible and according to 
the customers’ needs. 
 
The introduction of newly developed reference interest 
rates needs fast, early and targeted actions, in order to 
lower operational risks and increased transition costs. 
With the expertise of targens, we can help you to mas-
ter the complex transition successfully and efficiently. 

Our flexible consulting portfolio helps you master a 
seamless and time-efficient transition from the IBOR to 
the reformed international (SONIA, LIBOR etc.) and Eu-
ropean (€STR, Hybrid- EURIBOR) reference interest 
rates. In the process everything will be done to comply 
with the data, processes and design of your company. 
This helps bring an optimal, customized solution about 
that matches all of your needs for the successful imple-
mentation of possible transformation requirements. 

Contact our experts for more details! 

 

 

 

 

 

 

 

 

 

 

 
 
 

 

 

 

 

 

 

 

 

 

 

• List of all affected products and evaluation 
of financial, legal/regulatory and operational 
risks

• Provision of a bank-wide survey of all old 
contracts ased on IBOR

• Implementation of a governance process, in 
order to guarantee a proper monitoring and 
realization of all requirements

Identification of relevant 
positions

• Checking of contracts in respect to fallbacks

• Identification of fallbacks

• Provision of scenario analyses to derive 
action plans and effect and risk analysis

Provision of a concern analysis

• Sighting of relevant publications of IBOR 
work groups

• Detection of ramifications on the product   
portfolio and the value chain of the bank

• Detection of required infrastructure and 
process changes

• Development of communication strategy 
with the customers 

Derivation of implementation plan

• Introduction of an IBOR reform programm, 
including a budget, personnel and ressources 
allocation

• Continuous information phase and process 
adaption during changes

Initiation of the IBOR project

IHRE ANSPRECHPARTNER 

Patricia Weisshaar 
Managing Director  
Tel.: +49 175 1985444 
Patricia.Weisshaar@targens.de 

 
Vivien Bantle  
Consultant  
Vivien.Bantle@targens.de 
 

 

targens – making things run 

targens is a professional service provider for banking, 
compliance and Digital Finance, as well as a leading pro-
vider of consulting, software and product solutions. Based 
on a professional consulting, high-performance products 
and the mastering of disruptive technologies, the consult-
ing and software company supports its customers in their 
corporate management, trading activities, the protection 
of their business processes and the accelerated attain-

ment of sales activity success. 


