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Key Characteristics of the €STR,  
the New Euro Unsecured Overnight Rate 

In March 2019 the ECB announced1 that on 2 October 2019 it will start publishing a new euro unsecured 
overnight rate, €STR (Euro Short-Term Rate), which will replace EONIA. With effect from the same date and 
until the end of 2021, EONIA (euro overnight index average) will be computed by applying a fixed spread to 
the €STR. 

Launching a new euro unsecured overnight rate is a result of a process which had begun after 2012 events 
involving market manipulation of global reference rates in international interbank markets. Consequently, a 
number of international and national institutions undertook coordinated actions to change the methodology 
for calculating these interest rates. In 2013 the International Organisation of Securities Commissions pub-
lished Principles for Financial Benchmarks,2 which provided the new framework for reliable determination of 
reference rates and the mechanisms for their governance, quality and accountability. In 2014 the Financial 
Stability Board published recommendations3 to improve the methodology for existing unsecured interbank 
rates and promote the development and adoption of alternative risk-free reference rates.4 To adapt these 
recommendations and guidelines to the respective market, national working groups have been set up jointly 
with the private sector. Initially, these groups focused on creating an overnight market benchmark since, as 
data show, major money market volumes are traded in this particular maturity sector. 

The ECB decided to create the €STR based on the activities of the working group on euro risk-free rates 
which was set up in September 2017. In September 2018 the working group recommended5 introduction of 
the €STR6 as a replacement of EONIA and by the end of 2018  it released a report7 outlining the transition 
to the new overnight benchmark rate. Working group’s analyses are based on the dynamics of the so-called 
pre-€STR, or €STR (preliminary), for which data have been collected since March 2017. 

Like EONIA, the €STR is a rate based on euro unsecured overnight transactions despite the essential differ-
ences between them. The main differences are, as follows:

−	EONIA is computed as a weighted average of all overnight unsecured lending transactions in the inter-
bank market and based on a voluntary panel of contributors (each bank provides a weighted average 
rate), while the €STR is derived from data on the volumes and price of all unsecured transactions of par-
ticipating banks by removing top and bottom quartiles of transactions grouped by volume.8 These data 
represent daily confidential statistical information on euro unsecured overnight transactions, as compiled 
in accordance with the Regulation concerning statistics on the money market.9

−	Data submitted by banks for the purposes of EONIA compilation reflect only interbank money market 
transactions. The €STR is based on bank data about wholesale money market transactions, including 
transactions with both other banks and non-bank institutions located in and outside the euro area. In 
addition, the panel of banks supplying data for €STR calculation includes the 52 largest euro area banks 
(according to their balance sheet figure at the time of their selection) unlike EONIA for whose computa-
tion a panel of 28 data supplier banks is currently used.

−	The €STR reflects interest rates paid by banks on unsecured borrowing deposits in the wholesale money 
market, whereas EONIA reflects unsecured overnight lending rates.

1 See the ECB’s press release of 14 March 2019.
2 Principles for Financial Benchmarks. IOSCO. July 2013.
3 Reforming major interest rate benchmarks. Financial Stability Board, Official Sector Steering Group, 2014.
4 Following this report, the Financial Stability Board releases every year a progress report on the transition to alternative refer-
ence rates. The last report was published in November 2018.
5 The group consists of 21  credit institutions from the private sector of the euro area, the ECB, the Belgian Financial Services 
and Markets Authority, the European Securities and Markets Authority and the European Commission. For details, see ECB’s 
press release of 13 September 2018. 
6 Initially, the new short-term reference rate is called ESTER.
7 Report by the working group on euro risk-free rates; on the transition from EONIA to ESTER. European Central Bank, Decem-
ber 2018.
8 For details, see the methodology for calculating the €STR.
9 Regulation (EU) 1333/2014 of the European Central Bank concerning statistics on the money market (ECB/2014/48).
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−	EONIA is administered by the private sector via the European Money Market Institute (EMMI), while the 
€STR is administered by the ECB. 

The broader scope of the €STR is intended to reflect developments in the wholesale money market over the 
recent years. Specifically, the share of the interbank market in the total volume of the euro wholesale money 
market has declined in recent years due to a number of reasons, some of them involving market partici-
pants’ reassessments of counterparty risks, amendments to regulations and changes in liquidity conditions of 
the euro area. Reflecting these changes, banks increased significantly the volume of money market transac-
tions concluded with non-bank financial institutions, as money market funds, insurers, pension funds and 
investment firms. This led to an increase in the role of non-bank financial institutions in determining the cost 
of financing for banks in the wholesale money market. 

The €STR scope aims to ensure that the interest rate is a more precise reflection of the real cost of overnight 
borrowings for banks in the wholesale market where they interact not only with other banks but also with 
non-bank institutions. Some of these institutions may not have access to ECB instruments (because they are 
non-bank institutions or located outside the euro area) which means that ECB rates will not serve as a strict 
top and bottom limitation of the cost of their transactions in the euro money market. As a result, such trans-
actions may be concluded at a rate below the ECB’s deposit facility rate or above the marginal lending facil-
ity rate. The €STR aim is to reflect this market reality. For instance, in situations marked by excess liquidity, 
the €STR can be expected to be below the ECB’s deposit facility rate. However, since the €STR will reflect 
interest rates on a strongly liquid market with plenty 
of participants conducting transactions in a severely 
competitive environment, it may be expected that 
this interest rate will follow to a large extent the 
change in the ECB reference interest rates.

The €STR is calculated for each business day of 
TARGET2 as a value rounded to three decimal 
digits. Preliminary data on the interest rate (the so-
called pre-€STR)10 for the 15 March 2017–30 Sep-
tember 2019 period suggest that it is 9 basis points 
lower on average than EONIA, and the volume of 
transactions included in its calculation is significant 
and sustainable, exceeding that of EONIA. 

At the end of May 2019 the ECB announced that 
the spread between the €STR and EONIA, to be 
used in calculating EONIA from 2 October 2019, 
would be 8.5 basis points. This spread has been 
calculated as an arithmetic average based on daily 
EONIA and pre-€STR data between 17 April 2018 
and 16 April 2019, excluding the highest and low-
est 15 per cent of the data. 

Pre-€STR data suggest that this rate is less vola-
tile than EONIA, and values of BNB LEONIA Plus 
Reference Rate of Concluded Unsecured Overnight 
Deposit Transactions in Bulgarian levs are much 
closer to the pre-€STR than to EONIA. On 30 Sep-
tember the spread between the pre-€STR and 
LEONIA Plus was -2 basis points with the pre-€STR 
at -0.55 per cent and LEONIA Plus at -0.53 per 

cent.

10 For details, see the methodology for calculating the pre-€STR.
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Note: Data available on the pre-€STR cover the period from 15 March 
2017 to 30 September 2019.

Source: the ECB.
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