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Response to the European Commission's consultation on the Benchmark

Regulation

The European Association of Corporate Treasurers (EACT) EACFrepresents the entire European
economy, -and-bringings together 14 000 corporate treasury professionals active in 22 countries and
working for around 6 500 individual non-financial companies.

As European end-users of benchmarks, the EACT’s members have-expressed-concernsare
abeutconcerned about the long-term feasibility of the third country regime. Fhe-while recent
amendments to the BMR, such as the multiple-extensions of the transition period te-the-third

; i ; S R el e and the recently
introduced exemption for designated spot foreign exchange benchmarks -have been steps in the
right direction. However, a thoughtful revision of the third country regime remains necessary to
address the root causes of end-users’ uncertainties with regards to potential restrictions and
disproportional burdensdemeonstrate the uncertaintiesand-need-forreform.
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Question 1.2 — For what purpose do you use (as an end-user) third country benchmarks?

Members of EACT mainly use third country benchmarks for hedging purposes as well as for credit
facilities referenced to benchmarks for fixing.
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Question 1.3 — What is / are the reasons for using non-EU benchmarks?

Members of EACT use non-EU benchmarks both out of habit and established business relationships
with benchmark administrators as well as out of a lack of equivalent EU benchmarks available to our
members.

Members of EACT use non-EU benchmarks both out of habit and established business relationships
with benchmark administrators as well as out of a lack of equivalent EU benchmarks available to our
members. e-eguivatent-Ed-benchm ark-available butneteo ee-gFmere-expensive
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Question 2.1 — Do you believe that the rules applicable to the use of benchmarks administered in a
third country, which will fully enter into application as of January 2024, are fit-for-purpose? If not,
how would you propose to amend the BMR’s third country regime?
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Question 2.1 — Do you believe that the rules applicable to the use of benchmarks administered in a
third country, which will fully enter into application as of January 2024, are fit-for-purpose? If not,
how would you propose to amend the BMR’s third country regime?

o Those rules are not fit-for-purpose, and should be reviewed

0 Those rules are not fit-for-purpose, and should be reviewed [Formatted: Not Highlight
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+please-explain

As European end-users of benchmarks, the European Association of Corporate Treasurers’ (EACT)
members have expressed concerns about the long-term feasibility of the third country regime. The
multiple extensions to the third country regime which are required to address concerns by users of
benchmarks demonstrate the uncertainties and need for reform.

EACT fears that the application of the third country regime on 1 Jan 2024 could lead to a
concentration of the market which could result in higher hedging costs for corporates — during a
time when European non-financial companies are already facing a wide range of challenges and
additional costs.

An additional two-year extension to the current application date of the mandatory compliance with
the third country regime would be strongly recommended by European corporates as a transitionary
option to ensure continuity and stability.

Question 2.2 — More specifically, would you be in favour of a framework under which only certain
third country benchmarks, deemed ‘strategic’, would remain subject to restrictions of use

like the current rules? Under this hypothesis, the use by EU supervised entities of all other third
country benchmarks than those ‘strategic’ benchmarks would be in principle free, without any
additional requirement attached to the status of the administrator.

o Totally in favour
o-Soemewhatopposed

. inf
o-Somewhatinfaveour
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Reforming the current third country regime to ensure European companies continue to have access

to a wide range of non-EU benchmarks would be an important step to ensure non-financial
companies can continue to hedge their commercial risks efficiently at a reasonable cost.

Reforming-ef the current third country regime to ensure European companies continue to have

access to a wide range of non-EU benchmarks would be an important step to ensure non-financial
companies can continue to hedge their commercial risks efficiently at a reasonable cost.

The Commission’s proposal - to create a framework with mandatory compliance for benchmarks
designated as “strategic” benchmarks while non-strategic benchmarks could decide to comply with
the EU BMR on a voluntary basis - appears to offer a good solution to balance the need to guarantee
the integrity of key benchmarks while not being disproportionally restrictive in its scope.

| Question 2.4 — Under the hypothesis where the current third country regime would be reformed
or repealed, please indicate the degree to which you agree with each of the following statements:

i) EU benchmark users should be required to only use benchmarks that comply with the EU
standards on a continuous basis. As a consequence, those users should be required to gather the
necessary information to verify that the benchmark’s methodology is consistent (on a continuous
basis) with the EU standards, and for ceasing use of those benchmarks in case the labels are
misused.

o Do not agree at all

Restricting the ability of EU benchmark users to only use benchmarks complying with the EU
standards would drastically cut the number of indices available overnight. The logistics alone of
amending existing contracts and instruments to comply with this change would be a serious
challenge to overcome. This would also place European corporates at a disadvantage with their non-
EU competitors who will retain access to these benchmarks.

. )
o-Agree-somewhat
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+explain-youranswers

Restricting the ability of EU benchmark users to only use benchmarks complying with the EU
standards would drastically cut the number of indices available overnight. The logistics alone of
amending existing contracts and instruments to comply with this change would be a serious

challenge to overcome. This would also place European corporates at a disadvantage with their non-
EU competitors who will retain access to these benchmarks.

Finally, the idea of requiring users of benchmarks to assess whether benchmark’s methodology is
consistent with EU standards (assuming this would apply to end users, and not only regulated
financial entities as is the case currently) would place an undue burden on non-financial entities
which lack the technical know-hows and capacities to perform this type of verifications.
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