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INTRODUCTION  

 

1. In terms of article 5(3) of the Central Bank of Malta Act (Cap. 204) (hereinafter referred 

to as ñthe Actò), the Central Bank of Malta (hereinafter referred to as ñthe Bankò) has been 

empowered to make directives in respect of, inter alia, the implementation of monetary 

policy.  For the purposes of this Directive, terms used in this Directive shall have the same 

meaning as is assigned to them under the Act.  

 

2. This Directive comprises the terms and conditions applicable to counterparties for 

monetary policy operations with the Bank and is based and compiled in conformity with 

the contents of the óImplementation of Monetary Policy in the euro area: General 

Documentation on Eurosystem Monetary Policy Instruments and Proceduresò  - attached 

as Annex 1 to the Guideline of the European Central Bank on Monetary Policy Instruments 

and Procedures of the Eurosystem ECB/2000/7 which can be amended from time to time 

by the Governing Council of the European Central Bank - which form part of the 

Eurosystemôs legal framework for monetary policy instruments and procedures.  

 

3. This Directive, issued in terms of article 5(3) of the Central Bank of Malta Act (Cap. 

204), constitutes the legal documentation of the relationship between the Bank and the 

counterparties in respect of the implementation of monetary policy in terms of the 

parameters established by the Eurosystem.  
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DEFINITIONS  

 

4. In this Directive, unless the context otherwise requires: 

ñBusiness dayò means (i) in relation to any obligation to make a payment any day on 

which all relevant parts of TARGET2 is operational to effect such a payment and, (ii) in  

relation to an obligation to deliver assets, any day on which the securities settlement 

systems through which the delivery is to be made are open for business in the place where 

delivery of the relevant securities is to be effected; 

 

ñCounterpartyò means a legal person which fulfils the general eligibility criteria for 

eligible counterparties as defined in Chapter 2 of this Directive; 

 

ñEuropean System of Central Banksò (ESCB) consists of the European Central Bank 

(ECB) and the national central banks (NCBs) of the European Union Member States; 

 

ñEurosystemò means, in accordance with Article 282(1) of the Treaty on the Functioning 

of the European Union (the Treaty), those components of the European System of Central 

Banks that carry out its basic tasks, namely the ECB and the NCBs of the Member States 

which have adopted the single currency in accordance with the Treaty; 

 

ñMember Stateò means a Member State which has adopted the single currency in 

accordance with the Treaty; 

 

ñNational central bankò means a central bank of an EU Member State which has adopted 

the single currency in accordance with the Treaty; 

 

Summary  

 

5. This document complies with the required characteristics laid down in the arrangements 

established between members of the Eurosystem, which are designed to ensure a uniform 

implementation of the monetary policy framework. It seeks to provide counterparties with 

the necessary information to enable them to take part in the Eurosystemôs monetary policy 

operations and to access the Eurosystem facilities.  
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6. This Directive includes the Counterparty Agreement between the Central Bank of Malta 

and the eligible credit institutions. It also comprises documentation on the monetary policy 

operational framework which is divided in nine chapters as follows: 

 

 

¶ Chapter 1 specifies the structure and objectives of the Eurosystem.  

¶ Chapter 2 specifies the general eligibility criteria for monetary policy counterparties.  

¶ Chapter 3 describes the Eurosystemôs open market operations.  

¶ Chapter 4 presents the standing facilities available to counterparties.  

¶ Chapter 5 provides information on the minimum reserve requirement system.  

¶ Chapter 6 discusses eligible assets.  

¶ The tender and settlement procedures for monetary policy operations are set out in 

Chapter 7 and 8 respectively.  

¶ Finally, Chapter 9 sets out the sanctions, which may be imposed in the event 

counterparties do not meet their obligations under this Directive.  

 

This document also includes several annexes relating to the above-mentioned chapters.  

 

7. The instruments, conditions, criteria or procedures for the execution of monetary policy 

operations by the Eurosystem may be changed at any time. The Bank will give 

counterparties as much advance notice as possible of such changes. Such notices will be 

provided to counterparties by electronic means and/or written procedures and will state the 

specific date on which the change will take legal effect which will only be after receipt of 

the notice.   

 

8. All times referred in this documentation are in Central European Time (CET).  
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Counterparty Agreement  
 

9. The legal relationship between the Bank and its counterparties in connection with the 

implementation of the Eurosystemôs monetary policy is governed by the Counterparty 

Agreement, which is supplemented by documentation on monetary policy instruments and 

procedures. Signing of the Counterparty Agreement is one of the operational eligibility 

criteria for participation as a counterparty for the monetary policy operations of the 

Eurosystem.  

 

The Counterparty Agreement is specified as follows: 

 

 

 
 

AGREEMENT FOR MONETARY POLICY OPERATIONS 
 

between 
 

THE CENTRAL BANK OF MALTA  
  

and   

 

_________________________________________ 

 
 

 

 

 

THIS AGREEMENT  made the             day of                            
 

 

 

BETWEEN:  

 

 _________________________________________, for and on behalf of the Central Bank of 

Malta (hereinafter referred to as ñthe Bankò)  

 

and 

 

________________________________________________________, for and on behalf of the 

Counterparty (hereinafter referred to as the ñCounterpartyò). 
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By virtue of this Agreement, the counterparty hereby agrees to observe, in all monetary 

policy operations with the Bank, this Agreement and the rules concerning instruments and 

procedures of the Eurosystemôs monetary policy operational framework in effect at the 

time in question and as set out in the Central Bank of Malta Directive No. 8 on the 

Documentation on Monetary Policy Instruments and Procedures (hereinafter referred to 

as the Directive), which form an integral part of this Agreement.  

 

1. Purpose of the Agreement  

According to Article 127(2) of the Treaty on the Functioning of the European 

Union (the Treaty), one of the basic tasks of the Eurosystem is to define and 

implement the monetary policy of the European Union. According to Article 12 of 

the Statute of the European System of Central Banks and of the European Central 

Bank (the Statute), the Governing Council of the ECB issues guidelines that are 

binding on the NCBs and takes the decisions necessary to ensure performance of 

the tasks entrusted to the Eurosystem. According to Article 14.3 of the Statute, the 

NCBs are an integral part of the Eurosystem and act in accordance with the 

guidelines and instructions of the ECB. This Agreement is intended to ensure that 

the Eurosystemôs monetary policy operations are executed on uniform terms and 

conditions in all Member States.  

 

Under this Agreement, the Bank agrees to provide the counterparty with access to 

the facilities and operations as set out in the Directive.   

 

Under this Agreement, the counterparty agrees to observe, in all monetary policy 

operations with the Bank, this Agreement and the rules concerning instruments and 

procedures of the Eurosystemôs monetary policy in effect at the time in question 

and as set out in the Directive which form part of this Agreement.   

 

2. Right to amend the Agreement and the Directive   

The Bank may unilaterally amend this Agreement and this Directive, including the 

Annexes thereto, whenever amendments are required either on account of an 

obligation imposed by the ECB or due to changes in legislation or otherwise when 

this is reasonably required by the Bank. The Counterparty shall be notified in 

writing or electronically at the address provided by the Counterparty of any such 
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amendments. Such notice shall state the specific date on which the changes become 

legally effective which shall only be after receipt of the notice.  

  

Such amendments duly notified as stated above shall be deemed to have been 

accepted by the Counterparty unless the Counterparty expressly objects within 

fourteen (14) days of being informed of such amendments. An objection can only 

be made on question of law or principle. In the event that a Counterparty objects to 

any amendment, the Bank may, until the matter is resolved suspend access to 

monetary policy operations to that Counterparty.   

 

3. General requirement to use euro  

All payments relating to monetary policy operations, other than foreign currency 

payments in foreign exchange swap agreements, shall be denominated in euro.  

 

4. General requirement on collateral  

All credit operations with the counterparty shall be based on adequate collateral as 

specified in the Directive.  

  

In order to verify the existence of credit claims submitted as collateral by 

counterparties, the Bank, the Malta Financial Services Authority or external 

auditors have the right to carry out verifications including random checks at the 

counterparty as specified in the Directive.  

 

5. Default  

5.1 Instances of default  

 

The following events shall be considered instances of default in respect of the 

counterpartyôs obligation based on a monetary policy operation: 

 

a) (i) a credit institution acting as the counterparty has started winding-

up procedures in accordance with the Companies Act (art. 214 et 

seq.), or the Banking Act (Credit Institutions (Reorganisation & 

Winding-Up) Regulations ï LN 228 of 2004); 
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(ii) a procedure of a foreign jurisdiction corresponding to (a)(i) is 

applicable to the counterparty; 

 

b) (i) the competent authority has decided, in accordance with the 

Banking Act, to suspend the operations of the credit institution acting 

as the counterparty or has restricted the operations of the credit 

institution; 

(ii) a procedure of a foreign jurisdiction corresponding to (b)(i) is 

applicable to the counterparty; 

 

c) a declaration by the counterparty in writing of its inability to pay all or 

any part of its debts or to meet its obligations arising in relation to 

monetary policy transactions, or a voluntary general; agreement or 

arrangement entered into by it with its creditors, or if the counterparty 

is, or is deemed to be, insolvent or is deemed to be unable to pay its 

debts; 

 

d) Procedural steps preliminary to a decision being taken under a) or b) 

above; 

 

e) the Counterpartyôs authorisation to conduct activities under either the 

Directive 2006/48/EC or Directive 2004/39/EC of the European 

Parliament  and of the Council of 21 April 2004 on markets in 

financial instruments amending Council Directive 85/611/EEC and 

93/6/EEC and Directive 2000/12/EC of the European Parliament and 

of the Council and repealing Council Directive 93/22/EEC
1
, as 

implemented in the relevant Member State of the Eurosystem 

respectively, is suspended or revoked;  

 

f) the counterparty is suspended or expelled from membership of any 

payment system or arrangement through which payments under 

monetary policy transactions are made or is suspended or expelled 

                                                 
1
 OJ L 145, 30.4.2004, P.1 
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from membership of any securities exchange or securities settlement 

system; 

 

g) measures such as referred to in Article 30,31,33 and 34 of the 

Directive 2006/48/EC  are taken against the counterparty; 

 

h) in respect of reverse transactions, the counterparty fails to comply 

with provisions concerning risk control measures; 

 

i) in respect of repurchase transactions, the counterparty fails to pay in 

due time the purchase price or repurchase price or fails to deliver in 

due time securities or repurchased securities; or in respect of 

collateralised loans, the counterparty fails to deliver assets or 

reimburse the credit on the respectively applicable dates for such 

payments and deliveries;  

 

j) in respect of foreign exchange swap transactions, the counterparty 

fails to pay the euro or foreign currency amounts  or fails to pay them 

in due time; or in respect of fixed-term deposits, the counterparty fails 

to pay the euro amount required; 

 

k) if the counterparty fails to pay in due time any payments under an 

agreement concerning the investment of the reserve assets of another 

national central bank belonging to the Eurosystem or an agreement 

concerning the management of the own funds of such a central bank; 

 

l) if the counterparty fails to supply any necessary information, and this 

leads to serious consequences for the Bank; 

 

m) the counterparty fails to perform any other of its obligations under 

arrangements for reverse transactions and foreign exchange swap 

transactions and (if capable of remedy) does not remedy such failure 

within 30 days in the case of collateralized transactions or within 10 
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days in the case of foreign exchange swap transactions after notice is 

given by the Bank requiring it to do so; 

 

n) an event of default or other substantial breach occurs in relation to the 

counterparty, including the head office or any branch of that 

counterparty, in any agreement, arrangement, other obligation binding 

upon or transaction entered into by that counterparty, including the 

head office or any branch of that counterparty, with any other 

members of the Eurosystem for the purpose of effecting monetary 

policy operations; 

 

o) the Counterparty becomes subject to the freezing of funds and/or other 

measures imposed by the EU under Article 75 of the Treaty restricting 

the Counterpartyôs ability to use its funds;  

 

p) the Counterparty becomes subject to the freezing of funds and/or other 

measures imposed by a Member State restricting the Counterpartyôs 

ability to use its funds;  

 

q) all or a substantial part of the Counterpartyôs assets are subject to a 

freezing order, attachment, seizure or any other procedure that is 

intended to protect the public interest or the rights of the 

Counterpartyôs creditors; 

 

r) all or a substantial part of the Counterpartyôs assets are assigned to 

another entity; 

 

s) any other impending or existing event the occurrence of which may 

threaten the performance by the Counterparty of its obligations under 

the arrangement it entered into for the purpose of effecting monetary 

policy operations or any other rules applying to the relationship 

between the Counterparty and any of the central banks of the 

Eurosystem.  
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5.2 Consequences of default 

If clauses 5.1(a) and (o) above take effect in respect of the counterparty, the Bank 

shall cancel this Agreement and all outstanding monetary policy operations 

undertaken with the counterparty so as to terminate these immediately. The 

counterparty shall be notified in writing of such cancellations. 

 

If any of the clauses 5.1(b) to (n) and (p) to (s) above are in effect in respect of the 

counterparty, the Bank shall be entitled to cancel this Agreement and all 

outstanding monetary policy operations undertaken with the counterparty by a 

written notice thereof to the counterparty. In such cases the Bank may, at its 

discretion, grant the counterparty a maximum period of three business days to 

rectify the default before the notice of termination takes effect. 

 

If the counterparty defaults on its obligations, the Bank may also take the following 

actions: 

- Suspension, limitation or exclusion of the Counterparty from 

access to open market operations; 

- Suspension, limitation or exclusion of the Counterparty from 

access to the Eurosystemôs standing facilities; 

- terminating all outstanding agreements and transactions; 

- demanding accelerated performance of claims that have not yet 

matured or are contingent.  

           

 In addition, the NCB may be entitled to exercise the following remedies: 

ï using deposits of the Counterparty placed with the Bank to set off 

claims against that Counterparty; 

ï suspending the performance of obligations against the Counterparty 

until the claim on the Counterparty has been satisfied; 

ï claiming default interest; 

ï claiming an indemnity for any losses sustained as a consequence of 

a default by the Counterparty; 

ï the Bank has the right to realise all assets provided as collateral 

without undue delay and in such a way as to entitle the NCB to 
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realise value for the credit provided, if the Counterparty does not 

settle its negative balance promptly; 

ï The ECBôs Governing Council may decide on the remedies, 

including suspension, limitation or exclusion from access to open 

market operations or the Eurosystemôs standing facilities.   

 

5.3 Penalty interest and claims for damages 

 

If the counterparty defaults on a payment obligation, the Bank may levy a penalty 

interest charged on the related outstanding claim. 

If the counterparty defaults on an obligation, the Bank may claim indemnity for 

damages caused by such default. 

 

6. Realisation  

In an event of default by the counterparty, realisation of assets should be done in 

accordance with article 17(6) of the Central Bank of Malta Act.  This ensures that 

the Bank is in a legal position to realise all assets provided as collateral without 

undue delay and in such a way as to entitle the Bank to realise the value for the 

credit provided, if the Counterparty does not settle its negative balance promptly.  

 

7. Information from Counterparties  

The counterparty is obliged to submit information in an accurate and timely manner 

in relation to the Eurosystem monetary policy operations at the request of the Bank.  

 

8. The relation of this Agreement to other agreements 

The counterparty shall not be entitled to assign this Agreement. Separate 

agreements may be concluded with the Counterparty on instruments to be used in 

monetary policy operations. 

 

9. Representation and authorised signatories for concluding transactions 

The counterparty shall send to the Bank a list of persons authorised to represent the 

counterparty in concluding transactions and in other activities on behalf of the 

counterparty on the basis of this agreement. The counterparty must also enclose 
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sample signatures for the persons authorised to sign documentation on behalf of the 

counterparty.  

 

The counterparty shall notify the Bank in advance of any change in the 

authorisations or the persons authorised to represent the counterparty in 

transactions in accordance with this agreement. Any change in the authorisations to 

represent, which the counterparty has failed to expressly report in advance to the 

Bank takes no effect in relations with the Bank, pursuant to this agreement.  

 

10. Termination  

The counterparty to this agreement may terminate the agreement subject to oneôs 

month notice to the Bank. The parties to the agreement shall continue to apply the 

terms of the agreement after the expiry of the period of notice until all outstanding 

monetary policy operations terminate and all obligations of each party to the other 

have been performed. 

 

The Bank has the right to revoke the counterpartyôs participation in monetary 

policy operations on grounds of prudence or upon the competent authorityôs 

prohibition or restriction of deposit-taking or in the event of default and, or severe 

or persistent failure on the part of the counterparty to perform its obligations. 

 

The Bank shall not be held liable for indemnity in respect of any possible damage 

to the counterparty connected with proper termination of the Agreement. 

 

11. Sanctions  

The sanctions provided for in Council Regulation (EC) No 2532/98 of 23 

November 1998 concerning the powers of the European Central Bank to impose 

sanctions and in Council Regulation (EC) No 2533/98 concerning the collection of 

statistical information by the European Central Bank shall be applied to the 

counterparty in addition to and together with clause 6.3 of this Agreement. The 

procedures prescribed by ECB Regulation (EC) No 2157/1999 on the powers of the 

European Central Bank to impose sanctions shall also be applied when sanctions 

are imposed. 
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12. Governing Law and Jurisdiction  

This Agreement shall be governed by the Laws of Malta.  

 

This Agreement shall enter into force on 24 November 2010.  
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Chapter 1: Structure and Objectives of the Eurosystem  

 

The European System of Central Banks (ESCB) consists of the ECB and the national 

central banks (NCBs) of the EU Member States. The activities of the ESCB are carried out 

in accordance with the Treaty and the Statute of the European System of Central Banks 

and the European Central Bank (the Statute). The ESCB is governed by the decision-

making bodies of the ECB. In this respect, the Governing Council of the ECB is 

responsible for the formulation of monetary policy, while the Executive Board is 

empowered to implement monetary policy according to the decisions and guidelines laid 

down by the Governing Council. To the extent deemed possible and appropriate and with a 

view to ensuring operational efficiency, the ECB has recourse to the NCBs to carry out the 

operations which form part of the tasks of the Eurosystem. NCBs may, subject to the 

requirement for professional secrecy in accordance with Article 38 of the Statute, if 

necessary for the implementation of monetary policy, share amongst the Eurosystem 

members individual information, such as operational data, related to counterparties 

participating in Eurosystem operations. The Eurosystemôs monetary policy operations are 

executed on uniform terms and conditions in all Member States. 

 

The primary objective of the Eurosystem is to maintain price stability, as defined in Article 

127(1) of the Treaty. Without prejudice to the primary objective of price stability, the 

Eurosystem has to support the general economic policies in the European Union. In 

pursuing its objectives, the Eurosystem has to act in accordance with the principle of an 

open market economy with free competition, favouring an efficient allocation of resources.  

 

In order to achieve its objectives, the Eurosystem has at its disposal a set of monetary 

policy instruments. The Eurosystem conducts open market operations, offers standing 

facilities and requires credit institutions to hold minimum reserves on accounts with the 

Eurosystem.  
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Chapter 2: Eligible Counterparties  

 

2.1 General eligibility criteria  

Counterparties to the Bank for Eurosystem monetary policy operations must meet the 

following general eligibility criteria: 

i) Only institutions subject to the Eurosystemôs minimum reserve system according to 

Article 19.1 of the Statute of the ESCB are eligible to be counterparties.  

ii)  Counterparties must be financially sound. They should be subject to at least one form 

of harmonised EU/European Economic Area (EEA) supervision by national 

authorities
2
. In view of their specific institutional nature under EU law, financially 

sound institutions within the meaning of Article 123(2) of the Treaty that are subject to 

supervision of a standard comparable to supervision by competent national authorities 

can be accepted as counterparties. Financially sound institutions that are subject to non-

harmonised supervision by competent national authorities of a standard comparable to 

harmonised EU/EEA supervision can also be accepted as counterparties, e.g. branches 

established in the euro area of institutions incorporated outside the EEA.       

iii)  Counterparties must be established in Malta (including branches of institutions with a 

head office outside Malta).  

iv) Counterparties must sign the Directive and must fulfil any operational criteria specified 

in the Directive.  

 

 Counterparties that meet the general eligibility criteria and accede to the rules for 

implementing monetary policy pursuant to this agreement are eligible via the Bank: 

¶ To access the Eurosystemôs standing facilities, and  

¶ To participate in open market operations on the basis of standard tenders.  

 

Any institution incorporated in Malta may access the Eurosystemôs standing facilities and 

open market operations based on standard tenders only through the Bank.  If an institution 

has establishments (its head office or branches) in more than one Member State, each 

establishment has access to these operations through the NCB of the Member State in 

which it is established, notwithstanding the fact that the bids of an institution may only be 

                                                 
2
 Harmonised supervision of credit institutions is based on Directive 2006/48/EC of the European 

Parliament and of the Council of 14 June 2006 relating to the taking up and pursuit of the business of credit 

institutions (recast), Official Journal of the European Communities (OJ), L 177, 30.6.2006, p. 1. 
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submitted by one establishment (either the head office or a designated branch) in each 

Member State. 

 

Counterparties shall be deemed to be aware of, and shall comply with, all obligations 

imposed on them by anti-money laundering and counter-terrorist financing legislation.  

                  

2.2 Criteria for s election of counterparties for quick tenders and bilateral operations  

¶ For outright transactions, no restrictions are placed a priori on the range of 

counterparties; that is all institutions that meet the general eligibility criteria specified 

in Section 2.1 above.  

 

¶ For foreign exchange swaps executed for monetary policy purposes, counterparties 

must be able to conduct large-volume foreign exchange operations efficiently under all 

market conditions. The range of counterparties to foreign exchange swaps corresponds 

to the counterparties established in the euro area that are selected for foreign exchange 

intervention operations. The criteria and procedures applied to the selection of 

counterparties to foreign exchange intervention operations are set out in Annex 2.  

 

¶ For fine-tuning operations based on quick tenders and bilateral procedures (in the form 

of reverse transactions and the collection of fixed-term deposits), the Bank selects a set 

of counterparties among the institutions established in Malta which fulfil the general 

counterparty eligibility criteria. This selection is based on activity in the money market, 

the efficiency of the trading desk and the bidding potential. The Bank shall notify the 

individual eligible counterparties that have been selected for quick tenders and bilateral 

operations.   

 

In quick tenders and bilateral operations, the Bank will deal exclusively with the 

counterparties which are included in its set of fine-tuning counterparties. Quick tenders 

and bilateral operations may also be executed with a broader range of counterparties.  

 

The Governing Council of the ECB can decide that, under exceptional circumstances, 

fine-tuning bilateral operations may be carried out by the ECB itself.  If the ECB were 

to carry out bilateral operations, the selection of counterparties would in such cases be 

made by the ECB according to a rotation scheme among these counterparties in the 
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euro area which are eligible for quick tenders and bilateral operations in order to ensure 

equitable access. 

 

2.3 Sanctions in the event of non-compliance with counterparty obligations  

Counterparties that do not comply with their obligations as specified in the Directive shall 

be subject to sanctions which may include financial penalties, or suspension from 

participation in open market operations depending on the nature of the non-compliance 

(see Chapter 9).  
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Chapter 3: Open Market Operations  

 

The Bankôs eligible counterparties can participate in open market operations initiated by 

the Eurosystem.  

 

Open Market Operations can be divided into four categories: 

1) Main refinancing operations;  

2) Longer-term refinancing operations; 

3) Fine-tuning operations; and   

4) Structural operations.  

 

The Eurosystem conducts open market operations in the form of reverse transactions (on 

the basis of repurchase agreements or collateralised loans), outright transactions, the 

issuance of ECB debt certificates, foreign exchange swaps or the collection of fixed-term 

deposits.  

 

Reverse transactions can be employed in all the four types of operations (i.e. main 

refinancing operations, longer-term refinancing operations, fine-tuning operations and 

structural operations), whereas ECB debt certificates may be used for structural absorption 

operations.  Structural operations may also be conducted by means of outright transactions, 

i.e. purchases and sales.  Finally, foreign exchange swaps and the collection of fixed-term 

deposits may be used to conduct fine-tuning operations. 

 

Reverse transactions refer to operations where the Eurosystem buys or sells eligible assets 

under repurchase agreements or conducts credit operations against eligible assets as 

collateral. In fact, NCBs may execute reverse transactions either on the basis of: 

 

¶ Repurchase agreements, in which case the ownership of the eligible assets is 

transferred to the creditor and the parties agree to reverse the transaction through a re-

transfer of the asset to the debtor at a future point in time.  

¶ Or as collateralised loans, where the creditor obtains an enforceable security interest 

over the asset pledged as collateral but, assuming fulfilment of the debtorôs obligations, 

the ownership is retained by the debtor.  
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The difference between the purchase price and the repurchase price in a repurchase 

agreement corresponds to the interest due on the amount of money borrowed or lent over 

the maturity of the operation, i.e. the repurchase price includes the respective interest to be 

paid. The interest rate on a reverse transaction in the form of collateralised loans is 

determined by applying the specified interest rate on the credit amount over the maturity of 

the operation.  

 

The interest rate applied to Eurosystem reverse open market operations is a simple interest 

rate based on the ñactual/360ò day-count convention.  

 

The Bank will conduct reverse transactions mostly on the basis of collateralised loans (see 

Chapter 6, Section 6.7).  

 

3.1 Main Refinancing Operations  

The main refinancing operations are the most important open market operations conducted 

by the Eurosystem, playing a pivotal role in pursuing the aims of steering interest rates, 

managing liquidity situation in the market and signalling the stance of monetary policy.  

The operational features of the main refinancing operations can be summarised as follows: 

¶ They are liquidity-providing operations; 

¶ They are executed regularly each week
3
; 

¶ They have a maturity normally of one week
4
; 

¶ They are executed through standard tenders (as specified in Chapter 7); 

¶ All counterparties fulfilling the general eligibility criteria (as specified in Chapter 2) 

may submit tender bids for the main refinancing operations; and  

¶ Marketable and non-marketable assets (as specified in Chapter 6) are eligible as 

underlying assets for the main refinancing operations.  

 

3.2 Long-term Refinancing Operations  

Longer-term refinancing operations are aimed at providing additional longer-term 

refinancing to the financial sector. In these operations the Eurosystem does not, as a rule, 

                                                 
3
 The main refinancing operations are executed in accordance with the Eurosystemôs pre-announced tender 

operations calendar, which can be found on the Bankôs website www.centralbankmalta.org  or on the 

ECBôs website www.ecb.europa.eu  
4
 The maturity of the main refinancing operations may occasionally vary depending on, inter alia, bank 

holidays in Member States.  

http://www.centralbankmalta.org/
http://www.ecb.europa.eu/
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intend to send signals to the market in respect of interest rates. Accordingly, longer-term 

refinancing operations are usually executed in the form of variable rate tenders, and, from 

time to time, the ECB indicates the operation volume to be allotted in the forthcoming 

tenders. Under exceptional circumstances, the Eurosystem may also execute longer-term 

refinancing operations through fixed-rate tenders.  

 

The operational features of the longer-term refinancing operations can be summarised as 

follows: 

¶ They are liquidity-providing reverse operations; 

¶ They are executed regularly each month
5
; 

¶ They normally have a maturity of three months
6
; 

¶ They are executed through standard tenders (as specified Chapter 7); 

¶ All counterparties fulfilling the general eligibility criteria (as specified in Chapter 2)  

may submit bids for the longer-term refinancing operations; 

¶ Marketable and non-marketable assets (as specified in Chapter 6) are eligible as 

underlying assets for the longer-term refinancing operations.  

 

3.3 Fine-tuning operations   

Fine-tuning operations aim to manage the liquidity situation in the market and to steer 

interest rates, in particular to smooth the effects on interest rates caused by unexpected 

liquidity fluctuations in the market. Fine-tuning operations may be conducted on the last 

day of the reserve maintenance period to counter liquidity imbalances which may have 

accumulated since the allotment of the last main refinancing operation.  

Fine-tuning instruments may take the form of: 

a) Reverse operations; 

b) Foreign exchange swaps; or 

c) Collection of fixed-term deposits.  

 

 

 

                                                 
5
 The longer-term refinancing operations are executed in accordance with the Eurosystemôs pre-announced 

tender operations calendar, which can be found on the Bankôs website www.centralbankmalta.org  or on the 

ECBôs website www.ecb.europa.eu  
6
 The maturity of the longer-term refinancing operations may occasionally vary depending on, inter alia, 

bank holidays in Member States. 

http://www.centralbankmalta.org/
http://www.ecb.europa.eu/
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a) Fine-tuning reverse operations  

The Eurosystem can execute fine-tuning operations in the form of reverse open market 

transactions. The operational features of the fine-tuning reverse operations are: 

¶ They can take the form of liquidity-providing or liquidity-absorbing operations;  

¶ Their frequency is not standardised;  

¶ Their maturity is not standardised;  

¶ Liquidity-providing fine-tuning reverse transactions are normally executed through 

quick tenders, although the possibility of using bilateral procedures is not excluded (as 

specified in Chapter 7); 

¶ Liquidity-absorbing fine-tuning reverse transactions are executed, as a rule, through 

bilateral procedures (as specified in Chapter 7); 

¶ They are normally executed in a decentralised manner by NCBs (the Governing 

Council of the ECB can decide that, under exceptional circumstances, bilateral fine-

tuning reverse operations may be executed by the ECB); 

¶ The Eurosystem may select, in accordance with the criteria set out in Chapter 2, a 

limited number of counterparties for fine-tuning reverse operations. The list of such 

counterparties is reviewed annually based on information regarding their performance 

during the previous year.   

¶ Marketable and non-marketable assets (as specified in Chapter 6) are eligible as 

underlying assets for fine-tuning operations.  

 

b) Foreign exchange swaps  

Foreign exchange swaps executed for monetary policy purposes consist of simultaneous 

spot and forward transactions of the euro against foreign currency. More specifically, they 

represent operations where the Bank buys (or sells) euro spot against a foreign currency 

and, at the same time, sells (or buys) it back in a forward transaction at a specified 

repurchase date.  

 

The operational features of foreign exchange swaps are: 

¶ They can take the form of liquidity-providing or liquidity-absorbing operations; 

¶ Their frequency is not standardised; 

¶ Their maturity is not standardised; 
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¶ They are executed through quick tenders or bilateral procedures (as specified in 

Chapter 7); 

¶ They are normally executed in a decentralised manner by NCBs (the Governing 

Council of the ECB can decide that, under exceptional circumstances, bilateral foreign 

exchange swaps may be executed by the ECB); and 

¶ The Eurosystem may select a limited number of counterparties to participate in foreign 

exchange swap operations (as specified in Chapter 2). 

 

As a rule, the Eurosystem operates only in widely traded currencies and in accordance with 

standard market practice. In each foreign exchange swap operation, the Bank and the 

counterparties agree on the swap points for the transaction. The swap points are the 

difference between the exchange rate of the forward transaction and the exchange rate of 

the spot transaction. The swap points of the euro vis-à-vis the foreign currency, are quoted 

according to general market conventions. The exchange rate terms of foreign exchange 

swaps are explained in Table 3.1. Numerical examples of such swaps can be seen in 

Chapter 7, Annex 7A, examples 4 and 5.  
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Table 3.1: Foreign Exchange Swaps  

 

S = spot (at the transaction date of the foreign exchange swap) of the exchange rate between 

the euro (EUR) and a foreign currency ABC 

                                                            S = x x ABC 

                                                                  1  x EUR 
                                                                 

FM = forward exchange rate between the euro and a foreign currency ABC at the    

         repurchase date of the swap (M)  

                                                          FM = y x ABC      

                                                                 1 x EUR 
 

æM = forward points between the euro and the foreign currency ABC at the repurchase  

         date of the swap (M) 

                                                         æM= FM ï S  

 

N(.) = spot amount of currency; N (.)M  is the forward amount of currency: 

                                   N(ABC) = N(EUR) x  S            or N(EUR) = N(ABC) 

                                                                                                                 S 
 

                        N(ABC)M = N(EUR M) x  F M            or N(EUR M) = N(ABC)M 

                                                                                                                 F M 

 

c) Collection of fixed-term deposits  

The Eurosystem may invite counterparties to place remunerated fixed-term deposits with 

the Bank. The collection of fixed-term deposits is envisaged only for fine-tuning purposes 

in order to absorb liquidity in the market.  

 

The deposits accepted from counterparties are for a fixed term and with a fixed rate of 

interest. No collateral is given by the Bank in exchange for the deposits.  

The interest rate applied to deposits is a simple interest rate with the day-count convention 

of actual/360. Interest is paid on maturity of the deposit.  

The operational features for the collection of fixed-term deposits can be summarised as 

follows: 

¶ The deposits are collected in order to absorb liquidity; 

¶ The frequency with which deposits are collected is not standardised; 

¶ The maturity of the deposits is not standardised; 
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¶ The collection of deposits is normally executed through quick tenders, although the 

possibility of using bilateral procedures is not excluded (as specified in Chapter 7); 

¶ The collection of deposits is normally executed in a decentralised manner by NCBs 

(the Governing Council of the ECB can decide that, under exceptional circumstances, 

the bilateral collection of fixed-term deposits
7
 may be executed by the ECB); and 

¶ The Eurosystem may select, in accordance with the criteria set out in Chapter 2, a 

limited number of counterparties from which to collect fixed-term deposits. The list of 

such counterparties is reviewed annually based on information regarding their 

performance during the previous year.   

 

3.4 Structural Operations 

Structural operations are executed whenever the ECB wishes to adjust the structural 

position of the Eurosystem vis-à-vis the financial sector.  

Structural operations are executed in the form of: 

a) Reverse transactions; 

b) The issuance of ECB debt certificates; or  

c) Outright transactions.  

 

a) Structural reverse operations  

The Eurosystem can execute structural operations in the form of reverse open market 

transactions, aimed at adjusting the structural position of the Eurosystem vis-à-vis the 

financial sector. The operational features of these operations can be summarised as 

follows: 

¶ They are liquidity-providing operations; 

¶ Their frequency can be regular or non-regular; 

¶ Their maturity is not standardised a priori;  

¶ They executed through standard tenders (as specified in Chapter 7); 

¶ All counterparties fulfilling the general eligibility criteria (as specified in Chapter 2) 

may submit tender bids for structural reverse operations; and  

¶ Marketable and non-marketable assets (as specified in Chapter 6) are eligible as 

underlying assets for structural reverse operations.  

 

                                                 
7
   Fixed-term deposits are held on accounts with the NCBs and this would be the case even if such 

operations were to be executed in a centralised manner by the ECB. 
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b) Issuance of ECB Debt Certificates 

The ECB may issue ECB debt certificates
8
 with the aim of adjusting the structural position 

of the Eurosystem vis-à-vis the financial sector so as to create (or enlarge) a liquidity 

shortage in the market.  

 

ECB debt certificates constitute a debt obligation of the ECB vis-à-vis the holder of the 

certificate. They are issued and held in book-entry form in securities depositories in the 

euro area. The ECB does not impose any restrictions on the transferability of the debt 

certificates. Further provisions related to ECB debt certificates will be contained in the 

terms and conditions for such certificates.  

 

ECB debt certificates are issued at a discount, i.e. they are issued at below the nominal 

amount and are redeemed at maturity at the nominal amount. The difference between the 

issue amount and the redemption amount equals the interest accrued on the issue amount, 

at the agreed interest rate, over the maturity of the certificate. The interest rate applied is a 

simple interest rate based on the day-count convention ñactual/360ò. The calculation of the 

issue amount is as follows: 

The issue amount is: PT = N ×     1___ 

                                                 1+ r1 ×  D 

                                                       36,000 

 

where: 

N = nominal amount of the ECB debt certificate 

r1 =  interest rate (in %) 

D = maturity of the ECB debt certificate (in days) 

PT = discounted issue amount of the ECB debt certificate  

 

The operational features of the issuance of ECB debt certificates can be summarised as 

follows: 

¶ The certificates are issued in order to absorb liquidity from the market; 

¶ The certificates can be issued on a regular or non-regular basis; 

¶ The certificates have a maturity of less than 12 months; 

¶ The certificates are issued through standard tenders (as specified Chapter 7) by the 

Bank on behalf of the ECB; 

¶ All counterparties fulfilling the general eligibility criteria (as specified in Section 2) 

may submit bids for the subscription of ECB debt certificates.  

                                                 
8
 ECB Debt Certificates will be issued under the laws of the Federal Republic of Germany.  
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c) Outright transactions  

Outright open market operations refer to operations where the Bank buys or sells eligible 

assets outright in the market.  

 

An outright transaction implies a full transfer of ownership from the seller to the buyer 

with no connected reverse transfer of ownership. The transactions are executed in 

accordance with the market conventions for the debt instrument used in the transaction.  

 

In the calculation of prices, the Bank acts in accordance with the most widely accepted 

market convention for the debt instruments used in the transaction.  

The operational features of outright transactions can be summarised as follows: 

¶ They can take the form of liquidity-providing (outright purchase) or liquidity-absorbing 

(outright sale) operations; 

¶ Their frequency is not standardised; 

¶ They are executed through bilateral procedures (as specified in Chapter 7); 

¶ They are normally executed in a decentralised manner by the NCBs (the Governing 

Council of the ECB can decide that, under exceptional circumstances, outright 

transactions may be executed by the ECB); 

¶ No restrictions are placed a priori on the range of counterparties to outright 

transactions; 

¶ Only marketable debt instruments (as specified in Chapter 6) are used as underlying 

assets in outright transactions.  
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Chapter 4: Standing Facilities  

 

Counterparties may use standing facilities to obtain overnight liquidity from the Bank or to 

make overnight deposits with the Bank. The rates of interest on liquidity credit and on 

overnight deposits are set in advance by the ECB.  

 

4.1 Marginal Lending Facility  

Counterparties may use the marginal lending facility at the Bank to obtain overnight 

liquidity at a pre-specified interest rate against the provision of eligible assets (as specified 

in Chapter 6). The facility is intended to satisfy counterpartiesô temporary liquidity needs. 

Under normal circumstances, the interest rate on the facility provides a ceiling for the 

overnight market interest rate. The terms and conditions of the facility are identical 

throughout the euro area.  

 

The Bank will provide liquidity under the marginal lending facility in the form of 

collateralised loans as specified in Chapter 6, Section 6.7.   

 

Institutions fulfilling the general counterparty eligibility criteria specified in Chapter 2, 

may access the marginal lending facility. Access to the marginal lending facility is granted 

only on days when TARGET2
9
 is operational

10
. On days when the SSSs are not 

operational, access to the marginal lending facilities is granted on the basis of underlying 

assets which have already been pre-deposited with the Bank.  

 

At the end of each business day, counterpartiesô debit positions on their reserve 

requirement account with the Bank are automatically considered to be a request for 

recourse to the marginal lending facility.  

 

A counterparty may be granted access to the marginal lending facility by sending a request 

to the Bank. The request is to be made to the Bankôs Payment Systems Office by SWIFT 

                                                 
9
 Malta joined TARGET2 on the launching of this system on 19 November 2007. Since 19 May 2008, the 

decentralised technical infrastructure of TARGET has been replaced by TARGET2. TARGET 2 consists of 

the single shared platform (through which all payment orders are submitted and processed and through 

which payments are received in the same technical manner) and, while applicable, the proprietary home 

accounting systems of NCBs.   
10

 In addition, access to the marginal lending facility is only granted to counterparties with access to an 

account with the NCB where the transaction can be settled, for example in the single shared platform of 

TARGET2.  
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free-format or by fax on +356 21 247 487 backed by a fax call-back. For the Bank to 

process the request on the same day, the request must be normally received by the Bank 

not later than 15 minutes after the closing time for the TARGET2 system
11,12

.  

 

As a general rule, the closing time for the TARGET2 system is 6 p.m. The deadline for the 

request on the last Eurosystem business day of a reserve maintenance period is 30 minutes 

after the closing time of the TARGET2 system.  

  

Apart from the requirement to present sufficient underlying eligible assets, there is no limit 

to the amount of funds that can be advanced under the marginal lending facility.  

 

The maturity of credit extended under the facility is overnight. For counterparties 

participating directly in TARGET2, the credit is repaid on the next day on which (i) 

TARGET2; and (ii) the relevant SSSs are operational, at the time at which those systems 

open.  

 

The interest rate on the marginal lending facility is announced in advance by the 

Eurosystem and is calculated as a simple interest rate with the óactual/360ô day-count 

convention. The ECB may change the interest rate at any time, effective, at the earliest, 

from the following Eurosystem business day
13,14

. Interest under the facility is payable with 

the repayment of the credit.  

 

Access to the marginal lending facility is granted only in accordance with the objectives 

and general monetary policy considerations of the ECB. The ECB may revise the 

conditions of the facility or suspend its operations at any time. 

 

 

 

                                                 
11

 TARGET2 closing days are announced on the ECBôS website www.ecb.europa.eu  
12

 In some Member States, the NCB or some of its branches may nor be open for the purpose of conducting 

monetary policy operations on certain Eurosystem business days due to national or regional holidays. In 

such cases, the NCB is responsible for informing the counterparties in advance of the arrangements to be 

made for access to the marginal lending facility on the bank holiday.  
13

 Throughout this document, the term ñEurosystem business dayò refers to any day on which the ECB and 

at least one national central bank are open for the purpose of conducting Eurosystem monetary policy 

operations.  

http://www.ecb.europa.eu/
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4.2 Deposit Facility  

Counterparties can use the deposit facility to make overnight deposits with the Bank. The 

deposits are remunerated at a pre-specified interest rate. Under normal circumstances, the 

interest rate on the facility provides a floor for the overnight market interest rate.   

 

The terms and conditions of the deposit facility are identical throughout the euro area. No 

collateral is given to counterparties in exchange for the deposits.   Institutions fulfilling the 

general counterparty eligibility criteria specified in Chapter 2, may access the deposit 

facility. Access to deposit facility is granted only on days when TARGET2 is open
15

.  

 

At any time during the business day, counterparties may access the deposit facility by 

submitting a request to the Bank. The request is to be made to the Bankôs Payment 

Systems Office by SWIFT free-format or by fax on +356 21 247 487 backed by a fax call-

back.  For the Bank to process the request on the same day, the request must be normally 

received by the Bank not later than 15 minutes after the closing time for the TARGET2 

system. The deadline for the request on the last Eurosystem business day of a reserve 

maintenance period is 30 minutes after the closing time of the TARGET2 system.  

 

There is no limit to the amount a counterparty may deposit under the facility.  

 

The maturity of deposits under the facility is overnight. For counterparties participating 

directly in TARGET2, deposits held under the facility mature on the next day on which 

TARGET2 is operational, at the time at which the system opens.   

 

The interest rate on the overnight deposit facility is announced in advance by the 

Eurosystem and is calculated as a simple interest rate with the óactual/360ô day-count 

convention. The ECB may change the interest rate at any time, effective, at the earliest, 

from the following Eurosystem business day
16

.  Interest on the deposits is payable on 

maturity of the deposits.  

 

                                                                                                                                                  
14

 The Governing Council usually decides on interest rate changes when assessing its monetary policy 

stance at its first meeting of the month. Usually such decisions become effective only from the beginning of 

the new reserve maintenance period.  
15

 In addition, access to the deposit facility is only granted to counterparties with access to an account with 

the NCB where the transaction can be settled, for example in the single shared platform of TARGET2. 
16

 See footnote 15. 
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Access to the facility is granted only in accordance with the objectives and general 

monetary policy considerations of the ECB. The ECB may adapt the conditions of the 

facility or suspend it at any time.  
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Chapter 5: Minimum Reserves  

 

The Eurosystemôs minimum reserve system is based on the Council Regulation (EC) 

concerning the application of minimum reserves by the European Central Bank and the 

ECB Regulation on minimum reserves (see Annex 5A).  

 

5.1 General Considerations  

The ECB requires credit institutions to hold minimum reserves with the Bank within the 

framework of the Eurosystemôs minimum reserve system. The legal framework for this 

system is laid down in Article 19 of the Statute of the ESCB, Council Regulation (EC) No 

2531/98 of 23 November 1998 concerning the application of minimum reserves by the 

European Central Bank
17

 and Regulation (EC) No 1745/2003 of the European Central 

Bank on the application of minimum reserves (ECB/2003/9)
18

. The terms and conditions of 

the Eurosystemôs minimum reserve system are uniform throughout the euro area.  

 

The amount of minimum reserves to be held by each institution is determined in relation to 

its reserve base. The Eurosystemôs minimum reserve system enables counterparties to 

make use of the averaging provisions, implying the compliance with reserve requirements 

is determined on the basis of the average of the end-of-calendar-day balances on the 

counterpartiesô reserve accounts over a maintenance period.  

 

The Eurosystemôs minimum reserve system primarily pursues the following monetary 

functions: 

¶ Stabilisation of money-market interest rates  

The averaging provision of the Eurosystemôs minimum reserve system aims to contribute 

to the stabilisation of money-market interest rates by giving institutions an incentive to 

smooth the effects of temporary liquidity fluctuations.  

 

 

 

 

 

 

 

                                                 
17

 See Annex 5A.1  
18

 See Annex 5A.2 
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¶ Creation or enlargement of a structural liquidity shortage  

The Eurosystemôs minimum reserve system contributes to creating or enlarging a structural 

liquidity shortage. This may be helpful in order to improve the ability of the Eurosystem to 

operate efficiently as a supplier of liquidity.  

 

5.2 Institutions Subject to Minimum Reserves  

Pursuant to Article 19.1 of the Statute of the ESCB, the ECB requires credit institutions 

established in Member States to hold minimum reserves. This implies that branches in the 

euro area of credit institutions not incorporated in the euro area are also subject to the 

Eurosystemôs minimum reserve system. However, branches established outside the euro 

area of credit institutions incorporated in the euro area are not subject to this system.  

 

The ECB establishes and maintains a list of institutions subject to the Eurosystemôs 

minimum reserve system. The list is available to the public on the websites of the Bank, 

www.centralbankmalta.org and of the ECB, www.ecb.europa.eu. The ECB also makes 

public a list of any institutions exempt from their obligations under this system for reasons 

other than their being subject to reorganisation measures or the freezing of funds and/or 

other measures imposed by the EU under Article 75 of the Treaty or by a Member State 

restricting the use of their funds or in respect of which the ECBôs Governing Council 

issued a decision suspending or excluding their access to open market operations or the 

Eurosystemôs standing facilities.  This list is also available on the ECBôs website 

(www.europa.eu).  

 

5.3 Institutions exempted from Minimum Reserves  

Institutions are automatically exempted from reserve requirements from the start of the 

maintenance period within which their authorisation is withdrawn or surrendered, or within 

which a decision to submit the institution to winding-up proceedings is taken by a judicial 

authority or any other competent authority of a participating Member State. According to 

Council Regulation (EC) No 2531/98 and ECB Regulation ECB/2003/9, the ECB may also 

exempt institutions from their obligations under the Eurosystemôs minimum reserve system 

on a non-discriminatory basis if they are subject to reorganisation measures or the freezing 

of funds and/or other measures imposed by the EU under Article 75 of the Treaty or by a 

Member State restricting the use of their funds or in respect of which the ECBôs Governing 

Council has issued a decision suspending or excluding their access to open market 

operations or the Eurosystemôs standing facilities, or if the purposes of the Eurosystemôs 

http://www.centralbankmalta.com/
http://www.ecb.int/
http://www.europa.eu/
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minimum reserve system would not be met by imposing   these obligations on those 

particular institutions. If its decision on any such exemption is based on the purposes of the 

Eurosystemôs minimum reserve system, the ECB takes into account one or more of the 

following criteria: 

¶ The institution is authorised to pursue special-purpose functions only; 

¶ The institution is prohibited from exercising active banking functions in competition 

with other credit institutions; and/or  

¶ The institution is under a legal obligation to have all its deposits earmarked for 

purposes related to regional and/or international development assistance.  

 

5.4 Determination of the Minimum Reserves  

5.4.1 Reserve Base and the Reserve Ratios 

The reserve base and reserve ratios of an institution are defined in relation to liabilities of 

its balance sheet. The balance sheet data are reported to the Bank within the general 

framework of the ECBôs money and banking statistics (see Annex 5B). In terms of this 

reporting framework, institutions may be deemed by the Bank to be subject to full 

reporting requirements or may be given a derogation as ñtail institutionsò and be subject to 

less reporting requirements. For institutions subject to full reporting requirements, balance 

sheet data referring to the end of a given calendar month are used to determine the reserve 

base for the maintenance period starting in the calendar month two months later. For 

example, the reserve base calculated from the balance sheet at the end of February would 

be used to calculate the reserve requirements to be fulfilled by counterparties in the 

maintenance period beginning in April.  

 

Institutions which are deemed by the Bank to qualify for a derogation as ñtail institutionsò 

in terms of Article 2(2) of Regulation ECB/2001/13 only need to report a limited set of 

balance sheet data on a quarterly basis (as end-of-quarter) and with a reporting deadline 

which is longer than that set for the other institutions. For these institutions, balance sheet 

data reported for a specific quarter are used to determine, with a lag of two months, the 

reserve base for the consecutive three reserve maintenance periods. For example, the 

balance sheet of the end of the first quarter ï March ï would be valid for the calculation of 

the reserve base for the maintenance periods beginning in June, July and August. 
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Currently the Bank deems all credit institutions established in Malta to be subject to the 

full reporting requirements.  

 

According to Council Regulation (EC) No 2531/98 of 23 November 1998 the ECB is 

entitled to include liabilities resulting from the acceptance of funds together with liabilities 

resulting from off-balance sheet items in the reserve base of institutions. In the 

Eurosystemôs minimum reserve system, the reserve base comprises liability categories 

ñdepositsò and ñdebt securities issuedò (see Table 5.1 below). Liabilities vis-à-vis other 

institutions included in the list of institutions subject to the Eurosystemôs minimum reserve 

system and liabilities vis-à-vis the ECB and the participating national central banks are not 

included in  the reserve base. In this respect, for the liability category ñdebt securities 

issuedò, credit institutions that have issued such securities need to be able to prove the 

actual amount of those instruments held by other institutions subject to the Eurosystemôs 

minimum reserve system in order to be entitled to deduct them from the reserve base. If 

such proof cannot be presented, such issuers may apply a standardised deduction of a fixed 

percentage
19

 to these balance sheet items. Currently, this fixed percentage stands at 30%.  

 

The reserve ratios are determined by the ECB subject to the maximum limit specified in 

Council Regulation (EC) No 2531/98 of 23 November 1998. The ECB applies a uniform 

non-zero reserve ratio to most of the items included in the reserve base. Currently, this 

ratio stands at 2%. This reserve ratio is specified in Regulation ECB/2003/9. The ECB sets 

a zero reserve ratio on the following liability categories: deposits with an agreed maturity 

of over two years, deposits redeemable at notice of over two years, repos and debt 

securities with an agreed maturity of over two years (See item B of table 5.1 below). The 

ECB may at any time change the reserve ratios. Changes in reserve ratios are announced 

by the ECB in advance of the first maintenance period for which the change is effective.  

 

 

 

 

 

 

                                                 
19

 See Regulation (EC) No.1745/2003 of the European Central Bank of 12 September 2003 on the 

application of minimum reserves (ECB/2003/9). Further information relating to the standardised deduction 

ratio can be found on the ECBôs website (www.ecb.europa.eu).  

http://www.ecb.int/
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Table 5.1: Reserve Base and Reserve Ratios  

A. Liabilities included in the reserve base and to which the positive reserve ratio is 

applied  

Deposits*  

¶ Overnight deposits 

¶ Deposits with agreed maturity up to and including two years 

¶ Deposits redeemable at notice up to and including two years 

Debt securities issued  

¶ Debt securities with an original maturity of up to and including two years 

 

 

B. Liabilities included in the reserve base and to which a zero reserve ratio is applied  

Deposits*   

¶ Deposits with agreed maturity of over two years 

¶ Deposits redeemable at notice of over two years 

¶ Repos  

Debt securities issued  

¶ Debt securities with an original maturity of over two years 

 

C. Liabilities excluded from the reserve base  

¶ Liabilities vis-à-vis other institutions subject to the Eurosystemôs minimum reserve 

system  

¶ Liabilities vis-à-vis the ECB and the participating national central banks  
*Regulation (EC) No 25/2009  of the European Central Bank of 19 December 2008, amending Regulation concerning the 

consolidated balance sheet of the monetary financial institutions sector (Recast) (ECB/2008/32) (OJ L 15, 20.1.2009, 

p.14) explicitly requires the reporting of deposit liabilities at nominal value. Nominal value means the amount of 

principal that a debtor is contractually obliged to repay to a creditor. This amendment had become necessary because 

Council Directive 86/635/EEC of 8 December 1986 on the annual accounts and the consolidated accounts of banks and 

other financial institutions (OJ L372, 31.12.1986, p.1) had been amended to the effect that certain financial instruments 

could be priced at fair value.  

 

5.4.2 Calculation of Reserve Requirements  

The reserve requirement of each institution is calculated by applying, to the amount of 

eligible liabilities, the reserve ratios for the corresponding categories of liabilities. An 

allowance of ú100,000 is deducted from the institutionôs reserve requirement in each 

Member State in which it has an establishment. The granting of such an allowance shall be 

without prejudice to the legal obligations of institutions subject to the Eurosystemôs 

minimum reserve system
20

.  

 

The reserve requirement for each maintenance period is rounded to the nearest euro.  

 

                                                 
20

 For institutions allowed to report statistical data as a group on an aggregated basis according to the 

provisions of the reporting framework for the ECBôs money and banking statistics (see Annex 5B), only 

one such allowance will be granted to the group as a whole, unless institutions provide data on the reserve 

basis and reserve holdings in a sufficiently detailed manner to enable the Eurosystem to verify their 
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5.5 Maintenance of Reserve Holdings 

5.5.1 Maintenance Period 

The ECB publishes a calendar of the reserve maintenance periods at least three months 

before the start of each year
21

. The maintenance period begins on the settlement day of the 

first main refinancing operation following the meeting of the Governing Council at which 

the monthly assessment of monetary policy stance is pre-scheduled. Under special 

circumstances, the published calendar may be amended, depending among other things, in 

changes in the schedule of Governing Council meetings.   

 

 

5.5.2 Reserve Holdings  

Each credit institution established in Malta (including local branches of institutions 

established abroad) must hold its minimum reserves on a reserve account with the Bank. 

The daily reserve holding of an institution is calculated as the end-of-day balance on its 

reserve account.  

 

In the case of institutions with more than one establishment in Malta, the head office is 

responsible for fulfilling the aggregate minimum reserves of all the domestic 

establishments of such institutions. If an institution with no head office in Malta has more 

than one establishment in Malta, it has to designate a principal branch to be responsible for 

fulfilling the aggregate minimum reserve requirements of all its local establishments in 

Malta.  

 

A resident credit institution may apply to the Bank for permission to hold its minimum 

reserves indirectly through an intermediary. The possibility of holding minimum reserves 

through an intermediary is as a rule, restricted to institutions which are constituted so that 

part of the administration (e.g. treasury management) is normally affected by an 

intermediary. The holding of minimum reserves through an intermediary is subject to the 

provisions specified in the ECB Regulation on minimum reserves (ECB/2003/9).  

 

 

                                                                                                                                                  
accuracy and quality and to determine the relevant reserve requirement of each individual institution 

included in the group.   
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5.5.3 Remuneration of Reserve Holdings  

Holdings of required reserves are remunerated at the average, over the maintenance period, 

of the ECBôs rate (weighted according to the number of calendar days) on the main 

refinancing operations, according to the formula specified in Table 5.2 below. Reserve 

holdings exceeding the required reserves are not remunerated. The remuneration is paid on 

the Bankôs second business day following the end of the maintenance period over which 

the remuneration was earned.  

 

Table 5.2: Calculation of Remuneration of Holdings of Required Reserves  

The holding of required reserves is remunerated according to the following formula: 

Rt = Ht·ntȚr 
 

 

                                                              rt= 

 

 

Rt = remuneration to be paid on holdings of required reserves for the maintenance period t  

Ht = average daily holdings of required reserves for the maintenance period t 

nt = number of calendar days in the maintenance period t  

rt = rate of remuneration of holdings of required reserves for the maintenance period t 

Standard rounding of the remuneration rate to two decimals shall be applied  

i = ith calendar day of the maintenance period t  

MRi = marginal interest rate of the most recent refinancing operation settled on or before 

calendar day i.   

 

 5.6 Reporting, Acknowledgment and Verification of the Reserve Base 

The reserve base items for the application of minimum reserves are calculated by the 

institutions subject to minimum reserves themselves and are reported to the Bank within 

the general framework of the ECBôs money and banking statistics. Article 5 of Regulation 

(EC) No 1745/2003 of the European Central Bank of 12 September 2003 on the 

application of minimum reserves (ECB/2003/9) defines procedures for the notification and 

acknowledgement of the reserve base and the reserve requirement of the institution.  

                                                                                                                                                  
21

 The calendar is normally announced in an ECB press release, to be founded on the ECBôs website 

(www.ecb.europa.eu). In addition, such as calendar is published in the Official Journal of the European 

100Ț360 
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nt 

http://www.ecb.int/
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The procedure for the notification and verification of an institutionôs minimum reserve 

requirement is as follows. The Bank has the responsibility to calculate each institutionôs 

reserve requirement for each maintenance period. Revisions to the data on which the 

reserve requirement will be calculated will only be accepted by the Bank from the 

counterparty, six working days before the start of the maintenance period. The Bank will 

notify the counterparty with the minimum reserve calculation by not later than three 

working days before the start of the maintenance period. The counterparty will then 

confirm the calculated minimum reserve at the latest by 10.00 am one working day before 

the start of the maintenance period. If the counterparty does not confirm the amount of the 

minimum reserve by the stipulated time, it shall be deemed to have acknowledged the 

amount of the minimum reserve as calculated by the Bank. The Bank publishes an 

indicative annual calendar for minimum reserve requirements procedures, indicating the 

time limits for notification and acknowledgement of data relevant to minimum reserves for 

the implementation of the procedures mentioned above. This calendar is available on the 

Bankôs website (www.centralbankmalta.org).  Counterparties should communicate with 

Manager, Statistics Office for any reporting related to the minimum reserve requirement on 

+356 2550 4404.  

 

For institutions that are allowed to act as intermediaries for indirect reserve holdings of 

other institutions, special reporting requirements are specified in Regulation ECB/2003/9. 

The holding of reserves through an intermediary does not change the statistical reporting 

obligations of institutions holding reserves via an intermediary.  

 

The ECB and the national central banks have the right, within the scope of Council 

Regulation (EC) No2531/98, to verify the accuracy and quality of collected data.  

 

5.7 Non-Compliance with Minimum Reserve Obligations  

Non-compliance with the minimum reserve obligations arises if an institutionôs average 

end-of-calendar-day balance on its reserve account over the maintenance period is less than 

its reserve requirement for the corresponding maintenance period.  

 

                                                                                                                                                  
Union and on the Bankôs website (www.centralbankmalta.org).  

http://www.centralbankmalta.com/
http://www.centralbankmalta.com/
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Where an institution fails to comply with all or part of the reserve requirement, the ECB 

may, in accordance with the Council Regulation (EC) No 2531/98 of 23 November 1998 

concerning the application of minimum reserves, impose any one of the following 

sanctions: 

i) Payment of up to 5 percentage points above the Marginal Lending Rate applied to the 

amount of reserve requirement which the relevant institution failed to provide; or 

ii) A payment of up to two times the Marginal Lending Rate, applied to the amount of the 

reserve requirement which the relevant institution failed to provide; or  

iii) The requirement for the relevant institution to establish non-interest bearing deposits 

with the ECB or the Bank up to 3 times the amount of reserve requirement which the 

relevant institution failed to provide. The maturity of the deposit may not exceed the period 

during which the institution failed to comply with the reserve requirement.  

 

Where an institution fails to comply with other obligations under ECB regulations and 

decisions related to the Eurosystem minimum reserve system (e.g. if relevant data are not 

transmitted in time or are not accurate), the ECB is empowered to impose sanctions in 

accordance with Council Regulation (EC) No 2532/98 of 23 November 1998 concerning 

the powers of the European Central Bank to impose sanctions and the ECB Regulation of 

23 September 1999 on the powers of the ECB to impose sanctions (ECB/1999/4). The 

Executive Board of the ECB may specify and publish the criteria according to which it will 

apply the sanctions provided for in Article 7(1) of Council Regulation (EC) No 2531/98 of 

23 November 1998 on the application of minimum reserves by the ECB.  

 

In addition, in the case of serious infringements of the minimum reserve requirements, the 

Eurosystem may suspend counterpartiesô participation in open market operations.    

 

An example of the calculation of financial penalties for-non compliance with minimum 

reserve requirements is found in Annex 5 C. 

 

 

 

 

 

 

 

 

 

 



Central Bank of Malta Documentation on Monetary Policy Instruments and Procedures                        

 44 

 

Chapter 6: Eligible Assets  

 

Article 18.1 of the Statute of the ESCB requires all Eurosystem credit operations to be 

based on adequate collateral. Consequently, all Eurosystem liquidity-providing operations 

are based on underlying assets provided by the counterparties either in the form of transfer 

of ownership of assets (in the case of outright transactions or repurchase agreements), or in 

the form of a pledge, assignment or charge granted over relevant assets (in the case of 

collateralised loans).
22

  

 

With the aim of protecting the Eurosystem from incurring losses in its monetary policy 

operations and of ensuring the equal treatment of counterparties, as well as of enhancing 

operational efficiency and transparency, underlying assets have to fulfil certain criteria in 

order to be eligible for Eurosystem monetary policy operations. The Eurosystem has 

developed a single framework for eligible assets common to all Eurosystem credit 

operations. This single framework also referred to as the ñ|Single Listò came into effect on 

1 January 2007 and replaced the tier-two system which had been in place form the start of 

stage three of economic and monetary union
23

.  

 

The Single List framework comprises two distinct classes ï marketable assets and non-

marketable assets. No distinction is made between the two asset classes with regard to the 

quality of the assets and their eligibility for the various types of Eurosystem monetary 

policy operations, except that non-marketable assets are not used by the Eurosystem for 

outright transactions. The assets eligible for Eurosystem monetary policy operations can 

also be used as collateral for intraday credit.  

 

For the purpose of ensuring that the marketable and non-marketable assets meet the same 

standards, the Eurosystem credit assessment framework (ECAF) has been set up which 

relies on different credit assessment sources. The procedures and rules establishing and 

                                                 
22

 Liquidity-absorbing outright and reverse open market operations are also based on underlying assets. For 

underlying assets used in liquidity-absorbing reverse open market operations, the eligibility criteria are 

identical to those applied for underlying assets used in liquidity-providing reverse open market operations. 

However, no valuation haircuts are applied in liquidity-absorbing operations.  
23

 French fonds communs de créances (FCCs) that were incorporated in the tier one list and issued prior to 1 

May 2006 will remain eligible for a transitional period until 31 December 2008. FCCs issued from 1 May 

2006 are not eligible.   
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controlling the Eurosystemôs requirements of ñhigh credit standardsò for all eligible 

collateral are specified in Section 6.2. The risk control measures and valuation principles  

for underlying assets are set out in Sections 6.3 and 6.4. Eurosystem counterparties may 

also use eligible assets on a cross-border bases as outlined in Section 6.5.   

 

The European Central Bank daily posts on its website a list of eligible marketable assets 

(https://mfi-assets.ecb.int/dla_EA.htm). The publicly published list of eligible assets does 

not include marketable assets issued by non-financial corporations which do not have a 

credit rating for the issue, issuer or guarantor from an external credit assessment institution 

(ECAI). For these debt instruments, their eligibility is dependent on the credit assessment 

of the credit assessment source chosen by the respective counterparty in accordance with 

the ECAF rules applicable to credit claims as specified in Section 6.2.2.  

For non-marketable assets, the ECB publishes neither a list of eligible assets nor a list of 

eligible debtors/guarantors.  

 

The Eurosystem shall only provide counterparties with advice regarding eligibility as 

Eurosystem collateral if already issued marketable assets or outstanding non-marketable 

assets are submitted to the Eurosystem as collateral. There shall thus be no pre-issuance 

advice.   

 

6.1 Eligibility Criteria for Assets  

 

6.1.1 Eligibility Criteria for Marketable Assets 

The Bank accepts as collateral in its credit operations marketable debt instruments that 

fulfil the eligibility criteria laid down in this section.  

 

Debt certificates issued by the ECB and all debt certificates issued by national central 

banks of the Eurosystem prior to euro adoption in the respective member states are 

eligible.  

 

To determine the eligibility of other marketable assets, the following eligibility criteria are 

applied: 

 

 

https://mfi-assets.ecb.int/dla_EA.htm
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6.1.1.1 Type of asset  

It must be a debt instrument which: 

(a) has a fixed, unconditional principal amount
24

. 

(b) has a coupon that cannot result in a negative cash flow. In addition, the coupon 

should be one of the following: (i) a zero coupon; (ii) a fixed rate coupon; or (iii) a 

floating rate coupon linked to an interest rate reference. The coupon may be linked 

to a change in the rating of the issuer itself. Furthermore, inflation-indexed bonds 

are also eligible.  

(c) is not subordinated; That is debt instruments must not afford rights to the principal 

and/or the interest that are subordinated to the rights of the holders of other debt 

instruments of the same issuer.  

 

These features must be maintained until the redemption of the obligation.  

 

Features of Asset-Backed Securities  

Requirement (a) above does not apply to asset-backed securities, with the exception of 

bonds issued by credit institutions in accordance with the criteria set out in Article 22(4) of 

the UCITS Directive
25

 (referred to as ócovered bank bondsô). The Eurosystem assesses the 

eligibility of asset-backed securities, except covered bank bonds by the following criteria: 

The cash flow-generating assets backing the asset-backed securities must fulfil the 

following requirements: 

(a) the acquisition of such assets must be governed by the law of an EU Member State; 

(b) they must be acquired from the originator or an intermediary by the securitisation 

special-purpose vehicle in a manner which the Eurosystem considers to be a ñtrue 

saleò that is enforceable against any third party, and be beyond the reach of the 

originator and its creditors, or the intermediary and its creditors, including in the 

event of the originatorôs insolvency;  

(c) they must be originated and sold to the issuer by an originator or, if applicable, an 

intermediary incorporated in the EEA; 

                                                 
24

 Bonds with warrants or other similar rights attached are not eligible.  
25

 Council Directive 85/611/EEC of 20 December 1985 on the coordination of laws, regulations and 

administrative provisions relating to undertakings for collective investment in transferable securities 

(UCITS) (OJ L 375 of 31 December 1985, page 3), as last amended by Directive 2005/1/EC (OJ L 79 of 24 

March 2005, page 9).   
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(d) they must not consist, in whole or in part, actually or potentially, of tranches of 

other asset-backed securities
26

. In addition, they must not consist, in whole or in 

part, actually or potentially, of credit-linked notes, swaps or other derivatives 

instruments
27

 or synthetic securities
28

; and  

(e) if they are credit claims, the obligors and the creditors must be incorporated (or, if 

natural persons, resident) in the EEA and, if relevant, the related security must be 

located in the EEA. The law governing those credit claims must be the law of an 

EEA country. If they are bonds, the issuers must be incorporated in the EEA, they 

must be issued in an EEA country under the law of an EEA country and ant related 

security must be located in the EEA.
29

  

 

In cases where originators or, if applicable, intermediaries, were incorporated in the euro 

area, or in the United Kingdom, the Eurosystem has verified that there were no severe 

clawback provisions in those jurisdictions. If the originator or, if applicable, the 

intermediary, is incorporated in another EEA country, the asset-backed securities can only 

be considered eligible if the Eurosystem ascertains that its rights would be protected in an 

appropriate manner against claw back provisions considered relevant by the Eurosystem 

under the law of the relevant EEA country. For this purpose, an independent legal 

assessment in a form acceptable to the Eurosystem must be submitted setting out the 

applicable clawback rules in the country, before the asset-backed securities can be 

considered eligible
30

. To decide whether its rights are adequately protected against claw 

back rules, the Eurosystem may require other documents, including a solvency certificate 

from the transferee, for the suspect period. Claw back rules which the Eurosystem 

considers to be severe and therefore not acceptable include rules whereby the sale of 

underlying assets can be invalidated by the liquidator solely on the basis that it was 

concluded within a certain period (suspect period) before the declaration of insolvency of 

                                                 
26

 This requirement does not exclude asset-backed securities where the issuance structure includes two 

special purpose vehicles and the ótrue saleô requirement is met in respect of those special-purpose vehicles 

so that the debt instruments issued by the second special-purpose vehicle are directly or indirectly backed 

by the original pool of assets and all cash flows from the cash flow generating assets are transferred from 

the first to the second special-purpose vehicle. .  
27

 This restriction does not encompass swaps used in asset-backed securities transactions strictly for 

hedging purposes.  
28

 Asset-backed securities which are on the list of eligible marketable assets as of 10 October 2010 are 

exempted from this requirement and remain eligible until 9 October 2011.  
29

 Asset-backed securities which are on the list of eligible marketable assets as of 10 October 2010 are 

exempted from this requirement and remain eligible until 9 October 2011.  
30

 Asset-backed securities which are on the list of eligible marketable assets as of 10 October 2010  are 

exempted from this requirement and remain eligible until 9 October 2011.   
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the seller (originator/intermediary), or where such invalidation can only be prevented by 

the transferee if they can prove that they were not aware of the insolvency of the seller 

(originator/intermediary) at the time of the sale.  

 

Within a structured issue, in order to be eligible, a tranche (or sub-tranche) may not be 

subordinated to other tranches of the same issue. A tranche (or sub-tranche) is considered 

to be non-subordinated vis-à-vis other tranches (or sub-tranches) of the same issue, if in 

accordance with the priority of payment applicable after the delivery of an enforcement 

notice, as set out in the prospectus, no other tranche (or sub-tranche) is given priority over 

that tranche (or sub-tranche) in respect of receiving payment (principal and interest), and 

thereby such tranche (or sub-tranche) is last in incurring losses among the different 

tranches or sub-tranches of a structured issue. For structured issues where the prospectus 

provides for the delivery of an acceleration and an enforcement notice, non-subordination 

of a tranche (or sub-tranche) must be ensured under both acceleration and enforcement 

notice-related priority of payments.  

 

The Bank reserves the right to request from any relevant third party (such as the issuer, the 

originator or the manager) any clarification and/or legal confirmation that it considers 

necessary to assess the eligibility of asset-backed securities.  

 

6.1.1.2 Credit standards  

Debt instruments must meet the high credit standards specified in the ECAF rules for 

marketable assets as specified in Section 6.2.1.  

 

6.1.1.3 Place of issue  

The debt instrument must be deposited/registered (issued) in the European Economic Area 

(EEA) with a central bank or with a Central Securities Depository (CSD) which fulfils the 

minimum standards established by the ECB
31

. In case a marketable debt instrument is 

                                                 
31

 International debt securities in global bearer form issued on or after 1 January 2007, through the ICSDs 

Euroclear Bank (Belgium) and Clearstream Banking Luxembourg must, in order to be eligible, be issued in 

the form of new global notes and must be deposited with a common safekeeper which is an ICSD or, if 

applicable, a CSD must fulfils the minimum standards established by the ECB. International debt securities 

in global bearer form that were issued in the form of classical global notes prior to 1 January 2007 and 

fungible securities issued under the same ISIN code on or after that date remain eligible until maturity. 

International debt securities issued in global registered form through the ICSDs Euroclear Bank (Belgium) 

and Clearstream Banking Luxembourg after 30 September 2010 must, in order to be eligible, be issued 

under the new safekeeping structure foe international debt securities. International debt securities in global 
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issued by a non-financial corporation
32

 that is not assessed by an accepted external credit 

assessment institution (ECAI), the place of issue must be the euro area.  

 

6.1.1.4 Settlement procedures  

The debt instrument must be transferable in book-entry form. It must be held and settled in 

the euro area through an account with the Eurosystem or with a Securities Settlement 

System (SSS) that fulfils the standards established by the ECB, so that perfection and 

realisation are subject to the law of a Member State. If the CSD where the asset is issued 

and the SSS where it is held are not identical, then the two institutions have to be 

connected by a link approved by the ECB
33

.  

 

6.1.1.5 Acceptable markets  

The debt instrument must be admitted to trading on a regulated market as defined in the 

Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on 

markets in financial instruments (MiFID)
34

, or traded on certain non-regulated markets as 

specified by the ECB
35

. The assessment of non-regulated markets by the Eurosystem is 

based on three principles ï safety, transparency and accessibility
36,

These principles are to 

be understood as follows: 

¶ Safety is to mean certainty with regard to transactions, in particular certainty on the 

validity and enforceability of transactions.  

¶ Transparency is taken to mean unimpeded access to information on the marketôs rules 

of procedure and operation, the financial features of the assets, the price formation 

mechanism, and the relevant prices and quantities (quotes, interest rates, trading 

volumes, outstanding amounts, etc).  

¶ Accessibility refers to the Eurosystemôs ability to take part in and have access to the 

market; a market is accessible for collateral management purposes if its rules of 

                                                                                                                                                  
registered form issued before or on that date remain eligible until their maturity. International debt 

securities in individual note form will cease to be eligible if issued after 30 September 2010. International 

debt securities in individual note form issued before or on that date remain eligible until their maturity.   
32

 Non-financial corporations are defined as in the European System of Accounts 1995 (ESA 95).  
33

 The description of the standards for the use of eligible SSSs in the euro area and an updated list of the 

eligible links between these systems can be found on the ECBôs website (www.ecb.europa.eu).  
34

 OJ L 145 of 30 April 2004, page 1.  
35

 A list of acceptable non-regulated markets is published on the ECBôs website (www.ecb.europa.eu) and 

updated at least once a year.  
36

 óSafetyô, ótransparencyô and óaccessibilityô are defined by the Eurosystem exclusively in terms of the 

performance of the Eurosystemôs collateral management function. The selection process is not aimed at 

assessing the intrinsic quality of the various markets.  

http://www.ecb.int/
http://www.ecb.int/
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procedure and operation allow the Eurosystem to obtain information and conduct 

transactions when needed for these purposes.    

 

6.1.1.6 Type of issuer/guarantor  

The debt instrument may be issued or guaranteed by central banks, public sector entities, 

private sector entities, or international and supranational institutions. Moreover, an issuer 

of eligible debt instruments lacking ECAI rating and accepted as bank-specific collateral 

cannot be from the financial and insurance sector.  

 

6.1.1.7 Place of the establishment of the issuer/guarantor  

The issuer must be established in the EEA or in one of the non-EEA G10 countries
37, 38

. In 

the latter case, the debt instruments can only be considered eligible if the Eurosystem 

ascertains that its rights would be protected in an appropriate manner, as determined by the 

Eurosystem, under the laws of the respective non-EEA G10 country. For this purpose, a 

legal assessment in a form and with substance acceptable to the Eurosystem will have to be 

submitted to the Bank before the assets can be considered eligible. In the case of an asset-

backed security, the issuer must be established in the EEA. The debtor must be established 

in the EEA. 

 

The guarantor must be established in the EEA, unless a guarantee is not needed to 

establish the high credit standards for marketable assets, as set out in Section 6.2.1.  

 

International or supranational institutions are eligible issuers/guarantors irrespective of 

their place of establishment. In case a marketable debt instrument is issued by a non-

financial corporation that is not assessed by an ECAI, the issuer/guarantor must be 

established in the euro area.  

 

 

 

 

 

                                                 
37

 Non-EEA G10 countries currently include the United States, Canada, Japan and Switzerland.  
38

 Marketable assets issued before 1 January 2007 by an entity established in the EEA or in one of the non-

EEA G10 countries, but guaranteed by an entity established in the EEA, remain eligible until 31 December 
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6.1.1.8 Currency of denomination  

The debt instrument must be denominated in euro
39

.  

 

Governing Laws 

For asset-backed securities the acquisition of the underlying assets must be governed by 

the law of an EU Member State. 

 

6.1.2 Eligibility criteria for non -marketable assets  

Three types of non-marketable assets are considered as eligible collateral in the single 

framework for eligible assets: fixed-term deposits from eligible counterparties, credit 

claims (bank loans) and non-marketable retail mortgage-backed debt instruments 

(RMBDs). Non-marketable assets are accepted as collateral on a case-by-case basis for 

each counterparty bank.   

 

6.1.2.1 Credit Claims
40

 

 

To be eligible, a credit claim has to fulfil the following eligibility criteria: 

¶ Type of asset:  It must be a credit claim which is a debt obligation of a debtor vis-à-vis 

a Eurosystem counterparty. Credit claims that have a óreducing balanceô (i.e. where the 

principal and interest are paid off according to a pre-agreed schedule) are also eligible. 

Undrawn credit lines (e.g. undrawn facilities of revolving credit claims), current 

account overdrafts and letters of credit (which authorise the use of credit but are not 

credit claims per se) are not eligible. The share of a syndicate member institution in a 

syndicated loan is considered an eligible type of credit claim. Credit claims may not 

afford rights to the principal and/or the interest that are subordinated to the rights of the 

holders of other credit claims (or other tranches or sub-tranches in the same syndicated 

loan) or other debt instruments of the same issuer.  

 

                                                                                                                                                  
2011, provided they fulfil the other eligibility criteria and the requirements applicable to guarantees as set 

out in Section 6.3.2, and become ineligible after that date.  
39

 Expressed as such or in the national denominations of the euro.    
40

 Between  2007 and 2013 , an intermediate regime will be in place for credit claims, allowing each 

national central bank to choose (a) the minimum threshold for the size of the domestic credit claims eligible 

for collateral purposes (apart from cross-border use) and (b) whether a handling fee should be applied.  In 

the course of 2013, a fully unified regime  will be in place throughout the Eurosystem.  
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The credit claim must have (a) a fixed, unconditional principal amount and (b) an 

interest rate that cannot result in a negative cash flow. In addition, the interest rate 

should be one of the following: (i) zero coupon-style; (ii) fixed; or (iii) floating linked 

to another interest rate reference. Furthermore, credit claims with an interest rate that is 

linked to the inflation rate are also eligible. These features must be maintained until the 

redemption of the obligation.   

 

¶ Type of debtor/guarantor: Eligible debtors or guarantors are non-financial 

corporations,
41

 public sector entities and international or supranational institutions. 

Each debtor is individually and severally liable for the full repayment of the credit 

claim in question (co-debtors jointly liable for individual credit claims are excluded).  

 

¶ Place of establishment of the debtor/guarantor: The debtor must be established in the 

euro area. The guarantor must also be established in the euro area, unless a guarantee is 

not needed to establish the high credit standards for non-marketable assets, as set out in 

Section 6.2.2. This requirement does not apply to international or supranational 

institutions.  

 

¶ Credit standards: The quality of credit claims is assessed through the underlying 

creditworthiness of the debtor/guarantor. Credit claims must meet the high credit 

standards specified in the ECAF rules for non-marketable assets, as specified in section 

6.2.2.  

 

¶ Minimum size:   At the time of submission for use as collateral by the counterparty, the 

domestic credit claim must have a minimum outstanding amount of EUR2 million For 

cross-border use of credit claims, a common minimum threshold of EUR500,000 is 

applicable. It is envisaged that as soon as practicable in the course of 2013 a common 

minimum threshold of EUR500,000 will be introduced for all credit claims throughout 

the euro area.  

The minimum threshold is applicable to the outstanding amount of an individual credit 

claim at the moment it is accepted as collateral.  

 

                                                 
41

 As defined in ESA95.  
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¶ Handling procedures: The credit claim must be handled according to the procedures 

defined in Section 6.7.3 (for the domestic use of credit claims as collateral) and in 

Section 6.7.4 (for the foreign use of credit claims as collateral).  

 

¶ Governing law: The credit claim agreement between the counterparty and its debtor 

must be governed by the law of a member state belonging to the euro area. The 

agreement between the counterparty and the Bank on mobilising the credit claim as 

collateral is governed by Maltese law.   

 

The total number of different governing laws that are applicable to (i) the counterparty, 

(ii) the creditor,  (iii) the debtor, (iv) the guarantor (if relevant), (v) the credit claim 

agreement and (vi) the agreement on using the credit claim as collateral may not 

exceed two.  

 

¶ Currency of denomination: The credit claim must be denominated in euro.
42

 

 

6.1.2.2 Non-marketable retail mortgage-backed debt instruments (RMBD)  

Currently, Irish mortgage-backed promissory notes are the only instruments in the RMBD 

class. This class is subject to the following eligibility criteria: 

¶ Type of asset: It must be a debt instrument (a promissory note or a bill of exchange) 

that is secured by a pool of residential mortgages and that falls short of full 

securitisation. Substitution of assets in the underlying pool must be possible and a 

mechanism needs to be in place to ensure that the Eurosystem enjoys priority over 

creditors other than those exempted for public policy reasons.  

 

The RMBD must have (a) a fixed, unconditional principal amount and (b) an interest 

rate than cannot result in a negative cash flow.  

 

¶ Credit standards: The RMBD must meet high credit standards, which are assessed 

through the part of the ECAF that addresses RMBDs. 

 

¶ Type of issuer: Eligible issuers are credit institutions that are eligible counterparties. 

 

¶ Place of establishment of the issuer: The issuer must be established in the euro area. 
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¶ Handling procedures: The RMBD must be handled according to the Eurosystem 

procedures which are defined in the rules specified by the respective NCBs. In view 

that currently non-marketable RMBD instruments have not been issued in Malta, the 

Bank has not specified any handling procedures for such instruments for the time 

being.  

 

¶ Currency of denomination: RMBDs must be denominated in euro
43

.  

 

6.1.3.1 Additional requirements for the use of eligible assets  

 

Conditions for the use of marketable and non-marketable assets  

Marketable assets can be used for all monetary policy operations i.e. reverse and outright 

open market transactions and the marginal lending facility. Non-marketable assets can be 

used for underlying assets for reverse transactions and the marginal lending facility, but not 

for outright transactions. All marketable and non-marketable assets can also be used as 

underlying assets for intraday credit.  

 

Irrespective of the fact that a marketable and non-marketable asset fulfils all eligibility 

criteria, a counterparty must not submit as collateral any asset for which it, or any other 

entity with which it has close links, is the issuer, debtor or guarantor. In the event that a 

counterparty becomes aware that it is using assets that are not eligible or no longer eligible 

to be used to secure an outstanding credit owing to an identity with the 

issuer/debtor/guarantor or the existence of close links, it is obliged to immediately notify 

the Bank of such ineligibility of the said assets. In such a case, the assets are valued at zero 

on the next valuation date and a margin call may be triggered. In addition, the counterparty 

has to remove the asset on the earliest possible date. 

 

óClose linksô means a situation in which the counterparty is linked to an 

issuer/debtor/guarantor of eligible assets by reason of the fact that: 

i) the counterparty owns directly, or indirectly, through one or more other 

undertakings, 20% or more of the capital of the issuer/debtor/guarantor; or   

                                                                                                                                                  
42

  Expressed as such or in the national denominations of the euro.    
43

  Expressed as such or in the national denominations of the euro.    
















































































































































































































































































































































