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Danmarks Nationalbank took over responsibility for 
the new reference rate Denmark Short-Term Rate, 
DESTR, in November 2020 from Finance Denmark. 
The methodology for the DESTR was first presented 
in a public consultation (link) by Finance Denmark in 
May 2019, when a working group commissioned by 
Finance Denmark had developed a new reference 
rate in Danish kroner entirely based on O/N-deposit 
transactions. The consultation suggested a new 
reference rate with characteristics similar to the 
European Central Bank’s, ECB’s, euro short-term rate, 
€STR. The consultation showed a broad support for 
the new reference rate from both market participants 
and Danmarks Nationalbank.1 

To ensure that the conclusions from the 2019 consul-
tation remain valid Danmarks Nationalbank has re -
assessed the data and methodology behind DESTR. 
The evaluation is based on a collected dataset cov-
ering March 2017 to April 2021. The updated data 
shows that O/N-deposits remain the most suitable 
segment for calculating a new transaction-based ref-
erence rate in Danish kroner and that the proposed 
calculation methodology with a volume-weighted 
12.5 per cent trimmed mean remains valid for the 
Danish market. 

Thus, the main conclusions drawn from the public 
consultation in 2019 are unchanged. To reflect devel-
opments since the public consultation the following 
few minor changes will be made: 

1. The number of reporting banks has been in-
creased to ten, as two banks have been added  
to the list of reporting banks.2

2. To better reflect the most recent data, the thres-
holds for activating the contingency procedure 
have been adjusted to a concentration limit of 70 
per cent and a turnover limit of kr. 1.5 billion.

3. The contingency calculation methodology has 
been updated to reflect the adjusted monetary 
policy implementation to the effect that it refers 
to the current account rate instead of the rate on 
certificates of deposit.

1 Follow up on consultation (Finance Denmark) (link) and Consultation 
response from Danmarks Nationalbank (link).

2 Reporting banks are Arbejdernes Landsbank, Danske Bank, Handels-
banken, Jyske Bank, Nordea Bank, Nykredit Bank, SEB, Sparekassen 
Kronjylland, Spar Nord Bank, Sydbank.

1. Transaction data used for 
calculating DESTR

DESTR will be calculated on the basis of transac-
tion data collected for new money market statistics 
developed by Danmarks Nationalbank. As a starting 
point, the new statistics will cover unsecured one-
day transactions. The daily collection of statistical 
data is planned to start on a trial basis in the 2nd 
half of 2021. The statistics will enter production 
before DESTR is published the first time.

In order to analyse whether O/N-deposits are 
still the preferred segment of choice, Danmarks 
Nationalbank has collected data on one-day 
unsecured money market transactions from the 
ten most active banks in the Danish money market. 
The ten banks are also expected to report trans-
actions on a daily basis for the new money market 
statistics. Data covers the period from March 2017 
to April 2021 and includes all unsecured deposit- 
taking and lending transactions either overnight 
(O/N) or tomorrow/next (T/N) where the counter-
party is either another bank or classified as “other 
financial institutions”.3 This yields four segments: 
O/N-deposit, O/N-lending, T/N-deposit and 
T/N-lending.

Sufficient, consistent and diversified turnover is a 
precondition for establishing a reliable reference 
rate entirely based on transactions. Thus, O/N-de-
posits are evaluated on the basis of turnover, distri-
bution and concentration.

1.1 O/Ndeposits still have the highest  
and most consistent turnover 

The money market segment with the highest aver-
age turnover over the period was O/N-deposits, cf. 
Chart 1 (left). During the period, daily turnover in 
O/N-deposits increased from around kr. 3.5 billion 
to more than kr. 6 billion. In addition, turnover 
with “other financial institutions” is highest for 
O/N-deposits with around kr. 500 million daily 
in 2020. In comparison, turnover in the T/N seg-
ments has declined significantly over the years and 
averaged well below kr. 1 billion in total per day in 
2020.

3 Overnight is defined as trades conducted and settled at time T with 
maturity of T+1. Tomorrow/Next is defined as trades conducted at 
time T, settled at time T+1 and with a maturity of T+2.

https://finansdanmark.dk/media/38655/public-consultation-on-the-assessment-of-possible-candidates-to-a-danish-kroner-risk-free-reference-rate.pdf
https://finansdanmark.dk/nyheder/2019/opfoelgning-paa-hoering-om-mulige-kandidater-til-en-ny-risikofri-referencerente-for-det-danske-kronemarked/
https://www.nationalbanken.dk/en/pressroom/consultation_responses/Pages/2019/05/Consultation-response-regarding-potential-candidates-for-a-new-risk-free-reference-rate-for-the-Danish-krone-market.aspx
https://www.nationalbanken.dk/en/pressroom/consultation_responses/Pages/2019/05/Consultation-response-regarding-potential-candidates-for-a-new-risk-free-reference-rate-for-the-Danish-krone-market.aspx
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The daily turnover in O/N-deposits is also consist-
ently higher than in the other segments, cf. Chart 1 
(right). This is important to secure a reliable reference 
rate. On around 50 per cent of the days, turnover in 
O/N-deposits is above kr. 5 billion and there are zero 
days with turnover below kr. 1 billion. Conversely, 
turnover in the other segments is often below kr. 1 
billion, most notably for the T/N segments with a con-
siderable number of days without any turnover.

1.2 Turnover in O/Ndeposits is evenly distributed 
between foreign and domestic counterparties

A diversified distribution of turnover in O/N-deposits 
across different types of counterparties is important 
since it ensures more resilient turnover regarding 
changes in market structure. The increased activity 
in O/N-deposit transactions has been driven by both 
foreign and domestic counterparties split evenly, cf. 
Chart 2. The majority of the transactions are inter-
bank transactions, while other financial institutions 
still account for a relatively small part of the overall 
turnover. 

1.3 Low concentration of turnover  
among reporting banks

A low degree of concentration in the underlying 
market for the reference rate helps to ensure a 
representative reference rate by limiting the influ-
ence of individual market participants. The degree of 
concentration can be illustrated by the distribution 
of turnover among the reporting banks, the share of 
turnover by the largest contributor and number of 
banks that report trades on a given day.

Over the sample period, all ten reporting banks 
have been active in the market for O/N-deposits 

and contributed significant turnover. As a concen-
tration indicator, the two largest contributors each 
year consistently account for around 65 per cent of 
the total turnover, while the four largest banks in 
recent years have contributed around 80 per cent of 
the total turnover, cf. Chart 3. The higher number of 
reporting banks compared to the 2019 consultation 
from Finance Denmark has contributed to a higher 
and more diversified turnover.

Another indicator evaluates the degree of concentra-
tion by the daily turnover of the biggest contributor 
on a given day, i.e. for each day we calculate the 
turnover share of the largest contributor and cal-
culate a simple average over the sample period. In 
all years, the daily turnover provided by the largest 

Turnover in O/Ndeposits has increased steadily Chart 1
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Solid turnover in O/Ndeposits  
from both domestic and  
nondomestic counterparties
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Turnover distributed on many banks Chart 3
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contributor on average is around 50 per cent of the 
total volume.

A third measure considered is the number of banks 
that report trades on a given day. On more than 95 
per cent of the trading days in 2021, at least four dif-
ferent banks report turnover, and at least six banks 
reported turnover on around 55 per cent of the 
days, cf. Chart 3 (right).  

1.4 O/Ndeposit transactions provide  
a good foundation for calculating DESTR

The increased and consistent turnover in O/N-de-
posit transactions on a daily basis and a large 
number of both domestic and foreign counterparties 
confirm that O/N-deposit transactions will be well 
suited for calculating a transaction-based reference 
rate. 

The technical adjustment of the monetary policy 
instruments of Danmarks Nationalbank in March 
2021 has reduced turnover among domestic 
counterparties somewhat. The total turnover has 
remained at a decent level with an average daily 
transaction volume in April 2021 of kr. 5.2 billion. 

2. Methodology

In line with the IOSCO principles, it is important to 
establish a calculation methodology that results in an 
accurate and reliable representation of the economic 
realities which the reference rate seeks to measure.4  
For DESTR, the calculated rate should to a high  
degree reflect Danmarks Nationalbank’s policy rates.

2.1 Calculation methodology
DESTR will be calculated as a volume-weighted 12.5 per 
cent trimmed mean, which is similar to the one used for 
€STR. The calculations will be performed in three steps: 

1. order transactions from the lowest rate to the  
highest rate and aggregate transaction volumes  
at each rate level;

2. remove the top and bottom 12.5 per cent in  
volume terms; and

3. calculate the mean of the remaining 75 per cent  
of the volume-weighted distribution of rates.

The turnover included in calculating DESTR will be 
O/N-deposit transactions conducted at arm’s length 
and in competition where the counterpart is either 
another bank or classified as “other financial institu-
tions”.5

4 See OICV-IOSCO Principles for Financial Benchmarks, Final Report of 
July 2013

5 Transactions that clearly have not been conducted at arm’s length and 
at competitive prices (IOSCO principle 7) are excluded from the dataset.
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The collected dataset makes it possible to calculate 
a time-series for pre-DESTR6. As shown in Chart 4 
the methodology provides a reference rate that 
is relatively stable, closely follows the policy rates 
of Danmarks Nationalbank and reflects the daily 
changes in liquidity conditions for example when the 
net position declines, cf. Chart 4. 

In order to evaluate the effects of trimming on the 
average rate and volatility, we calculate the rate 
for 12.5 per cent trimmed mean and 25 per cent 
trimmed mean, cf. Table 1. As the table shows, the 
mean rate and standard deviation for all years are 
similar for a trim level of either 12.5 or 25 per cent.

The suggested trim level of 12.5 per cent from the 
public consultation continues to be suitable for 
DESTR, as it strikes a balance between safeguarding 
the reference rate against potential idiosyncratic 
factors and the risk of losing information if the trim 
level becomes too high.

2.2. Contingency procedure
The contingency procedure for DESTR will be 
activated via a two-tiered system. The first tier is 
a threshold for turnover and the second tier is a 
concentration limit measured by the turnover share 
of the largest contributor. The contingency activation 
procedure is defined as follows:

1. If the transaction volume is above the turnover 
threshold, the contingency procedure is not 
activated.

2. If the transaction volume is below the turnover 
threshold, the contingency procedure is
a. not activated if the distribution of turnover is 

below the concentration limit.

6 Pre-DESTR has been calculated using the same methodology as 
proposed for DESTR and will cover the period from March 2017 until 
DESTR is published for the first time. A time-series for Pre-DESTR will 
be available on the website of Danmarks Nationalbank.

b. activated if the distribution of turnover is 
above the concentration limit.

An analysis of the level of pre-DESTR for different 
turnover and concentration intervals shows that 
the calculated rate does not react strongly to either 
turnover volume or concentration, cf. Chart 5. When 
reaching turnover below kr. 1.5 billion and concen-
trations above 70 per cent, the rate starts to deviate 
slightly by up to 2 basis points. However, it should 
be noted that there are very few observations that 
fulfil these criteria, so it cannot be ruled out that the 
small deviations are entirely random.

According to the IOSCO principles a reference rate 
should include a contingency procedure in case of 

PreDESTR closely tracks  
the leading policy rate

Chart 4
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Level and standard deviation independent of trim level Table 1

2017 2018 2019 2020 2021 Whole sample

Mean, trim 12.5 per cent, pct. -0.606 -0.610 -0.655 -0.594 -0.524 -0.609 

Mean, trim 25 per cent, pct. -0.609 -0.611 -0.653 -0.594 -0.523 -0.610 

Std. dev. trim 12.5 per cent, bps. 3.9 3.2 5.3 8.0 5.5 6.4

Std. dev. trim 25 per cent, bps. 4.2 3.2 5.4 8.0 5.7 6.5

Source: Danmarks Nationalbank.
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insufficient or unreliable data. Hence, the reference 
rate should be based on market transactions as long 
as they are expected to be a credible reflection of 
the underlying market.

On this backdrop, the thresholds for activating the 
contingency procedure are modified to a turnover 
below kr. 1.5 billion and a concentration above 70 
per cent. The turnover and concentration thresholds 
have been adjusted compared to the consultation in 
2019 and reflect the characteristics of the updated 
dataset. At the same time, we find that the updated 
thresholds strike a better balance between the risks 
of losing valid information by activating the contin-
gency procedure and at the same time having confi-
dence that the transactions remain representative of 
the underlying market. The contingency procedure 
has not been triggered in the pre-DESTR calculation 
period since 2017.

2.3 Contingency calculation methodology
The contingency calculation methodology implies 
that the reference rate on days when the contin-
gency procedure is activated will be defined as:

• the level of the central bank rate plus the mean 
of the spread of DESTR and the central bank rate 
over the previous five publication days, excluding 
the days with the highest and lowest spread to 
the central bank rate;

• the central bank rate is defined as the average of 
Danmarks Nationalbank’s current account rate 
and lending rate.

The suggested contingency procedure is still suit-
able for the Danish market as it caters for the special 

PreDESTR is mostly independent of the turnover level and concentration Chart 5
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characteristics of the Danish monetary policy frame-
work. Since the public consultation in 2019, Dan-
marks Nationalbank has adjusted its monetary policy 
instruments, making it more appropriate to refer to 
the current account rate instead of the rate on certifi-
cates of deposit when defining the central bank rate. 

3. Summary

In summary, we find that O/N-deposit transactions 
provide a good foundation for calculating DESTR 
and that the methodology ensures a stable refer-
ence rate that reflects the policy rates of Danmarks 
Nationalbank and market conditions. The conclu-
sions are similar to Finance Denmark’s conclusions in 
the 2019 public consultation. 

Please send any questions about the reference rate 
to DESTR@Nationalbanken.dk. 

mailto:DESTR@Nationalbanken.dk

