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CONSULTATION RESPONSE REGARDING POTENTIAL CANDIDATES FOR 
A NEW RISK-FREE REFERENCE RATE FOR THE DANISH KRONE MARKET 

On 6 May 2019, Finance Denmark published a consultation paper 
regarding a new risk-free overnight reference rate for the Danish krone 
market, based entirely on transactions. 

The consultation paper envisages the establishment of a new risk-free 
Danish reference rate based on overnight transactions. lt is proposed 
that the reference rate be based on unsecured bank deposits from the 
transaction date to the next banking day (the O/N rate). 

Danmarks Nationalbank finds it positive that an entirely transaction 
based Danish reference rate is being developed, as the underlying 
transactions will increase confidence in the reference rate in question. 
Furthermore, this is in line with international developments. 

Reference rates are of major importance to the financial markets, both 
internationally and in Denmark, where a large volume of mortgage loans 
and derivatives are linked to reference rates. Consequently, it is also 
essential to ensure confidence in the reference rates applied. 

Danmarks Nationalbank supports the methodology proposed, which 
appears to be robust and is in line with other, internationally developed 
risk-free reference rates. Given the close financial links between Denmark 
and the euro area, it is also seen as an advantage that methodology for 
calculating the reference rate are in line with the euro area's €STR. 
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ln Danmarks Nationalbank's opinion, the new reference rate should be 
implemented rapidly, and the existing T/N rate should be phased out. 
That will support the build-up of liquidity in products related to the new 

reference rate so that fragmentation of the market is avoided. Phasing 
out of the T /N rate follows the development in the euro area, which has 

chosen to phase out EONIA in favour of the new €STR. 

Moreover, Danmarks Nationalbank encourages more banks to 

participate in the fixing of the reference rate by reporting transaction 
data. A higher number of participants increases robustness and reduces 

concentration risks. 

The consultation report presents a proposal for a new risk-free overnight 

reference rate in Denmark. lt is essential that the sector now continues 
this work. Solutions still need to be found for reference rates for longer 

maturities and for migrating existing contracts from old to new reference 
rates. Such solutions should match international best practice. 

Yours sincerely, 

/~~ 
Hugo Frey Jensen 
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