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EMIR for the Dummies 

 

Many corporate treasurers and financial professionals still ignore the new 

coming EMIR regulation. What does it means in practice for treasurers of non-

financial institutions? (1). In this short article, we will try to give you the 

answers to understand how EMIR will impact corporate treasuries. 

 

The G20, at its Pittsburgh meeting, decide to address the roots and causes of the 

terrible financial crisis, in order to reduce in future systemic risks and dramatic 

economic consequences. One of the issues they absolutely wanted to tackle was the 

OTC (“Over-the-Counter”) derivatives, i.e. all financial instruments used by market 

participants for (1) trading, pure speculation or (2) for hedging, off-setting of financial 

exposures). The Regulators around the world, including the European Union (EU) 

decided to adopt rules to force market players to clear transactions and to report all 

deals. Clearing of derivatives means that all instruments negotiated must pass via a 

“clearing house” (i.e. CCP – Central Clearing Counterparties, as EUREX for 

example) and that the mark-to-market value (i.e. revaluation) must be collateralized 

(when negative). It means that a market player must post cash collateral to 

compensate and off-set potential negative value of its outstanding portfolio of 

derivative instruments. All derivatives must also be reported to ESMA, notably via 

Trade Repositories (TR), sort of intermediary reporting offices, as REGIS-TR in 

Europe.  

This new regulation entered in force on 4th of July 2012, as it has been adopted by 

the European Parliament and Council. We now need to wait for the application date, 

which should be soon finalized (it will starts in second half of 2013, at least for 

reporting provisions). These requirements cover both financial and non-financial 

institutions which enter into derivative contracts. However, after a heavy lobby from 

the “real economy” representative bodies (including EACT – European Association 

of Corporate Treasurers), rules have been relaxed. All non-financial institutions are 

exempted of clearing and posting collateral. Nevertheless, to benefit from this 

exemption, they need to respect certain criteria and thresholds.  
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In practice, it means that any non-financial corporation has to report to trade 

repositories, no later than the working day following the contract, all derivatives 

negotiated as from August 2012 and onwards, in order for the TR to properly report 

to ESMA (European Supervisor). ESMA has fixed the details that have to be 

reported to the TR’s. They don’t need to report themselves to TR’s. They can 

outsource this to a bank or a third party. They also have to clear all derivatives, 

which are not dedicated to hedging financial underlying exposure or risk, in case the 

nominal amount of these derivatives, per class of derivatives, exceeds the threshold 

fixed by EU. The thresholds are defined as followed: EUR 1 billion for credit 

derivatives (i.e. CDS); EUR 1 billion for equity derivatives, EUR 3 billion for equity 

derivatives, EUR 3 billion for FX foreign exchange contracts and eventually EUR 3 

billion for commodity contracts and others. These thresholds only apply to contracts 

that do not reduce risk related to commercial or treasury financing activities of the 
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non-financial entity. For example, a derivative used to hedge a purchase of raw 

material in USD or the cover of the exposure related to funding in JPY of a foreign 

subsidiary are not counted for these thresholds.  

All intragroup or intercompany transactions are not concerned by these obligations, 

providing they have been notified and authorized by the competent authority.  

 

(1) EMIR  EU regulation – N. 648/2012 & ESMA Technical Standards  www.esma .europa.eu 
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