
Problematic 1st March 2017 compliance date for the 

exchange of variation margin in non-cleared 

derivatives 

A variation margin rule for non-cleared derivatives becomes effective on March 1.Most 

companies, including pension funds and their service providers, are unprepared for the 

change as their counterparts, banks, are struggling to update on time Credit Support 

Annexes (CSAs), a legal document which regulates collateral for derivative transactions. 

In addition some Member States such as Germany or Spain it is the banking associations 

have to prepare the templates for the Annexes and they have not yet put them forward. If 

there is no delay of the 1st March deadline, some pension funds will not have any banks to 

trade with or not have access to the banks that provide liquidity for a certain derivative 

product. 

Due to the problems with the compliance, the U.S. derivatives regulator gave to the industry 

a six-month grace period to comply with the rule, but in the other side of the Atlantic 

European institutions and agencies have not been able to accommodate the needs of the 

industry to help them adjust to the new world of variation margin requirements for non-

cleared derivatives. This is due to the fact that the European Supervisory Authorities do not 

have the same “no-action” relief the U.S. can offer. 

Trade associations, including PensionsEurope, contacted regulators in Europe to ask whether 

they were considering offering some sort of forbearance period or alternative solutions. The 

most likely scenario is that it will be up to the local regulator to turn a blind eye to the 

pension funds and service providers that aren’t compliant with the rule. However, not all 

national regulators are fine with this. In France the regulator, Authorité de Marchés 

Financiers, considers that there is a need to act in a coordinated way at EU level and would 

like ESMA [the European Securities and Markets Authority] to be involved in that respect. 

In any case, we recommend our members to approach their local authorities to request 

assistance and non-punitive approach towards the industry. 

 


