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1 General Information 

The objective of this CAPITAL MARKETS POLICY is to provide overall parameters and guidelines for 

the activities carried out by the Capital Markets unit. This includes a framework for the unit’s 

funding operations and effectively managing all risks associated with the unit’s operations.  

EUROFIMA’s funding approach places a strong emphasis on the requirements of its customers 

as well as internal liquidity needs. 

 

EUROFIMA’s funding and hedging activities, including the related investor relations work and 

the relationship management with existing clients, are exclusively managed by the Capital Mar-

kets unit. All operations take into account relevant laws, regulatory requirements and account-

ing standards. The unit’s functional responsibilities are divided into the following main tasks: 

• Funding in international capital markets through execution of money and capital market 

borrowing operations including the documentation of transactions and management of le-

gal documentation in line with regulatory frameworks  

• Management of risks related to asset and liability mismatches and concluding related hedg-

ing activities with cross-currency swaps, interest rate swaps, foreign exchange swaps, or 

any other required derivatives including documentation of such transactions 

• Investor relations and promotion of EUROFIMA as a top-credit quality and sustainable issuer 

in financial markets 

• Management of relationships with external counterparties (i.e., banks, brokers, dealers, ex-

changes, and lawyers) and with credit rating agencies including negotiation of contracts 

and fees 

• Management of relationships with existing railway clients as well as discussion, preparation, 

and execution of lending transactions  

 

This CAPITAL MARKETS POLICY specifies the Capital Markets unit’s objectives, principles, and re-

sponsibilities in the funding and hedging processes as well as other operation guidelines. Ter-

minology in this document is highlighted in italics and defined in the appendix. EUROFIMA’s pol-

icy documents are emphasised in CAPITAL LETTERS. 
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2 Objectives  

All activities carried out by the Capital Markets unit follow below-mentioned objectives in ac-

cordance with EUROFIMA’s non-profit maximizing mission and are in alignment with  

EUROFIMA’s commitment to promote sustainability in financial markets and beyond. 

 

Funding for Equipment Financing Contracts (EFC) 

The primary objective of the funding activities related to EFCs is to achieve the most attractive 

borrowing costs as well as to provide flexible and tailored financing solutions for EUROFIMA’s 

clients.  

The secondary objective is to maintain EUROFIMA’s strong presence in the international capital 

markets and to keep its stable access to a diverse set of funding currencies and instruments. 

 

Funding for Internal Liquidity Requirements 

The primary objective of the funding activities for liquidity purposes is to achieve the most at-

tractive borrowing costs and to manage internal and external liquidity requirements.  

The secondary objective is to maintain EUROFIMA’s strong presence in the international capital 

markets and to keep its stable access to a diverse set of funding currencies and instruments. 

 

Investor Relations 

The primary objective of the investor relations activities is to promote EUROFIMA as a top-credit 

quality and sustainable issuer to the international investor community. 

The secondary objective is to strengthen the importance of sustainability in international finan-

cial markets and to play an active role for the promotion of sustainable finance and railway 

transportation as an integral part of sustainable mobility solutions. 

 
 



  

CAPITAL MARKETS POLICY   Page 6 of 19 

3 Principles 

The Capital Markets unit follows ten principles regarding its funding and hedging activities as well as the professional conduct of its staff. 
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4 Responsibilities and Funding Process  

EUROFIMA’s funding and hedging activities follow clearly defined processes and responsibilities 

as shown in the figure below. 

 

 
  

4.1 Governance  
 

This CAPITAL MARKETS POLICY defines the governance of EUROFIMA’s funding and hedging activi-

ties as well as the Capital Markets unit’s operational framework. The Board of Directors approves 

the CAPITAL MARKETS POLICY and the guidelines set in this document.  

The General Assembly defines the maximum amount of annual borrowings. The Board of Direc-

tors authorizes on a yearly basis the Management Committee to raise funds for equipment fi-

nancing contracts and liquidity purposes up to the approved limit by the General Assembly. Ad-

ditionally, the Board of Directors sets the limits for the asset and liability mismatch. All limits 

restrict the funding and hedging activity, such that trades cannot be finalised in the system if 

there is a violation of one or more relevant metrics. To safeguard the need for operative flexibil-

ity, the Management Committee may, in urgent cases, submit a request for changes or excep-

tions to the CAPITAL MARKETS POLICY. The Chairman of the Board of Directors and one Vice Chair-

person, or in his absence two Vice Chairpersons, have the authority to grant a temporary ap-

proval for such a request, which is valid until the following meeting of the Board of Directors. 

Such exceptions or amendments will be communicated to the Board of Directors immediately.  
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The responsibility for the limit system and the reporting of breaches to the respective limit 

owner is with the Middle Office unit. The Risk Management unit is the owner of the underlying 

risk frameworks. The Accounting, Controlling & Compliance unit creates the reports and per-

forms independent checks of the application of the CAPITAL MARKETS POLICY. Furthermore, the Ac-

counting, Controlling & Compliance unit coordinates audits by the Internal and External Auditors 

as part of their mandate. A detailed overview of limits, reports and responsibilities is shown in 

section 8. 

 

4.2 Funding Strategy 
 
The FUNDING STRATEGY is a document produced by the Capital Markets unit to review and guide 

funding and hedging operations. The objective of the document is to define the funding strategy 

for the next quarter(s) in line with the long-term objectives. The document contains a market 

overview, a review of funding activities and a section dedicated to strategy. The FUNDING STRATEGY 

is submitted to the Management Committee for approval at each quarter end.  

 

4.3 Funding Implementation 
 
While the FUNDING STRATEGY document gives a general strategy outlook on the next quarter(s), the 

implementation of a funding transaction is subject to the demand of the customers and market 

conditions. As a result, the funding implementation is dynamic and subject to changes stem-

ming from the customers’ demand as well as financial markets conditions. Moreover, such 

transactions have various impacts on EUROFIMA’s balance sheet and income statement. 

Hence, a Deal Review Committee2 assesses and signs off transactions which include the lend-

ing transaction, the issuance of debt and necessary derivative instruments prior to execution. 

A pre-approval is required from the Management Committee to execute the transactions. Money 

market funding activities (i.e., commercial paper, loans, or repo transactions) and respective 

derivative instruments (i.e., foreign exchange swaps) for internal liquidity purposes within the 

limits require no approval and are in the responsibility of the Capital Markets unit. Operational 

aspects are specified in the DEAL REVIEW GUIDELINES.  

 
2 Units represented in the Deal Review Committee are specified in the DEAL REVIEW GUIDELINES 
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4.4 Funding Execution  
 
One or more dedicated Funding Officer(s) is/are responsible for the implementation and execu-

tion of the approved funding transaction. This includes the transaction itself, the input in  

EUROFIMA’s IT systems (i.e., trading and position keeping), the legal documentation and after 

deal work. 



  

CAPITAL MARKETS POLICY   Page 10 of 19 

5 Funding Management 

EUROFIMA’s funding activities comprise of debt instruments only. The funding instruments used 

in this section can be divided into four subgroups – bonds, commercial paper, loans, and repo 

facility. All funding operations must be implementable in EUROFIMA’s systems. The Capital Mar-

kets unit is responsible for opening, updating, and closing of issuance programmes and shelves 

as well as managing relationships with banks, brokers, dealers, exchanges, and lawyers. More-

over, the Capital Markets unit is responsible for maintaining compliance with listing rules and 

related documentation requirements 

3 

5.1 Bonds 
 
Bond issuances are EUROFIMA’s primary long-term funding source. Bonds are either issued as 

benchmark size or opportunistically in sub-benchmark size under the Euro Medium Term Note 

(EMTN) programme or under standalone documentation. Debt instruments issued before 1 Jan-

uary 2018 are under no circumstances to be increased or to be tapped this being the cut-off 

date for the discontinuation of Article 26 of the STATUTES of EUROFIMA relating to Shareholders’ 

Guarantee. The Capital Markets unit is responsible for handling buyback requests related to its 

outstanding debt instruments as well as monitoring and managing its portfolio of callable debt 

instruments. 

 
3 A part of EUROFIMA's equity can be on-lent to the customers within a limit of one third of EUROFIMA’s total IFRS equity, where no matched 
funding is available or commercially preferred as a possible alternative. Any EFCs financed with equity must have a maturity before Decem-
ber 2027. The Capital Markets unit is responsible for the management of this line including the refinancing of outstanding EFCs originally 
funded by equity in the capital markets. 

The following specific guidelines apply: 

1. The maximum amount of borrowings per budget year for equipment financing contracts 

requires approval by the General Assembly; 

2. The maximum borrowing limit for liquidity and margining purposes requires approval by 

the General Assembly; 

3. The maximum amount of EUROFIMA’s equity capital3 used for lending purposes requires 

approval by the Board of Directors. 
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5.1.1 Conventional bonds (non-labelled) 
 
Conventional bonds are a long-term funding source and are issued under the EMTN programme 

or standalone documentation. 

 

5.1.2 Labelled bonds (green, social and sustainable bonds) 
 
EUROFIMA may issue labelled bonds under a green-label format if the pool of green collateral 

allows it according to the GREEN ASSETS RISK GUIDELINES. EUROFIMA’s Green bonds issued follow 

the principles defined in EUROFIMA’s Green Bond Framework (GBF) and must be allocated to 

financial transactions, which are backed by eligible green assets. Specifications and risk limits 

are set in the GREEN ASSETS RISK GUIDELINES, which are approved by the Management Committee. 

 

 

 

The following specific guidelines apply: 

1. The definition of the ceiling for the EMTN programme requires approval by the Board of 

Directors; 

2. The maximum amount of each outstanding bond is limited to EUR 2 billion equivalent. 

The following specific guidelines apply: 

1. Updates of EUROFIMA’s Green bond framework (GBF) require approval by the Manage-

ment Committee; 

2. Publications of EUROFIMA’s impact and allocation reports require approval by the Man-

agement Committee; 

3. Inception of new labeled bond programmes (i.e., social or sustainable bonds) require 

approval by the Management Committee. 
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5.1.3 Private placement 
 
Private placements are a long-term funding source and are issued under the EMTN programme 

or standalone documentation. Private placements can be issued as conventional or labelled in-

struments. 

 

5.2 Commercial paper 
 
Commercial paper is EUROFIMA’s primary short-term funding source. It is issued via dealer 

banks under the Euro Commercial Paper (ECP) programme. 

 

5.3 Loans  
 
Loans are primarily a short-term funding source and issued under standalone documentation.  

 

5.4 Repo facility 
 
Repo facility is EUROFIMA’s emergency funding source in times of stressed funding markets. 

The facility is established with EUREX repo and is maintained with the support of the Back Office 

unit.  

 

The following specific guidelines applies: 

1. To maintain access to emergency liquidity, the repo facility needs to be tested with an 

execution of test trade(s) at least on a yearly basis and requires notification to the Man-

agement Committee. 

 

The following specific guidelines applies: 

1. The definition of the ceiling for the ECP programme requires approval by the Board of 

Directors. 
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6 Asset and Liability Management 

This asset and liability management (ALM) section establishes a framework for the sound man-

agement of risks related to EUROFIMA’s asset and liability mismatch. As an overarching princi-

ple, settlement, maturity, and volume of funding transaction should be as close as possible to 

disbursement, maturity, and volume of confirmed or planned EFCs to avoid warehousing costs 

and reinvestment or refinancing risks. Exceptions to this rule may arise due to the maintenance 

of operational flexibility required to meet the customers’ funding needs. Detailed operational 

aspects are defined in the ASSET LIABILITY MANAGEMENT GUIDELINES.  

 

 

6.1 Hedging Activities 
 
The Capital Markets unit is a prudent end-user of derivative instruments to reduce financial risks 

stemming from its funding and lending activities. Derivative instruments are used as risk man-

agement tools to hedge against movements in interest and foreign exchange rates and to 

match cash flows on the asset and liability sides. All hedging instruments must be implementa-

ble in EUROFIMA’s systems. 

 

 

 

The following specific guidelines applies: 

1. The maximum allowed asset and liability mismatch requires approval by the Board of 

Directors. 

The following specific guidelines apply: 

1. The maximum counterparty limit for derivative transactions requires approval by the 

Management Committee; 

2. Derivatives may only be traded under ISDA master agreements and under Credit Sup-

port Annexes (CSA). 
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6.2 Warehousing  
 
As a general rule, any funding activity has to be aligned with the disbursement to the customers. 

Exceptions to this rule may arise due to funding opportunities, round up of issuance volumes or 

uneven sizes, gathering of different customer demand. The warehousing investments take 

place according to the TREASURY POLICY and is executed by the Treasury & Asset Management 

unit. The cost of warehousing the funds until disbursement is borne by the respective customer. 

 

6.3 Reinvestment risk 
 
Reinvestment risk refers to any risk arising when funding has a maturity longer than the corre-

sponding EFCs. As a result, there is the risk that EUROFIMA may not be able to use such funding 

to finance other EFCs upon maturity of the original ones. Reinvestment risk may originate in 

cases when capital market funding is not available or not available at reasonable costs for ei-

ther the exact maturity or for the specific redemption profile.  

Additionally, such risk may arise when the matching of the funding maturity with the EFC’s ma-

turity is not preferred, to manage the maximum amount of maturing liabilities at any point in 

time, for the sake of the external and internal liquidity ratios or any other relevant metrics. 

 

6.4 Refinancing risk 
 
Refinancing risk refers to the situation whereby funding has a maturity shorter than the corre-

sponding EFCs. As a result, there is the risk that EUROFIMA may not be able to raise the required 

funds upon maturity of the original ones. Refinancing risk may originate in cases when funding 

is not available or not available at reasonable costs either for the exact maturity or for the spe-

cific redemption profile.  

Additionally, such risk may arise when the matching of the funding maturity with the EFC’s ma-

turity is not preferred, to manage the maximum amount of maturing liabilities at any point in 

time, for the sake of the external and internal liquidity ratios or any other relevant metrics.  
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7 Other Operating Guidelines 

All funding and hedging activities must respect the governance set in the applicable  

EUROFIMA policies at all times. Its staff must act in line with EUROFIMA’s CODE OF CONDUCT and 

STAFF REGULATIONS. The Capital Markets unit’s processes and operations are specified in the re-

spective guidelines.  

 

 

The following specific guidelines apply: 

1. No new lease transactions are allowed. Legacy positions are managed according to the 

LEASE TRANSACTION GUIDELINES.  
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8 Overview Limits and Responsibilities 

 
4 GA = General Assembly, BoD = Board of Directors, MC = Management Committee, MO = Middle Office, RM = Risk Management; ACC = Accounting, Controlling & Compliance 
5 Daily distribution internal only  

Section Limit Owner4 Related Documents Reporting Responsibility4 

Funding Management  • Borrowing limit: GA  

• EMTN/ECP ceiling: BoD 

• Usage equity capital for 
lending purpose: BoD 

• Amount for outstanding 
bond size: BoD 

• Green assets risk: MC 
 

• CAPITAL MARKETS POLICY 

• GREEN ASSETS RISK GUIDELINES 

• DEAL REVIEW GUIDELINES 

• FUNDING STRATEGY 

 

• Borrowing Transactions 
(BoD meetings) 

• Risk Report (quarterly) 

• Limit Report5 (daily) 

 

• Limit system: MO 

• Risk framework: RM 

• Reports: ACC 

Asset and Liability Manage-

ment 

• Asset and liability mis-
match: BoD  

• Counterparty limit for deriv-
ative transactions: MC 

• CAPITAL MARKETS POLICY 

• ASSET LIABILITY MANAGEMENT 

GUIDELINES 

• FUNDING STRATEGY 
 

• Risk Report (quarterly) 

• Limit Report5 (daily) 

 

• Limit system: MO 

• Risk framework: RM 

• Reports: ACC 

Other Operating Guidelines • Leasing transactions: BoD • CAPITAL MARKETS POLICY 

• LEASING TRANSACTION GUIDE-

LINES 

 

• Risk Report (quarterly) 

• Limit Report5 (daily) 

 

• Limit system: MO 

• Risk framework: RM 

• Reports: ACC 
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9 Definitions 

 

Term Definition 

Benchmark size Benchmark size refers to the minimum amount of outstanding volume that a se-

curity is included in the respective fixed income index.  

Capital market invest-

ment or financing 

Capital markets are venues where savings and investments are channelled be-

tween the capital suppliers and those who need capital. For EUROFIMA, a capital 

market investment or financing is classified as exposure over 12 months plus 60 

days of settlement period. 

Commercial paper Commercial paper is a money market security issued to obtain funds to meet 

short-term debt obligations. Maturities on commercial paper typically last several 

days, and rarely range longer than 270 days. 

Conventional bonds A conventional bond is a debt instrument without a label (i.e., green, social, or sus-

tainable). It represents a long-term funding source for EUROFIMA in case the fi-

nanced rolling stock is not eligible as green collateral or if the funding is done for 

internal liquidity purposes.  

Credit support annex 

(CSA) 

A credit support annex is a document that defines the terms for the provision of 

collateral by the parties in derivatives transactions. It is one of four parts of a 

standard contract or master agreement developed by the International Swaps and 

Derivatives Association (ISDA). 

Cross-currency swaps A cross-currency swap is an agreement to swap principal and interest payments in 

two different currencies. The swaps are classically used to swap the proceeds of 

debt issued in a foreign currency into the issuer’s domestic currency or to hedge 

investments in foreign currency bonds or EFCs. 

Debt instruments A debt instrument is an interest-bearing instrument that an issuer uses to raise 

capital, or an investor uses to generate investment income.  

Environmental, social 

and governance (ESG) 

ESG stands for environmental, social and governance, a range of key risks and op-

portunities that are increasingly recognised as important elements of a company’s 

long-term performance and competitiveness.  

EUREX repo  EUREX repo is a marketplace for international secured funding and financing. It of-

fers integrated markets for electronic trading, clearing, collateral management 

and settlement of repo transactions. 
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Term Definition 

Euro Medium Term Note 

(EMTN) programme 

A euro medium term note is a medium-term, flexible debt instrument that is traded 

and issued outside of the United States and Canada.  

Euro Commercial Paper 

(ECP) programme 

Euro commercial paper (ECP) is a form of unsecured, short-term loan that is is-

sued in the international money market.  

Equity instruments An equity instrument is a non-interest-bearing instrument that an entity uses to 

raise capital, or an investor uses to generate investment income. 

Equipment financing 

contracts (EFC) 

Loans to railways or railway operators as per EUROFIMA’s guarantee structure and 

shareholder requirements for the financing of rolling stock. Legal documentation 

ensures security interest or legal title to the financed equipment. 

Foreign exchange 

swaps 

A foreign currency swap, also known as an FX swap, is an agreement to exchange 

currency between two foreign parties. The agreement consists of swapping princi-

pal and interest payments on a loan made in one currency for principal and inter-

est payments of a loan of equal value in another currency. 

Interest rate swaps An interest rate swap is a forward contract in which one stream of future interest 

payments is exchanged for another based on a specified principal amount. Inter-

est rate swaps usually involve the exchange of a fixed interest rate for a floating 

rate, or vice versa, to reduce or increase exposure to fluctuations in interest rates 

or to obtain a marginally lower interest rate than would have been possible without 

the swap. 

ISDA master agreement An ISDA Master Agreement is the standard document regularly used to govern 

over-the-counter derivatives transactions. The agreement, which is published by 

the International Swaps and Derivatives Association (ISDA), outlines the terms to 

be applied to a derivatives transaction between two parties, typically a derivatives 

dealer and a counterparty.  

Labelled bonds Labelled bonds are bonds that earmark proceeds for environmental projects (i.e., 

green bonds), social projects (i.e., social bonds) or both combined (i.e., sustainable 

bonds).  

Money market invest-

ment or financing 

The money market refers to trading in short-term debt investments. For  

EUROFIMA, a money market investment or financing is classified as exposure up to 

12 months plus 30 days of settlement period. 
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Term Definition 

Sustainability EUROFIMA views its approach to sustainability from an inward-outward perspec-

tive. While it fulfils its public mission in supporting the development of a sustaina-

ble form of transport, EUROFIMA also aims to enact internal measures that ensure 

its business practices are in-line with its mission to support a low-carbon future 

and social integration. 

Private placements A private placement is an issuance of bonds to pre-selected investor(s) and insti-

tution(s) rather than on the open market. 

Warehousing Warehousing refers to temporary stored funds until the disbursement to the cus-

tomer. These funds are raised for Equipment Financing Contracts (EFC) purposes. 
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