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Figure 1: Target rate, EONIA and OIS.
Panel A shows the target rate together with the overnight interbank interest rate (EONIA). The dashed lines are the bounds of the 
corridor (see Subsection 3). Panel B displays the EONIA spread, i.e. the spread between the EONIA and the target. The  vertical 
bar in Panel B indicates the date on which the Fixed-Rate Full Allotment procedures was announced by the ECB (8 October 
2008). Panel C presents the target rate and two OIS yields. Spreads between OIS and the main policy rate are reported in 
Panel D.

Panel A of Figure 1 compares the fluctuations of the policy rate with these of the EONIA. Changes in 
the policy rate are decided during the first of the bimonthly meetings of the ECB’s Governing Council. On 
a daily scale, this implies a step-like behavior for the target rate. This plot also displays the two additional 
policy rates of the Eurosystem framework. These two rates constitute the bounds of the so-called corridor that 
brackets the main policy rate.18 The lower bound of the corridor is the deposit-facility rate, that is the rate at 
which banks can deposit cash overnight with the Eurosystem. The upper bound is the lending-facility rate, 
at which counterparties can borrow funds overnight from the Eurosystem. No bank would agree (a) to lend to 
another bank at a yield lower than the one it can secure by using the ECB deposit facility – which is a credit-
risk-free investment – or (b) to borrow at a rate higher than the one it can get by using the lending facility. This 
ensures that the EONIA lies within the bounds of the corridor.

Panel B of Figure 1 presents the EONIA spread, that is the yield differential between the overnight inter-
bank rate and the main policy rate, which is the middle of the corridor. In the model, the EONIA spread is 
rt–r̅t = st+ξt. This plot highlights the break in the relationships between these two rates that occurred in 2008. On 

18 See Kahn (2010) for a comprehensive description and an international comparison of “corridor” systems.
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