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PREFACE 
 

The ASX Bank Bill Swap (BBSW) benchmark rates play a prominent role in Australia’s financial infrastructure, 

finding extensive application in both lending transactions and interest rate derivative products and is critical 

for the sound operation and stability of Australia’s financial markets.   BBSW is designed to measure the 

price at which Prime Bank Eligible Securities trade in the open market at approximately 10:00am on a 

Sydney business day.    

Negotiable Certificates of Deposit (NCDs) comprise over approximately 85 per cent of the market.  Bank 

accepted Bills (BABs) comprise the balance of the market. 

Prime Bank Eligible Securities, otherwise referred to as Prime Bank paper, trade homogeneously due to the 

strict criteria applied to the selection of banks which will be afforded Prime Bank status.  

These Prime Bank Conventions support the BBSW Conventions, describing protocols which govern the 

selection of Prime Banks and the ongoing requirements that Prime Banks must adhere to in order to 

maintain Prime Bank Status.     

Transitional changes to Prime Bank Conventions 
 
The Prime Bank Conventions have been updated to reflect the transitional approach that ASX is taking to the 

phase in of the new Volume Weighted Average Price (VWAP) methodology. The first phase of the transition 

will involve maintaining the current national best bid best offer (NBBO) methodology while implementing 

changes to market behaviours. Effective 4th December 2017, the NBBO sample times will be brought 

forward and the early/late pooling convention will be replaced with a Rolling Maturity Pool. Prime Bank’s 

will also be required to quote all trading in Prime Bank paper at an outright rate as set out within these 

conventions. 

The conventions will be updated to reflect the complete VWAP methodology closer to the go live date.  

 
 

 

 

 

 

 

 

 

 

 

 

 



 

 

ASX Prime Banks 
 

ASX Prime Banks are a designated sub-set of the banks operating in Australia, whose short term securities 

trade as a homogeneous asset class and are recognised as being of the highest quality with regard to liquidity, 

credit and consistency of relative yield. This homogeneity promotes market liquidity and provides the basis 

for discovery of Australia’s short term interbank interest rates and in particular BBSW. 

Eligibility Criteria for Prime Banks 
 

Prime Banks are determined through an annual appointment process. 

To be eligible for consideration a bank must: 

 Be an APRA Authorised Deposit-taking Institution (ADI) and classified by APRA as an Australian-owned 
Bank, a Foreign Subsidiary Bank or a Branch of a Foreign Bank, that is authorised to carry on banking 
business pursuant to the Banking Act 1959 (as amended) or comparable legislation in its country of 
origin; 

 Issue securities which are Eligible Securities for Buy Repos at the RBA; 

 Satisfy the credit rating benchmark, as approved by the ASX BBSW Advisory Committee in consultation 
with the NTI Committee, of a Standard & Poor’s local short term rating of A1+ and a local long term 
rating for senior unsecured debt obligations of at least AA-; In the absence of a Foreign branch ADI 
holding specific Australian credit ratings meeting the local criteria, it will be measured by the foreign 
credit rating of the parent. 

 

Prime Bank Eligible Securities 

Prime Bank Eligible Securities are comprised of NCDs and BABs issued or accepted by the Prime Banks, 
where the remaining maturity of the securities is six months or less. As a means of promoting secondary 
market liquidity, these securities are traded within a rolling maturity pool that is +/- 5 good business days 
either side of the straight run maturity date. The Rolling Maturity Pool is described within the ASX BBSW 
Conventions and AFMA NTI Conventions.   

 

Prime Bank Market Making Obligations 

 
There are benefits in funding that accrue to banks that agree to participate in the markets as a Prime Bank and 

continue to meet the associated obligations. As an ongoing condition of accepting Prime Bank status, banks 

agree to price support the Approved Trading Venues (ATV’s) used as the input for identifying the NBBO for 

BBSW by issuing two way markets in eligible securities around the rate set– defined as between 9:43:00 and 

9:47:00.  For clarity it is only required that a two-way market is provided in each tenor across the consolidated 

view of all venues – i.e. it is not necessary to provide markets on each venue in each tenor.  

Prime Banks are expected and have agreed to, post bids and offers across all the tenors included in the BBSW 

benchmark calculation at a maximum spread of 3 basis points  for the 1, 3 and 6 months and 4 basis points for 

the 2, 4 and 5 months. Minimum volume required to be shown on the bid and offer at all times during the rate 

set window is A$ 20 million. 

http://www.asx.com.au/documents/products/bbsw-conventions-effective-4th-december-2017.pdf
http://www.asx.com.au/documents/products/bbsw-conventions-effective-4th-december-2017.pdf
http://www.afma.com.au/standards/market-conventions/Negotiable%20Transferable%20Instruments%20Conventions.pdf


 

 

Each Prime Bank may determine when markets are normal or dislocated, or if the delivery dynamic is creating 

an illiquid asset pool, i.e. assets delivered are to the immediate front end of the pool.  Prime Banks must advise 

ASX if they determine that a market is dislocated before 10:30am on the day of the set. During dislocated or 

illiquid markets Prime Banks are expected to maintain two-way pricing where possible but at wider spreads.  

All Prime Banks are to endeavour to maintain A$ 5 billion Prime Bank Eligible Securities outstanding at all 

times. 

Prime Bank market making will be reviewed by ASX as the Administrator and AFMA Market Committees 

including the Negotiable/Transferable Instruments committee, with oversight by the ASX BBSW Advisory 

Committee. 

Prime Bank Price Quotation and Trading 

All Prime Bank paper trading must be conducted at an outright rate irrespective of whether trades are 

negotiated within or outside the rate set window. Prime Banks must quote at an outright rate and advise any 

investor requesting to trade at BBSW that they must trade at an outright rate. Where switches are 

negotiated, market participants must agree the individual outright prices and these should be priced at 

prevailing market rates. 

Process for appointing a Prime Bank 

ASX will appoint the Prime Banks annually based on the Prime Bank eligibility criteria as listed in this 
document. ASX will also give consideration to the following: 

 The amount of Prime Bank eligible securities on issue. As a general rule, Prime Banks should have at 
least A$ 5 billion in outstanding issuance at any given time. 

 The extent to which the nominated Prime Bank paper is considered and traded as ‘homogenous’ by 
the market. 

 Market participant’s perception of the underlying credit quality of the Prime Bank issuers. 

 The level of perceived expertise in addition to other qualitative criteria such as reputation.  
 

Nominated Banks will be contacted by ASX to determine their willingness to participate and comply with the 
Prime Bank Conventions. Once finalised, ASX will issue a market notice and publish the list of Prime Bank 
names on its website. A four week response period will then commence giving market participants the 
opportunity to provide feedback on the nominations. During this time market participants may express in 
writing, their support for or rejection of the nominated Prime Bank(s). Responses received will be considered 
with regard to the market participants involvement in the rate set with the most active participants having a 
proportionally higher say in the appointment process.  

ASX will endeavour to maintain a minimum of 3 Prime Banks at all times. Should the process fail to appoint 3 
Prime Banks with the support of market participants, the matter would then be referred to the ASX BBSW 
Advisory Committee for a recommended course of action to then be considered by ASX management.  

ASX in consultation with the BBSW Advisory Committee and AFMA NTI committee will monitor market 
conditions and may recommend bringing forward the appointment of Prime Bank’s to ensure market 
integrity is not impaired (for example, should Prime Bank paper begin to trade on a non-homogenous basis).  

 



 

 

Exclusion from the list of Prime Bank names 

 
An institution will be excluded from the list of Prime Bank names if: 

 it no longer meets the Eligibility criteria for Prime Banks; or 

 a request in writing to the ASX Benchmark Manager is submitted by the Prime Bank asking that it be 
removed from the list of Prime Banks. 

 

In either case, market participants will be immediately advised of the exclusion and the list of Prime Banks will 
be amended as soon as practicable.  

 

Prime Bank contingency plan 

 
The major Australian banks play a significant role in the Australian BAB/NCD market and accordingly it is 
prudent that a contingency plan exists should one or more be impacted by a credit rating downgrade which 
precludes Prime Bank eligibility. Should one or more lose Prime Bank status through a credit rating downgrade, 
and  

 If three of the four major Australian banks continue to qualify as a Prime Bank, the Eligibility criteria 
for Prime Banks will stand and the downgraded bank will be removed from the Prime Bank list. 

 If less than three of the four major Australian banks qualify as a Prime Bank the credit ratings 
requirement in the Eligibility criteria for Prime Banks will be lowered until at least three remain as 
Prime Banks. 

 

In the event that the downgrade increases the number of banks eligible to nominate as Prime Banks, ASX will 
call a BBSW Advisory Committee meeting to determine any longer term response, which may include the 
immediate commencement of the Prime Bank appointment process.  

 

Prime Bank reporting requirements 

 
A bank afforded Prime Bank status will  

 permission each authorised venue at a minimum to disclose to ASX all trading in Prime Bank Eligible 
Securities during the period 9:45am -10:15am daily; 

 authorise ASX to disclose to Australian regulators any data so requested as provided by authorised 
venues; 

 authorise ASX to disclose to the public aggregate daily volumes traded, one month in arrears;  
 

 

 

 



 

 

ASX Prime Banks 

 
 

ASX Prime Banks 

ANZ Banking Group Limited 

Commonwealth Bank of Australia 

National Australia Bank Limited 

Westpac Banking Corporation 

 

Date of appointment of Prime Banks:   30 September 2016 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This is not intended to be financial product advice. To the extent permitted by law, ASX Limited ABN98 008 
624 691 and its related bodies corporate excludes all liability for any loss or damage arising in any way 
including by way of negligence.  

Copyright© 2017 ASX Limited ABN 98 008 624 691. All rights reserved 2017.   
 


