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days to
1 Highlights
US industry groups urge New York State to consider 
legislative solution
What happened? The Securities Industry and Financial 
Markets Association (SIFMA) joined numerous trade 
organizations in an appeal to the New York State legislature 
to take swift action on the legislative proposal brought 
forward by the Alternative Reference Rate Committee 
(ARRC). Upon LIBOR’s cessation, the proposed legislation 
would facilitate a statutory replacement of LIBOR in contracts 
containing no, or inadequate, provisions to address a 
permanent discontinuation of the benchmarks. 

In support of their appeal to legislators, the industry groups 
noted that enacting the proposal would promote clarity and 
financial stability, while reducing the potential for extensive 
legislation following LIBOR’s cessation. 

Our take: The urgent tone of the letter clearly indicates that 
neither the ARRC nor other market participants take the 
enactment of a legislative solution for granted. The pursuit of 
a legislative solution is likely to continue over the coming 
months — both in NY State and by means of a federal 
legislative proposal mirrored after the ARRC’s language. 
It comes as no surprise that the major industry organizations 
that have been closest to the transition over the past years 
are voicing their support. But the list of signees also includes 
many smaller trade and advocacy groups, serving as a 
reminder that the transition from LIBOR is a problem for 
small and regional businesses, as well as for the largest 
corporations and Wall Street banks. The pervasiveness and 
broad use of LIBOR across a large number of different 
financial instruments results in many diverse stakeholders in 
the process, as the transition affects both financial services 
and corporate organizations of all sizes. 

https://www.sifma.org/wp-content/uploads/2020/12/ARRC-Letter-of-Support-12.15.20.pdf
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The letter also highlights the potential risks and impacts 
on end users of LIBOR, consumers and businesses 
alike. The message seems to be that a legislative 
solution to mitigate the risks of LIBOR’s permanent 
cessation should not be misunderstood as just another 
accommodation for large money center banks. Rather, 
it should be viewed as a necessary step to reduce not 
only systemic risk, but also to protect the countless 
smaller organizations that might not have the 
sophistication or resources to devise and implement 
transition programs and strategies similar to those of 
the largest market participants.

No news on EU legislative solution
What happened? When the European Council and 
Parliament announced their agreement on an 
amendment to the Benchmark Regulation (BMR) early 
in December, the law-making bodies indicated they 
would “adopt the amendments … as soon as possible.” 
The legislation would bestow the European 
Commission (EC) with powers to direct a statutory 
replacement of a discontinued critical benchmark, such 
as LIBOR, in contracts without — or with insufficient —
provisions to address such a discontinuation. 
At the time of writing this market update, the 
amendments had not yet been adopted. 
Our take: We fully expect the amendments to the EU 
BMR to be adopted in the near future. However, now 
that the UK’s exit from the EU has been completed, it 
would require legislative action in the UK to incorporate 
the amendments into the UK’s version of the BMR. 
Given the political forces at work, it’s not clear that the 
UK would look to align itself to — or follow — EU 
regulatory developments. One date to watch will be the 
expected March 31 deadline for establishing a 
Memorandum of Understanding (MoU) to define a 
framework for cooperation and equivalence on financial 
services regulation between the UK and the EU.
Market participants are likely to welcome the safety net 
that the proposed EU legislation provides for legacy 
LIBOR contracts that do not contemplate the 
benchmark’s permanent cessation. At the same time, 
questions remain as to how such legislation would 
interact with the ARRC’s legislative proposal or the 
prospective publication of a calculation-based (or 
synthetic) LIBOR. 
For market participants, there is no discernible 
advantage to foregoing the proactive remediation of 
legacy contracts in anticipation of a legislative solution, 
especially as there are no guarantees that the EC will 
even execute its new powers. Similar to reliance on a 
synthetic LIBOR, transitioning legacy contracts to 
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alternative reference rates (ARRs) by means of a 
statutory replacement of contractual LIBOR references 
would be economically — and operationally —
comparable to including hardwired fallback language in 
contracts. After LIBOR’s cessation, contracts subject to 
the legislative solution can be expected to reference 
the recommended replacement rate plus a spread 
adjustment, similar to what is commonly stipulated by 
hardwired fallback language. 
Operationally, transitioning contracts by means of the 
legislative solution would present some of the same 
challenges associated with the operationalization of 
hardwired fallback language. Those organizations that 
have to simultaneously transition a potentially 
significant number of contracts upon LIBOR’s cessation 
will have especially complex challenges — stemming 
both from the volume of contracts and the potential 
complications associated with differences in 
approaches in various jurisdictions. 
Rather than providing any economic advantage, 
holding out for a legislative solution is likely to expose 
the organization to litigation risks. Even in the best-
case scenario, it is difficult to envision that there would 
not be market participants that would look to challenge 
such a statutory replacement in the hope of achieving a 
more favorable economic outcome by means of 
litigation. 
The easiest path to avoid the pitfalls and uncertainties 
of a legislative solution remains the proactive 
remediation of legacy LIBOR contracts to the greatest 
extent possible. At a bare minimum, we expect that 
market participants will increasingly look to amend the 
fallback language in existing contracts over the coming 
months. But even an inclusion of hardwired fallback 
language means ceding control over the terms under 
which legacy contracts are transitioned. For most, 
reducing LIBOR exposure wherever possible should 
remain the preferred option. 

Vendor readiness remains a concern
What happened? The Working Group on Sterling 
Risk-Free Reference Rates (RFRs) published an open 
letter to loan and treasury management system 
providers, highlighting that there was a “material 
reliance on timely delivery” of software changes 
needed to transact in alternative reference rates. The 
working group has set a regulator-endorsed target for 
market participants to end issuances of new GBP 
LIBOR loans by the end of Q1 2021. 
The letter includes a summary of key capabilities 
required for the processing of RFR products on loan 
platforms and treasury management solutions. 
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https://www.consilium.europa.eu/en/press/press-releases/2020/12/09/council-endorses-new-rules-addressing-cessation-of-financial-benchmarks/
https://eur-lex.europa.eu/procedure/EN/2020_154
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/open-letter-to-tms-and-loan-vendors-rfrwg-pack.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/path-to-discontinuation-of-gbp-libor-lending-by-end-q1-2021.pdf
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The working group also includes excerpts of its recent 
survey of treasury management system vendors. While 
showing progress in system vendors’ planning for 
transition, the results of the survey also highlighted the 
difficulties presented by a lack of consistency in RFR 
conventions with respect to finalizing system updates. 
In the US market, where firms tend to rely on many of 
the same third-party service providers, supervisors 
expect banks to end the use of USD LIBOR in new 
products “as soon as practicable,” but no later than 
December 31, 2021. 

Our take: There appear to be some real concerns with 
respect to the industry's ability to end GBP LIBOR loan 
issuances by the end of Q1 2021, the regulator 
endorsed target date. For any organization that has not 
yet begun the effort to adapt and update its lending and 
treasury management platforms, three months would 
be an awfully short time window to complete the steps 
to implement, test and go live with any required system 
updates. It’s not clear that there is much appetite to 
further delay the March 31 target date, especially since 
the date has been pushed back once already. 
Progress toward establishing RFR lending capabilities 
at vendors and financial institutions has at times been 
hampered by uncertainties around evolving market 
conventions. But anybody who might be expecting a 
single definitive convention for the use of RFRs in 
lending products is bound to be disappointed, at least 
in the near- or medium-term. More likely, markets and 
conventions for the use of RFRs in lending and other 
products will continue to evolve long past the date of  
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LIBOR cessation. Today, organizations need to 
evaluate the options before them and make choices on 
conventions that take into account firm-specific 
strategic and client considerations. 
The ARRC’s target date of June 30, 2021, for an end to 
USD LIBOR lending might, at first glance, provide 
market participants some additional time. In reality, 
however, banks in the US market should feel much of 
the same urgency to accelerate their efforts to increase 
RFR-based lending. For some banks, that might 
include putting in place temporary solutions to establish 
the necessary capabilities, before finalizing system 
updates to support transacting in RFRs in a business-
as-usual environment.

SAVE THE DATE!
Supplying demand: Bringing RFR loans to 

market within the next 300 days
At a recent industry event, FRB NY Senior Vice 
President Nathaniel Wuerffel offered up1 a series of 
New Year’s resolutions for the transition away from 
LIBOR:
1. No new LIBOR.
2. Build SOFR into your diet.
3. Work off those legacy LIBOR exposures.

Look for an announcement and invitation to our 
upcoming webcast. We will discuss practical 
recommendations for firms to shift production to new 
RFRs early in 2021. 

1Source: Speech — A Resolution for 2021: No New LIBOR

Futures and options

Source: CME, ICE (accessed January 4, 2021) Source: CME, LCH, ICE (accessed January 4, 2021)

RFR adoption: Derivatives 2

https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20201130a1.pdf
https://www.newyorkfed.org/newsevents/speeches/2020/wue201210
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Source: analysis.swapsinfo.org (Interest rate and credit 
derivatives weekly trading volume: Week ending 

January 1, 2021, accessed January 4, 2021.

Swaps trading

Our take
Futures and Swaps
Apparently, Santa isn’t a derivatives trader. Over 
consecutive shortened trading weeks, average daily 
trading volumes in both SOFR and SONIA swaps 
dropped sharply — as did open interest. Futures didn’t 
fare much better, as average trading volumes in both 
SOFR and SONIA futures dropped well below their 
average levels in the final two weeks of 2020. 
The reduced activity, however, shouldn’t be interpreted 
as a reduced interest in RFR products. Market activity 
typically declines between Christmas Eve and New 
Year’s Day, before recovering in January. In fact, USD 
LIBOR swap trading saw a sharper decline than SOFR 
activity over the same period. We expect a recovery in 
RFR trading volumes in the coming weeks, similar to 
what was observed in January 2020. 

IBOR Fallbacks Protocol adherence (as of Dec. 15)
- 3,955 total entities (up from 2,617)
- 27 out of 30 G-SIBs (up from 26)

Source: ISDA
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RFR adoption: Cash products3
USD FRN issuances (in billions)

Source: Bloomberg
FRN issuances (as of January 1, 2021)

For additional details on employed conventions and other parameters of recent RFR-based loans, see the Loan 
Market Association’s (LMA) regularly updated list of RFR referencing syndicated and bilateral loans.

SONIA FRN issuances (in billions)

Notable cash product issuances and other RFR adoption

Our take:
December 31, 2020, marked the ARRC’s target date for an end to issuances of new USD LIBOR FRNs. While it 
is unrealistic to expect issuances in USD LIBOR FRNs to stop entirely at this point, the market continues to shift 
toward SOFR as the preferred reference rate for new USD notes. Over the past year, the amount issued in SOFR 
FRNs has outpaced that issued in USD LIBOR FRNs by a margin of two to one. 

That doesn’t mean there isn’t room for improvement. When private sector SOFR FRN issuances outpaced those 
of GSEs in October, some wondered whether we had achieved an inflection point in the broader adoption of 
SOFR. That optimism turned out to be premature, as FRN issuances by GSEs accounted for over 60% (by 
amount issued) of SOFR FRNs. 

RFR Company Detail Resources
SOFR Oaktree Specialty 

Lending Corporation
Amended a syndicated senior secured credit facility to 
include hardwired fallback language, using term SOFR as 
the first option in the waterfall. 

Reg Filing

Starlight US Expanded its Multi-Family (No. 1) Core Plus Fund’s SOFR-
linked credit facility by $50 million as part of an acquisition 
of two multi-family properties.

Press Release

Ahold Delhaize Included a switch mechanism away from USD LIBOR in a 
new three-year €1 billion revolving credit facility.

Press Release

Peapack-Gladstone 
Financial

Completed the private placement of $100 million in 
subordinated notes referencing SOFR.

Press Release

SONIA BNP Paribas Extended a three-year SONIA-based revolving credit 
facility to Metropolitan Thames Valley, thought to be the 
first RFR sustainability-linked loan in its sector.

Press Release

Leeds Building 
Society

Switched the reference rate on its €7 billion Global 
Covered Bond Programme from LIBOR to SONIA.

Reg Filing

https://www.lma.eu.com/application/files/2816/0802/3756/List_of_RFR_referencing_bilateral_and_syndicated_loans_December_2020.pdf
https://investors.oaktreespecialtylending.com/static-files/933416bd-dcee-49ad-8697-200e2fc13e0d
https://www.starlightus.com/news-media/?option=com_dropfiles&task=frontfile.download&catid=99&id=1216&preview=1
https://www.aholddelhaize.com/en/media/latest/media-releases/ahold-delhaize-announces-1-billion-sustainability-linked-revolving-credit-facility/
https://www.streetinsider.com/Globe+Newswire/Peapack-Gladstone+Financial+Corporation+Completes+Private+Placement+of+$100+Million+of+Subordinated+Notes/17751296.html
https://www.bnpparibas.co.uk/en/2020/12/10/bnp-paribas-and-mtvh-metropolitan-thames-valley-sign-50mn-sustainability-linked-loan/
https://www.investegate.co.uk/article.aspx?id=202012151531507577I
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National working groups
Alternative Reference Rates Committee (ARRC)
• Updated its Frequently Asked Questions (FAQs), confirming that its recommended target dates for the end of new USD LIBOR 

issuances were fully consistent with regulatory guidance to end the issuance of new USD LIBOR products as soon as practicable.
• Published an updated version of its legislative proposal to address legacy LIBOR exposures with no or inadequate fallback language.
WG on Sterling RFRs
• Chair Tushar Morzaria appealed to loan and treasury management systems providers to support their clients in preparation for the Q1 

2021 target date to cease the issuance of new GBP LIBOR products.
• Published an updated roadmap and considerations for lenders and borrowers to meet the working group’s target date of Q1 2021 to 

cease the issuance of new GBP LIBOR loans.
• Published a discussion document on different approaches and considerations related to calculating a credit spread adjustment for the 

purpose of transitioning legacy LIBOR-based loans to SONIA.

CIC on JPY IR Benchmarks
• The subgroup on loans provided an update at the December 25 meeting, noting that most respondents preferred lookback without 

observation shift as convention for using a TONA in arrears fixing in loans.
Canadian Alternative Reference Rate Working Group (CARR)
• Published an overview of CDOR and the underlying bankers’ acceptance market provided to the committee by the Bank of Canada.

Regulators
• CFTC: Issued temporary no-action relief to permit futures commission merchants to invest customer funds in investments that reference, 

or correlate closely to, SOFR.
• Swiss National Bank: The SNB will exclude LIBOR-based FRNs (in any currency) from eligible repo collateral after 2021.
• IASB: Published an update to the IFRS Taxonomy 2020 to reflect accounting standard updates made as part of phase 2 of the board’s 

project to address issues related to interest rate benchmark reforms.
• Financial Reporting Council: Issued amendments to FRS 102 that address issues arising from interest rate benchmark reform. 
• CFPB: Published final amendments to the Ability-to-Repay/Qualified Mortgage Rule (ATR/QM Rule), clarifying the definition of qualified 

mortgage under Reg Z. The bureau noted that it did not believe the final rule would add to the challenges of transitioning from LIBOR to 
SOFR, as some commenters had suggested. 

• Bank of Thailand: Announced it would begin issuing THOR-based floating rate notes in March. 
• Egypt: Egypt’s International Cooperation Ministry formed a committee on the phase-out of LIBOR, coordinating with Egypt’s Central 

Bank and Finance Ministry.
Industry groups, infrastructure providers and other items

• Refinitiv: Announced it would begin publication of production Term SONIA on January 11.
• US Trade Organizations: Major industry organizations sent a letter in support of ARRC’s legislative relief proposal to the New York 

State legislature, urging swift action on the proposal to minimize the risks associated with tough legacy contracts.
• SIFMA: Issued a statement of support of ARRC’s legislative proposal, while noting that it would continue to discuss the possibility of 

federal legislation as well. 
• LSTA: Reiterated that market participants should not misinterpret the proposed timelines for USD LIBOR’s cessation as a reason to 

delay their transition efforts.
Published a blog post on using “average RFRs” to calculate cost of carry.

• ICMA: Published the minutes of the joint LIBOR trade association working party’s December meeting. 
• LMA: Published a webinar on Tesco’s recently finalized RFR-linked syndicated revolving credit facility.

Published a webinar on considerations for LIBOR transition in real estate finance markets.
Published an interview with Brian Fraser, Senior Manager, Lending Operations & Agency at Lloyds Bank Commercial Banking, on the 
impacts of LIBOR transition on facility agents.

• APLMA: Published LIBOR to SOFR switch documents, updated hardwired SOFR discussion documents and supporting guidance notes 
(member access only). 

• CME: Following the discounting and PAI switch to SOFR for cleared USD IR swaps earlier this year, the CME is planning to switch other 
Cleared OTC products with a USD funding component to SOFR discounting on March 26, 2021.
Began publication of SONIA and €STR MAC rates.

• LCH: Published a proposal to convert forward-rate agreements referencing LIBOR into single period swaps at the time of LIBOR’s 
cessation, considering the backward-looking nature of ISDA’s IBOR fallbacks.

• CRE Finance Council: Summarized the current state of the transition to SOFR, including a deep dive into conventions, fallback 
language and tough legacy contracts. 

• Fannie Mae/Freddie Mac: Updated its LIBOR Transition FAQs.
• Ginnie Mae: Extended the deadline for securitization of new LIBOR-based home equity conversion loans from January 1, 2021, to 

March 1, 2021.

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/ARRC-faq.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ny-libor-legislation
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/open-letter-to-tms-and-loan-vendors-rfrwg-pack.pdf?la=en&hash=3C4F3E50A7E37B38E3444C4918FBF2440C77201B
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/path-to-discontinuation-of-gbp-libor-lending-by-end-q1-2021.pdf?la=en&hash=E373B6E9730A486757800828E604F029D65E1C2E
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/credit-adjustment-spread-methods-for-active-transition-of-gbp-libor-referencing-loans.pdf?la=en&hash=4C41CC67E9C81DC835644603D05ACE3120F66999
https://www.boj.or.jp/en/paym/market/jpy_cmte/cmt201225b.pdf
https://www.bankofcanada.ca/wp-content/uploads/2020/12/carr-overview-cdor-november-16-2020.pdf
https://www.cftc.gov/PressRoom/PressReleases/8347-21
https://www.snb.ch/en/mmr/reference/repo_rund_20201217/source/repo_rund_20201217.en.pdf
https://www.ifrs.org/news-and-events/2020/12/iasb-issues-ifrs-taxonomy-update-for-interest-rate-benchmark-reform-phase-2/
https://cdn.ifrs.org/-/media/project/ifrs-taxonomy-update-ibor-2/tu2020-ibor2.pdf
https://www.frc.org.uk/getattachment/f9638d90-0c77-4c81-b604-589a553f6c08/Amendments-to-FRS-102-Web-ready.pdf
https://www.federalregister.gov/documents/2020/12/29/2020-27567/qualified-mortgage-definition-under-the-truth-in-lending-act-regulation-z-general-qm-loan-definition
https://www.bot.or.th/English/PressandSpeeches/Press/2020/Pages/n9363.aspx
https://sis.gov.eg/Story/153449/Mashat-chairs-1st-meeting-of-national-committee-to-study-steps-for-transition-from-LIBOR?lang=en-us
https://www.refinitiv.com/en/media-center/press-releases/2021/january/refinitiv-to-launch-production-term-sonia-benchmark-on-january-11-2021
https://www.sifma.org/wp-content/uploads/2020/12/ARRC-Letter-of-Support-12.15.20.pdf
https://www.sifma.org/resources/news/sifma-statement-on-transition-from-libor-to-alternative-rates-and-arrc-model-law-for-new-york-state/
https://www.lsta.org/news-resources/libors-end-are-arrc-recommendations-aligned-with-fca-iba-announcements/
https://www.lsta.org/news-resources/using-average-rfrs-to-calculate-cost-of-carry-in-the-post-libor-era/
https://www.icmagroup.org/assets/documents/Regulatory/Benchmark-reform/Final-External-Minutes-of-LIBOR-TA-Meeting-2-December-2020-050121.pdf
https://vimeo.com/491099589
https://www.lma.eu.com/lmaplayer?t=134#item-134
https://www.lma.eu.com/application/files/6416/0812/3693/LMA_Interview_LIBOR_transition_V03_2.pdf
https://www.aplma.com/en/documentation/asian-documents
https://www.cmegroup.com/trading/interest-rates/files/emerging-market-discounting-transition-proposal-dec-2020.pdf
https://www.cmegroup.com/trading/interest-rates/swap-futures/mac-standard.html
https://www.lch.com/membership/ltd-membership/ltd-member-updates/lchs-proposed-position-respect-benchmark-fallbacks-and
https://cmbs.informz.net/cmbs/data/images/Dec_Thought%20Leadership%20article_LIBOR%20Report_4.pdf
http://www.freddiemac.com/about/pdf/LIBOR_faq_MF.pdf
https://www.ginniemae.gov/issuers/program_guidelines/Pages/mbsguideapmslibdisppage.aspx?ParamID=121
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2021 2022
by Q3, 2021
ARRC: no new LIBOR CLOs
CIC: significant reduction in LIBOR loans and bonds
JPY OIS term rates

by Q1, 2021
Sterling RFR WG: significant reduction in stock of LIBOR-based contracts
Sterling RFR WG: no new LIBOR loans or linear derivatives (Q3 2020)
Euro RFR WG: recommendations on EURIBOR Fallbacks (Q4 2020)
CIC: system and ops readiness for RFR compounding 
ARRC: dealers quote USD derivatives in SOFR
BoE: haircut add-ons to LIBOR-linked collateral (start Apr 1) (Oct 1 2020)
FINMA: plans for reduction of “tough legacy”

(Q4 2020) Delayed milestone

by Q2, 2021
ARRC: no new LIBOR business loans, securitizations (excluding 
CLOs) or derivative trades that increase LIBOR risk
SOFR term rate
CIC: no new LIBOR loans or bonds 
FSB/FINMA: system and process changes complete

2023

by December 31, 2020
ARRC: no new USD LIBOR 

FRNs, vendor readiness 
(securitizations), amend 

interdealer CSAs to use & make 
markets in SOFR IR products

GSEs stop purchasing 
LIBOR ARMs

FSB: ability to offer
non-LIBOR loans

January 25, 2021
ISDA: IBOR Fallbacks Protocol 

becomes effective
ICE BA: Consultation on potential 

LIBOR cessation closes

in Q1, 2021
FCA/IBA: announcements on cessation

timing for all LIBOR settings
“Spread Adjustment Fixing Date”

for all LIBOR settings

US Supervisors: no new USD LIBOR 
products “as soon as practicable”

June 30, 2023
End of publication: 

o/n, 1, 3, 6 and 12 months USD LIBOR

December 31, 2021
End of publication:
GBP, EUR, JPY, CHF LIBOR and 1W, 2M USD LIBOR
US Supervisors/FCA/FSB/FINMA: 
no new USD LIBOR products

January 31, 2021
FINMA: No new “tough legacy,” 

ability to offer ARR loans

Note: Several milestones pending 
outcome of market consultations
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