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Highlights
€STR discounting switch in the books  — SOFR up next
What happened? A key milestone in the transition to new 
RFRs in the Euro markets has been completed, as the central 
counterparty (CCP) clearinghouses have switched from 
EONIA to €STR as the rate for calculation of price alignment 
interest (the interest paid on collateral) for EUR-denominated 
interest rate swaps and consequently discounting future cash 
flows. Indications are that the switch was accomplished 
without major issues. 
The eyes of the financial world now turn to the USD 
derivatives markets, as market participants prepare for the 
corresponding switch for cleared USD interest rate derivatives 
from the effective federal funds rate (EFFR) to SOFR, 
scheduled for the weekend of October 17, 2020. At the 
CFTC’s last Market Risk Advisory Committee (MRAC) 
meeting, the subcommittee on interest rate benchmark reform 
delivered a report summarizing the learnings from a recent 
tabletop exercise on the discounting switch conducted earlier 
this year:
- Enhanced education is needed for all involved parties.
- Risk mitigation strategies should be considered in advance 

of the discounting switch.
- Proactive internal preparation is critical to produce a 

positive outcome.
Appendices to the report included summaries of the two major 
clearinghouses’ (CME and LCH) proposed approaches for the 
discounting switch, the mechanics of which will differ from that 
of the EONIA to €STR switch. Key differences include the use 
of basis swaps in addition to cash payments as an additional 
form of compensation for the change in discounting risk 
profile of derivatives held in firms’ portfolios, an auction 
process for participants looking to contemporaneously unwind 
these basis swaps and the methodology for calculating the 
cash compensation amount.
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https://www.linkedin.com/pulse/switching-from-eonia-str-another-piece-puzzle-matthias-graulich/
https://www.cftc.gov/PressRoom/PressReleases/8214-20
https://www.cftc.gov/media/4276/MRAC_TableTopExercise072120/download
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Our take: The discounting switch marks only the 
beginning of the journey to entrench €STR in the 
financial systems. As expected, the change did not 
prompt an immediate rush on €STR derivatives trading, 
although July did eventually set a record for trading 
volumes in €STR swaps.
It appeared that market participants were generally 
well-prepared for the switch, having focused primarily 
on the verification and transfer of compensation 
payments and achieving operational readiness for 
internal systems and processes. Firms that are now 
turning their attention to the SOFR discounting switch 
in October would be well advised to apply at least the 
same level of diligence. The SOFR discounting switch 
will entail additional complexities that should not be 
underestimated. EONIA and €STR discounting curves 
are parallel by definition, as EONIA has been quoted as 
“€STR + 8.5bps” since October of last year. The EFFR 
and SOFR curves, on the other hand, have different 
term structures, resulting in significantly more complex 
(and different) approaches by the clearinghouses to 
calculate and compensate participants for the impact to 
their portfolios. How to address these issues, and the 
associated hedging and accounting impacts, remains a 
a focus for many firms. As the MRAC’s report 
highlights, there are additional, nuanced differences 
between the approaches employed by the two major 
clearinghouses, such as auction timing and the ability 
to opt out of receiving discounting risk swaps. These 
are bound to introduce additional complexities —
especially for the many participants with exposures at 
both LCH and CME. 
We expect the clearinghouses and industry groups to 
follow the MRAC’s call for increased education of 
market participants. Organizations preparing for the 
switch should look to incorporate additional guidance 
that might be provided as part of their preparations. 

ECB report: banks generally behind schedule
What happened? The European Central Bank (ECB) 
published the results of its horizontal assessment of 
banks’ readiness for benchmark rate reforms more than 
a year after it had sent a “Dear CEO” letter to banks 
supervised under the Single Supervisory Mechanism 
(SSM) in July 2019.
While the report notes that banks were generally aware 
of the risks associated with reference rate reforms, the 
ECB criticized banks’ progress in developing and 
implementing corresponding mitigating actions. In 
addition, it expressed concern that banks have only 
shown limited focus on EURIBOR, which remains the 
most widely used benchmark in the euro area.
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As a tool to support institutions in preparing for the 
transition to alternative reference rates, the ECB also 
released a report on best practices for banks, providing 
guidance and considerations related to governance 
structures, risk identification approaches, action 
planning, budgeting and staying abreast of industry 
developments.
Our take: Banks should not interpret the ECB’s 
seemingly delayed publication of results as a lack of 
concern or engagement. Now that major milestones in 
the transition from EONIA, such as the €STR 
discounting switch and the ISDA Fallback Protocol, 
have been completed, banks should fully expect to field 
further regulatory inquiries into their transition planning 
and activities, specifically with respect to the transition 
from EURIBOR. 
While statements made by regulators across different 
jurisdictions over the recent weeks might have differed 
in tone and level of directness, the core message to 
market participants has remained the same: Prepare to 
have your homework examined and expect that a lack 
of preparation will garner an ongoing, increased level of 
attention throughout the remainder of the transition. In 
the U.S., for instance, the ARRC’s latest newsletter
notably opens with a prominent reminder that 
regulators — including the FFIEC, OCC and SEC —
are increasing their focus on LIBOR transition as part of 
their examinations. By now, any firm that is not 
prepared for a detailed discussion of its transition 
plans, LIBOR exposures and approach to mitigate the 
risks of transition will likely face difficult conversations 
with its supervisors, irrespective of jurisdiction. 
Regulatory scrutiny aside, institutions that aren't 
actively preparing for the transition — or that hesitate  
to develop tactical approaches to embrace and 
accommodate what may be imperfect solutions — will 
likely face an operationally more difficult and riskier 
path in the transition away from LIBOR. Or, as the Loan 
Syndications and Trading Association (LSTA) put it 
during their latest webinar on LIBOR transition: 

Source: “Surviving the end of LIBOR: tools and tips from the trenches 
presentation” (LSTA, accessed July 30, 2002)

https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.horizontalassessmentssmbankspreparednessbenchmarkratereforms202007%7Ea96763cb4b.en.pdf?dee821013910e0e51ca6bb1f7e71cf49
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.reportpreparationsbenchmarkratereforms202007%7Ebd86332836.en.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/20200730-ARRC-Newsletter-June-July-2020
https://www.lsta.org/content/surviving-the-end-of-libor-tools-and-tips-from-the-trenches-presentation/
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ARRC’s syndicated loan conventions: Choose your 
own adventure?
What happened? The ARRC released recommended 
conventions for the use of SOFR in arrears in 
syndicated business loans. Rather than converging on 
a single recommended methodology, the guidance 
clarifies the implications of basing new SOFR 
syndicated loans on either simple or compound 
interest. While the guidance does provide specific 
recommendations for other conventions — such as 
business day lookback, observation shifts, day count 
conventions and rounding — the ARRC provides 
optionality for market participants. 
Additional technical reference and market feedback 
documents in support of the guidance are expected to 
be published separately.
Our take: As different firms are bound to make different 
choices, market participants will likely need to prepare 
for multiple conventions in cash products. The ARRC’s 
recommendations appear to reflect a deliberate 
balancing act, taking into account feedback from 
certain market participants and industry groups such as 
the LSTA. On the one hand, there is recognition that 
daily compounding is a more accurate representation of 
the financial costs of funding a loan and aligns more 
closely to established conventions in the derivatives 
markets that many participants use to manage interest 
rate risk on loans. On the other hand, daily simple 
interest provides an operationally easier solution that 
does not disrupt existing conventions of the syndicated 
loan markets, such as intraperiod trading and interest 
accruals related to early paydowns. Given that the 
economic differences between the two conventions are 
relatively small — in part driven by the current low-
interest rate environment — some market participants 
appear willing to accept the trade-off between reduced 
accuracy and operational ease, at least in the near-
term. 
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In the absence of a single emerging industry standard, 
many market participants will likely have to develop 
capabilities — both tactically and strategically — to 
support both sets of conventions. We expect to see a 
mix of offerings over the coming months, and only time 
will tell whether the industry will eventually converge 
around a single convention.

EC legislative proposal to address legacy contracts 
that cannot be transitioned
What happened? The European Commission (EC) 
published a proposal to amend the EU Benchmarks 
Regulation (BMR), aiming to address the issue of 
legacy LIBOR-based contracts that cannot be 
transitioned or amended prior to LIBOR’s cessation, 
(also referred to as “tough legacy” contracts in similar 
proposals in other jurisdictions). The proposal, based 
on an impact assessment conducted earlier this year, 
would allow the EC to specify a replacement rate to 
replace contractual references to LIBOR (or other 
critical benchmark) in the case of LIBOR’s cessation. 

The replacement rates would be selected with due 
consideration of the recommendations made by the 
various alternative reference rate committees, such as 
SONIA as an alternative for GBP LIBOR, or SOFR as 
an alternative to USD LIBOR. The scope of this 
solution for tough legacy contracts would be limited to 
contracts entered into by an EC supervised entity. 

The proposal is similar to one put forward by the ARRC 
in the U.S., in that it applies to any LIBOR-based 
contract containing either no or insufficient fallback 
language, irrespective of product, and provides parties 
with a mutual opt-out provision. 

Before going into effect, the proposal will need to be 
negotiated between the European Parliament and 
Council, which may yet result in material amendments. 
The EC has indicated that it is looking to fast-track 
these negotiations in order to be finalized prior to 
LIBOR cessation.

Our take: It’s been made clear by regulators that 
reliance on the various legislative proposals should be 
considered a backstop of last resort — whether it would 
come in the form of legislative relief proposed by the 
EC or the ARRC, or the publication of a synthetic 
LIBOR proposed by the FCA. Not only is there 
uncertainty over whether such solutions can be fully 
enacted in time for LIBOR’s cessation, but market 
participants relying on such a solution would effectively 
cede control over the terms under which their legacy 
contracts are transitioned. In addition, there remain Watch the replay

Operational 
readiness during 
the LIBOR 
transition

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_SOFR_Synd_Loan_Conventions.pdf
https://ec.europa.eu/finance/docs/law/200724-benchmarks-review-proposal_en.pdf
https://ec.europa.eu/finance/docs/law/200724-benchmarks-review-proposal-impact-assessment_en.pdf
https://link.voicestorm.com/Link/451101/Article/Redirect/ccea47f4-e713-41ed-b1ee-b3a065d0963d?uid=67750&actr=Broadcast&actd=1252&__c=451101_ArticleBroadcast_8427321_DySi
https://nam05.safelinks.protection.outlook.com/?url=https://click.us.info.pwc.com/?qs%3D6d221bb2ff5186c529519d7272861fbd122323e1e25f8d54bb1704c6ebea907e55d6d5fe1c3cb76f831e5a5861fa22f6a0f7be34ec9d73f8&data=02|01|ttweed@athene.com|46c767f79e2b4669594708d8332f7f15|70559d03915449e19e59be933c7f8440|1|0|637315626377667815&sdata=7CvSv01Djwznfqydb2D3foP6pIxokurtGxt1%2B52PTTE%3D&reserved=0
https://nam05.safelinks.protection.outlook.com/?url=https://click.us.info.pwc.com/?qs%3D6d221bb2ff5186c529519d7272861fbd122323e1e25f8d54bb1704c6ebea907e55d6d5fe1c3cb76f831e5a5861fa22f6a0f7be34ec9d73f8&data=02|01|ttweed@athene.com|46c767f79e2b4669594708d8332f7f15|70559d03915449e19e59be933c7f8440|1|0|637315626377667815&sdata=7CvSv01Djwznfqydb2D3foP6pIxokurtGxt1%2B52PTTE%3D&reserved=0
https://nam05.safelinks.protection.outlook.com/?url=https://click.us.info.pwc.com/?qs%3D6d221bb2ff5186c529519d7272861fbd122323e1e25f8d54bb1704c6ebea907e55d6d5fe1c3cb76f831e5a5861fa22f6a0f7be34ec9d73f8&data=02|01|ttweed@athene.com|46c767f79e2b4669594708d8332f7f15|70559d03915449e19e59be933c7f8440|1|0|637315626377667815&sdata=7CvSv01Djwznfqydb2D3foP6pIxokurtGxt1%2B52PTTE%3D&reserved=0
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unanswered questions as to how the various proposals 
might interact across jurisdictions, the potential for 
ensuing litigation and the scope of such solutions. 

To mitigate these risks, market participants should 
proactively transition contracts to the greatest extent 
possible. The results from a poll conducted (see chart 
on right) during our recent webcast support this view. 
When asked about their strategy for amending legacy 
contracts, 75% of respondents who have a conversion 
strategy in place noted that it included at least an 
element of active conversion ahead of LIBOR 
cessation. Seatbelts are required, but not having to use 
them in the first place clearly appears to be the 
preferred alternative. 

ECB’s plans to publish compound €STR averages
What happened? The European Central Bank (ECB) 
released a consultation on the publication of 
compounded €STR averages and index to encourage 
and support the wider use of €STR, and to provide a 
rate that market participants subject to the BMR may 
reference in fallback provisions in EUR LIBOR or 
EURIBOR-linked contracts. The ECB is asking for 
feedback on the methodology and conventions for 
calculating and publishing backward-looking averages 
in maturities of one week, one month, three months, six 
months and 12 months. The €STR index would 
aggregate the daily compounded values for one euro, 
beginning on October 1, 2019, €STR’s first publication 
date. 

Promoting international consistency, the ECB’s 
suggested conventions align closely to those employed 
by the Bank of England (BOE) and FRB NY in the 
calculation and publication of similar averages for 
SONIA and SOFR, respectively. 

Comments are due by September 11, 2020, with 
results to be made available within three weeks later.

Our take: The timing of the ECB’s announcement, 
alongside its report on banks’ preparedness for 
benchmark reforms, might not be entirely coincidental. 
In overtly promoting compound €STR as an alternative 
to forward-looking EURIBOR term rates in loan 
products, the proposal seems to serve as a reminder 
that EURIBOR’s future is far from certain  — and 
banks’ transition planning should not only focus on the 
move from EONIA to €STR, but consider the long-term 
risks of EURIBOR’s unavailability as well. 

The ECB’s proposal mirrors the efforts by the BOE and 
FRB NY to publish backward-looking averages for 
SONIA and SOFR, respectively. As those initiatives 

have been well received by market participants, we 
would expect that a majority of respondents will support 
the ECB in its initiative. 

While the publication should certainly be helpful for a 
portion of the market, it does not provide a universal 
solution. As is the case for published (or soon to be 
published) averages in other RFRs, the proposed 
methodology remains incompatible with loan 
conventions that are based on different calculation 
methods, such as a lockout approach which repeats or 
freezes one of the daily rates for a stipulated number of 
days at the end of the interest calculation period.

SIBOR no more? SORA proposed as main 
benchmark in Singapore
What happened? The Association of Banks in 
Singapore (ABS), Singapore Foreign Exchange Market 
Committee (SFEMC) and Steering Committee for SOR 
transition to SORA (SC-STS) published a report on 
reforms of SIBOR and the future of interest rate 
benchmarks in Singapore. Rather than anticipating a 
dual-rate environment in which a reformed SIBOR (also 
called "New Polled Benchmark") and SORA, a risk-free 
alternative reference rate, would co-exist, the report 
recommends a shift to SORA as the main interest rate 
benchmark, with SIBOR to be discontinued in three to 
four years. 

Looking ahead, ABS-SFEMC and SC-STS propose a 
phased approach for the transition to SORA, with the 
deepening of liquidity in SORA markets being the 
immediate priority. Citing the progress being made in 
the transition of derivative markets from SOR to SORA, 
and the initial business and retail loan pilots in Q2 and 
Q3 2020, banks are now expected to launch more 
SORA loans and increase their outreach and education 
efforts to their customers. 

Market update: July 16-31, 2020
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https://www.ecb.europa.eu/pub/pdf/other/ecb.consultation_publication_compounded_term_rates_ESTR202007%7E0567eaeb98.en.pdf?7e5648246f1e5dff9d79d8444b5c6a03
https://www.abs.org.sg/docs/library/joint-industry-consultation-on-the-sibor-reform-and-a-shift-to-a-sora-centered-sgd-interest-rate-market.pdf
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Futures and options

Source: CME, ICE (accessed August 3, 2020) Source: CME, LCH, ICE (accessed August 3, 2020)

RFR adoption: Derivatives 2

Our take

After hitting a year low in early April, trading volumes in SOFR futures have continued to increase steadily, 
including a spike in average daily trading volume in June. Open interest, however, had been trending downward till 
now. After falling to its lowest level since the beginning of the year at the beginning of July, every week this month 
saw a modest increase in open interest. Options on 3M SOFR futures were traded for the first time since late May.
Trading in SONIA Futures fell sharply in the last week of July. This is due notably to a large decline in trading of 
ICE 3M SONIA Futures, the engine that had single-handedly pushed volumes to record levels between late April 
and early June, with around 63k contracts traded daily. In comparison, the last week of July saw a mere 8k 
contracts traded daily on average.

Our take: A number of Asia-Pacific countries have 
adopted a multi-rate approach, introducing new risk-
free overnight rates while maintaining often-reformed 
existing IBORs. A challenge with such a proposed 
multi-rate environment is that a structural change in 
bank funding away from unsecured interbank term 
funding has reduced liquidity in IBORs. Maintaining 
liquidity in both unsecured term funding and 
overnight markets is difficult, if not impossible, in 
certain markets. The report marks a first step in 
Singapore’s case toward a single overnight 
benchmark and focusing the liquidity needed for a 
robust interest rate in overnight markets.

Firms should focus on reviewing and adapting their 
transition plans in line with this guidance. Organizations 
that had been relying on the continued availability of 
SIBOR as a reference rate in loan markets should now 
accelerate their analysis of what will be required to 
initiate new loan products tied to SORA. Organizations 
may need to consider not only strategic implications 
related to new product development, but also assess 
the operational readiness of systems and processes. 
While additional guidance on SORA loan conventions 
is expected to be published later in Q3 2020, firms can 
already avail themselves of the discussions, published 
guidance and emerging conventions in other 
jurisdictions and currencies to inform their transition 
plans. 
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Source: analysis.swapsinfo.org 
(Interest rate and credit derivatives weekly trading volume: Week 

ending July 31, 2020, accessed August 3, 2020)

Swaps trading

Our take
With the €STR discounting and PAI switch completed, 
July unsurprisingly saw the highest trading volumes 
and notionals since €STR’s inception last October. But 
while increases over the week that followed were only 
modest, the discounting switch can be expected to act 
as a catalyst for a continued increase in trading 
volumes over time. 
All eyes now switch to the USD markets, with the 
SOFR discounting and PAI switch scheduled for this 
October. Trading volumes in SOFR — and other RFR 
swaps — have been relatively flat since March. Only 
SONIA swaps trading has been able to increase vis-a-
vis GBP LIBOR swaps trading, where 46.1% of total 
notional in July was traded in SONIA. That is the 
highest proportion since March, when about two-thirds 
of all GBP notional were traded in SONIA swaps.
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Notable cash product issuances and other RFR adoption
RFR Issuer Detail Resources
SOFR Mountain Commerce

Smaller institutions are continuing issuances of fixed-to-
floating-rate notes using SOFR as reference rate.

Press Release
MidWest One Press Release
Spirit of Texas Press Release
Freddie Mac Priced its ninth and tenth multifamily K-Deals which, 

similar to previous deals, include a basis risk guarantee 
should SOFR exceed LIBOR.

Press Release (#9)
Press Release (#10)

SONIA Lloyds Extended five-year revolving credit facility to housing 
association Coastline.

Global Legal Chronicle

RBC Issued a one-year FRN priced at 20bp over SONIA. GlobalCapital
Penarth Master Notified holders of a series of LIBOR-based FRNs that it 

intended to switch the reference rate to SONIA.
Notice of Amendment

Coventry Building 
Society

Issued SONIA-linked RMBS. GlobalCapital

Bank of America Launched £393 million SONIA-linked CMBS backed by 
UK logistics properties. 

GlobalCapital

Belmont Green Priced a £350 million RMBS tied to SONIA. Press Release
Brunei Pension 
Partnership

Selected SONIA as the performance target for a new  
multi-asset credit fund.

Press Release

SORA OCBC Bank Launched Singapore’s first SORA-based mortgage, 
based on a 90-day simple average of SORA.

Press Release

Market update: July 16-31, 2020
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SOFR issuances (in billions)
• With five months to go until the ARRC’s target date 

for cessation of USD LIBOR FRN issuances, 
SOFR FRN issuances continue to be robust. 
Rather than being dominated by agencies, almost 
half of issuances in the past two weeks came from 
financial institutions. 

SONIA issuances (in billions)
• While issuances of SONIA-linked FRNs continue to 

be limited, we are expecting a £500 billion 
issuance by the Royal Bank of Canada to be 
finalized in early August. That would mark only the 
second issuance of £500 billion or higher since 
February of this year. 

Source: Bloomberg

There have been €3.9 billion in €STR FRN issuances since the rate was first published in October of last year, 
with all issuances in maturities of three years or less.

FRN issuances (as of July 31, 2020)

https://www.mcb.com/mountain-commerce-bancorp-inc-completes-10-million-subordinated-debt-offering/
https://www.snl.com/IRW/file/1021746/Index?KeyFile=404769621
https://ir.sotb.com/news-events/press-releases/detail/47/spirit-of-texas-bancshares-inc-announces-private
https://freddiemac.gcs-web.com/news-releases/news-release-details/freddie-mac-prices-828-million-multifamily-k-deal-k-f81
https://freddiemac.gcs-web.com/news-releases/news-release-details/freddie-mac-prices-901-million-multifamily-k-deal-k-f82
https://www.globallegalchronicle.com/coastlines-first-sonia-loan-with-lloyds/
https://www.globalcapital.com/article/b1mpz801lq1yvd/rbc-prices-first-high-coupon-sonia-deal
https://www.sharesmagazine.co.uk/news/market/7010137/Notice-of-Amendment
https://www.globalcapital.com/article/b1mlx4wv3jcvqm/coventry-mandates-hsbc-lloyds-for-first-uk-master-issuer-since-2008
https://www.globalcapital.com/article/b1mlhytj2p0mj5/bank-of-america-offers-full-capital-stack-logistics-cmbs
https://www.belmontgreen.co.uk/news/2020/07/15/belmont-green-prices-350m-securitisation-deal
https://www.brunelpensionpartnership.org/2020/07/23/brunel-pension-partnership-seeks-managers-for-1-5bn-multi-asset-credit-fund/
https://www.ocbc.com/group/media/release/2020/ocbc_bank_launches_singapore's_first_sora-based_home_loan.html
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Alternative reference rate working groups
Alternative Reference Rates Committee (ARRC)
• Recommended Daily Simple SOFR and Daily Compounded SOFR as conventions for syndicated business loans.
• Sent a letter to the CFTC requesting modifications to previously published no-action relief letters related to impacts of benchmark 

reform.
• The SOFR summer series continued with webinars on derivatives and accounting, tax and regulation. Recordings are available HERE.
• Published its June/July newsletter and updated its FAQs document. 
Working Group on Euro RFRs
• Published its July newsletter and minutes from its July 2 meeting.
WG on Sterling RFRs
• Announced an updated roadmap, a Q&A on revised milestones for loan markets, and the first two of a series of educational videos on 

LIBOR transition (Introduction to LIBOR and Why do I need to transition away from LIBOR?).
• Published minutes from its May 14 meeting.
Cross-Industry Committee on Japanese Yen Interest Rate Benchmarks
• Published the materials from its July 16 meeting, including a) reports from the sub-groups on loans, bonds and term reference rates; b) 

a draft schedule for publication of term reference rates; c) a draft transition roadmap; and d) an exposure draft on hedge accounting.
National Working Group on CHF Reference Rates
• At an ICMA event, the group’s co-chair gave a presentation on the evolution and path forward for SARON as CHF LIBOR alternative.

Regulators
• FSB: In a letter to G20 finance ministers, reiterated that it remained “committed to, and urges the official and private sector to prepare 

for, the transition from LIBOR by end-2021.” The G20 itself reaffirmed the “importance of the end-2021 deadline” following its meetings. 
• European Commission: Is proposing to amend the BMR to designate a replacement rate for a benchmark that ceases to be published, 

such as LIBOR. The EC also published the supporting impact assessment.
• European Central Bank: Suggested in a horizontal assessment report that banks’ action plans “are generally behind schedule.”

Released a consultation on publication of backward-looking €STR compound averages, similar to those published for SOFR and SONIA.
• HMT, FCA and BOE: Will hold a roundtable on August 6, discussing the HMT’s planned expansion of the FCA’s powers.
• HMT: Is proposing to extend the transitional period for 3rd country benchmarks to seek BMR equivalence until December 31, 2025. 
• CFTC: At its latest meeting, the CFTC’s MRAC received an update from its subcommittee on interest rate benchmark reform, which 

included lessons learned from a CCP discounting switch tabletop exercise conducted in June. 
• FRB NY: The Credit Sensitivity Group held its second workshop on July 22. Darrell Duffie, who is a member of the group, published a 

preliminary paper on across-the-curve credit spread indices.
• National Association of Insurance Commissioners: The WG on statutory accounting principles is deliberating on an exposure draft

related to the treatment of basis swaps during the transition from LIBOR to SOFR.
• Russian Central Bank: Announced that the Moscow Exchange is expected to stop using LIBOR and EURIBOR in standardized 

derivative contracts in 2021. Read Nasdaq’s press coverage HERE. 
• Association of Banks in Singapore / Singapore Foreign Exchange Market Committee / Steering Committee for SOR Transition 

to SORA: Announced a joint consultation on SIBOR reform and the transition to SORA, announcing the anticipated discontinuation of 
SIBOR in about 3 to 4 years. Feedback is requested by September 30, 2020.

• HKMA: Published a set of FAQs to provide guidance on issues related to the Basel framework and benchmark reform. The FAQs align 
to those published earlier by the BCBS and cover the definition of capital, as well as market, counterparty, liquidity and operational risk.

• Labuan Financial Services Authority (of Malaysia): Issued a notification on the transition away from LIBOR.
• IASB: Continued its discussion on benchmark reform. Final amendments to standards are planned to be issued in August 2020.

Industry groups, infrastructure providers and other items
• ISDA: Published a statement from its Board of Directors in support of the upcoming IBOR Fallback Protocol.

Published a letter to RFR WGs, encouraging “adherence in escrow” of the IBOR Fallback Protocol.
Announced that Bloomberg has begun publishing ISDA fallback values. Bloomberg has released a technical note on the different options 
to access the date and an updated FAQs document.
Published a brochure on actions market participants can take to reduce LIBOR exposures and other questions related to the transition.
Began publication of a monthly RFR adoption dashboard. The methodology is described in a white paper by collaborator Clarus FT.
Released its IR benchmark review report for 1H 2020 and Q2 2020. 

• LSTA: Loans Magazine Summer 2020 featured two articles on LIBOR transition, discussing the use of simple SOFR and the 
advantages of hardwired fallback language (member-access only). Week in review also included a feature on the move to SOFR.
Commented on the ARRC’s recommendations for syndicated business loans.
Quoted an industry report on fallbacks in loans suggesting extensive use of amendment fallbacks requiring negative consent by lenders.

• LMA: Updated its list of syndicated and bilateral loans referencing RFRs.
• SFA: Extended the deadline for completing its survey on SOFR conventions for securitizations until August 7.
• SIFMA: Its Research Quarterly 2Q 20 included a number of charts summarizing SOFR adoption.
• CME: Published its plans for MAC and Eris Swap Futures transition to SOFR discounting.
• Refinitiv: Became the third vendor after FTSE Russell and ICE BA to begin publishing indicative term SONIA reference rates.
• ICE BA / Tradeweb Markets: Published a paper on a proposed calculation methodology for daily constant maturity treasury rates.
• Fannie Mae / Freddie Mac: Announced updates related to SOFR-indexed CRT issuances to its LIBOR transition FAQs and playbook. 
• American Financial Exchange: Founder and CEO Richard Sandor will join the CFTC’s MRAC subcommittee on benchmark reform.
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LIBOR transition target dates5
Market update: July 16-31, 2020

Apr 1, 2021 (Oct 1 2020)
BoE haircut add-ons to LIBOR-linked collateral

by December 31
FINMA: substantial move from CHF LIBOR to SARON cash products
FNMA and FHLMC stop purchasing LIBOR ARMs
ARRC: vendor readiness (securitizations)
ARRC: no new USD LIBOR FRNs
Dealers should amend interdealer CSAs to use and make 
markets in SOFR-linked interest rate volatility products
SONIA term rates

TODAY 2021 2022

June 30, 2020 (March 31)
FHLBanks stop entering into LIBOR instruments

Q1 2021 (Q3 2020)
Sterling RFR WG: no new LIBOR 

loan issuances or linear derivatives

Q3
JPY OIS term rates
ARRC: no new LIBOR CLOs

December 31, 2021
End of agreement with contributor banks to submit LIBOR

Q1
Sterling RFR WG: significant reduction in 
stock of LIBOR-based contracts

Q1 2021 (Q4 2020)
Recommendations on 

EURIBOR fallbacks

July 27, 2020 (June 30)
€STR discounting and PAI switch 
for cleared euro derivatives

by September 30
Last date for FNMA & FHLMC 

LIBOR ARM applications
ARRC: vendor readiness

(business loans and mortgages)
No new USD LIBOR ARMs*

New business and student loans to 
include ARRC fallback language

Dealers should offer electronic market making 
in SOFR derivatives

by 1H - SOFR term rates

Q3 2020: Updated ISDA 2006 definitions and fallback protocol

October 19 - SOFR discounting & PAI switch for cleared USD IR swaps

August 3
FNMA accepts 

SOFR ARMs 

Delayed milestone

June 30
ARRC target: vendor 
readiness (FRNs)
New FRNs, ARMs  
and securitizations
to include ARRC 
fallback language

by March 31
Dealers quote USD 

derivatives in SOFR

by June 30
ARRC: no new LIBOR business 
loans, securitizations (excl. 
CLOs) or derivative trades that 
increase LIBOR riskearly August

SONIA index 
publication
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