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Highlights

CFPB LIBOR transition guidance

What happened? The Consumer Financial Protection Bureau 

(CFPB) took steps to facilitate the transition away from LIBOR 

by proposing amendments to Regulation Z that would specify 

a set of replacement benchmarks comparable to LIBOR. For 

open-end credit products, the proposal lists the prime rate and 

the Secured Overnight Financing Rate (SOFR) as examples of 

comparable replacements for USD LIBOR. For mortgages, the 

proposal specifies SOFR as an example. 

The amendments would allow lenders to replace LIBOR as 

reference rate in HELOC and credit card agreements as early 

as March 15, 2021, irrespective of whether LIBOR continues 

to be published. 

The CFPB summarized the proposed rule in a fact sheet. It 

also published a set of FAQs on the impact of the LIBOR 

transition on different consumer protection rules and an 

updated Consumer Handbook on Adjustable Rate Mortgages 

(CHARM) booklet. Comments on the notice of proposed 

rulemaking are due by August 4. 

Our take: Consumer loans tied to LIBOR generally allow the 

lender to specify a “comparable” replacement index in the 

case of LIBOR cessation. Consequently, market participants 

have wondered what would constitute “comparable”, and 

whether that phrase would also allow for a change in the 

spread applied to the replacement rate to account for 

economic differences between LIBOR and the replacement 

rate. The proposed amendments to Regulation Z would codify 

the CFPB’s position that SOFR plus a spread adjustment 

would be considered a comparable index for regulatory 

purposes.

By allowing lenders to switch the reference rate on open-end 

consumer loans before LIBOR’s anticipated cessation, the 

CFPB is actively promoting the transition to alternative 
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https://www.consumerfinance.gov/about-us/newsroom/cfpb-facilitates-libor-transition/
https://files.consumerfinance.gov/f/documents/cfpb_libor-transition_nprm-fast-facts.pdf
https://files.consumerfinance.gov/f/documents/cfpb_libor-transition_nprm-frequently-asked-questions.pdf
https://files.consumerfinance.gov/f/documents/cfpb_charm_booklet.pdf
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reference rates. We expect that a number of

organizations will consider taking advantage of the 

opportunity to switch reference rates for these products 

well in advance of LIBOR cessation. This should 

provide some operational advantages, as it reduces the 

concurrent demands on the same technology, 

operational or legal resources needed to support the 

transition of other LIBOR-linked products.

Fed Chair Jerome Powell’s response to U.S. Senate 

question on AMERIBOR

What happened? In a widely quoted letter Fed Chair 

Powell responded to a question on AMERIBOR from 

Senate Banking Committee Member Tom Cotton (see 

quote below). Powell conceded that AMERIBOR may 

be a suitable replacement in cases where it reflects a 

bank’s cost of funds, but reiterated that SOFR was the 

ARRC’s recommendation to replace USD LIBOR.

Our Take: Media coverage of Powell’s comments 

appears to have latched on to the phrase “fully 

appropriate” as an unqualified endorsement of 

AMERIBOR, despite the caveat that it may not reflect 

banks’ cost of funds in many cases. Further, Powell’s 

comments do not seem to reflect a change in the 

position of the regulator or the ARRC, which has 

consistently pointed to the voluntary nature of its 

recommendations. 

During PwC’s recent webcast on the transition from 

LIBOR to SOFR, 83% of attendees indicated that they 

expected a form of SOFR to emerge as the primary 

replacement for USD LIBOR:

Market update: June 1-15, 2020
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“The Federal Reserve convened and supports the 

work of the Alternative Reference Rates Committee 

(ARRC) and views SOFR as a robust alternative that 

will help many market participants in the transition 

away from LIBOR. However, we have been clear 

that the ARRC’s recommendations and the use of 

SOFR are voluntary and that market participants 

should seek to transition away from LIBOR in the 

manner that is most appropriate given their specific 

circumstances. 

AMERIBOR is a reference rate created by the 

American Financial Exchange based on a cohesive 

and well-defined market that meets the International 

Organization of Securities Commission’s (IOSCO) 

principles for financial benchmarks. While it is a 

fully appropriate rate for the banks that fund 

themselves through the American Financial 

Exchange or for other similar institutions for 

whom AMERIBOR may reflect their cost of 

funding, it may not be a natural fit for many 

market participants.”

Source: Letter from Federal Reserve Chair Jerome Powell 

to Senator Tom Cotton (R-AR). May 28, 2020 (emphasis 

added)

The average daily volume of transactions underlying 

AMERIBOR at the end of 2019 was about $2 billion, 

compared to well over $1 trillion for SOFR. With daily 

volume as indicator of commonality of use, these 

survey results appear consistent with the notion that 

SOFR may well be a better reflection of funding costs 

for most companies. 

We previously commented on the use of SOFR and 

associated funding implications. As SOFR is seemingly 

certain to play a major role in lending markets, firms 

should take a holistic review of its SOFR lending and 

processing capabilities, including considerations for 

leveraging SOFR in funding sources for better asset 

liability interest rate risk management as asset mixes 

increasingly incorporate exposures to SOFR. 

BCBS FAQs on benchmark reform issues

What happened? The Basel Committee on Banking 

Supervision (BCBS) published a set of FAQs that cover 

a number of issues related to interest rate benchmark 

reform. The committee had previously confirmed that 

“amendments to capital instruments pursued solely for 

the purpose of implementing benchmark rate reforms 

will not result in them being treated as new instruments 

for the purpose” of the Basel Framework. The FAQs 

expand on that confirmation, providing additional detail 

and guidance on addressing issues such as a potential 

lack of historical data in either IBORs or the RFRs 

replacing them as a result of the transition or potential 

illiquidity of alternative reference rates. The liquidity 

rationale is applied across the definition of capital, 

market risk factor eligibility and expected shortfall, 

counterparty credit risk and high-quality liquid assets.

https://www.scribd.com/document/464255988/Chair-Powell-to-Sen-Cotton-5-28-20
https://event.webcasts.com/starthere.jsp?ei=1316797&tp_key=e40cc00921
https://firebasestorage.googleapis.com/v0/b/ameribor/o/information%2Fpresentation?alt=media&token=db439e62-a8a4-450a-a716-2f4d66a0d1ba
https://www.pwc.com/us/en/industries/financial-services/images/pwc-usd-libor-transition-to-sofr-making-it-happen.pdf
https://www.bis.org/bcbs/publ/d503.pdf
https://www.bis.org/publ/bcbs_nl24.htm
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Our Take: The BCBS guidance follows a similar 

approach to that taken by other regulators in 

grandfathering in existing instruments and relationships 

in cases where contracts are amended solely to 

address interest rate benchmark reforms.

This guidance goes one step further, also 

grandfathering in the liquidity attributes of the 

benchmark being replaced. For a transitional period of 

one year, new benchmark instruments can inherit the 

liquidity attributes of the outgoing benchmark 

instruments, allowing for liquidity to gradually transfer to 

new risk-free rates following LIBOR’s cessation. This 

would appear to mitigate possibly adverse capital 

calculation impacts stemming from the initial illiquidity 

in alternative reference rates, a concern that was 

shared by a number of market participants. 

FMSB conduct risk case studies

What happened? The FICC Markets Standards Board 

(FMSB) published a report outlining principles and 

regulatory expectations for the management of conduct 

risk as part of the transition from LIBOR, including a set 

of case studies that illustrate how conduct risks may 

arise in different situations. The examples include three 

different scenarios related to the sale or issuance of 

new RFR products (i.e., bilateral or syndicated loans,

Market update: June 1-15, 2020
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loans with interest rate swaps, and cross-currency 

swaps) and one buy-side scenario (i.e., switching a 

performance benchmark).

Based on the outlined principles, the FMSB provides 

examples of good practices, or actions, that firms can 

take to mitigate the conduct risks that may arise in 

connection with the different scenarios. 

Our Take: The FSMB’s guidance is likely to be 

welcome by market participants. The practical nature of 

the provided scenarios differs from most of the existing 

guidance on conduct risk, which has commonly 

revolved around overarching principles. Even though 

the FSMB’s case studies are focused on the transition 

to SONIA, we would expect that any organization will 

find them useful as a benchmark checklist, against 

which to test its own framework or even as a training 

aid in communicating conduct risk principles to frontline 

staff. 

Similar to the transition milestones communicated by 

the WG on Sterling RFRs’ and the ARRC’s recently 

published recommended best practices, firms should 

expect that regulators might look to the principles and 

examples provided in the report to inform their own 

assessment of firms’ progress against managing the 

conduct risks associated with LIBOR transition. 

Our take

In the SOFR futures market, trading levels rebounded for 3M contracts, following relatively lower volumes in April 

and May. While the majority of SOFR futures are traded at the CME, volumes at ICE have increased sharply. 

Almost as many contracts were traded on ICE in the first two weeks of June as had been traded in the previous 

three months combined. There were no options traded on SOFR-linked futures. 

SONIA futures trading continues to be dominated by 3M contracts, while volumes for 1M contracts remain 

negligible. Average daily trading volumes have tapered off somewhat from their record highs in May, but the 

current level of just over 60,000 contracts daily represents a doubling of volume compared to the period from 

March 2019 to March 2020. 

Futures and options

Source: CME, ICE (accessed June 16, 2020) Source: CME, LCH, ICE (accessed June 16, 2020)

RFR adoption: Derivatives 2

*As of June 15 *As of June 15

https://fmsb.com/wp-content/uploads/2020/06/libor-transition-case-studies-for-navigating-conduct-risks.pdf
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Swaps Trading

Market update: June 1-15, 2020

Our take

SONIA swaps trading volumes remained steady, even showing a small uptick in both notionals and average 

trading volumes in the second week of June. Average trading volumes for SOFR also increased slightly over the 

first two weeks of June, with notionals traded comparable to levels seen in April and May.

Trading in other RFRs, including TONA, SARON, and €STR remains far more limited. Similar to SOFR and 

SONIA, volumes and notionals in the first two weeks of June have been similar to those in April and May.

While just over one-third of all Sterling swaps trading was conducted in SONIA in the first two weeks of June, other 

RFRs have struggled to take market share from LIBOR-linked swaps trading. In the case of SOFR, even during 

the volume and notional spikes in February and March, LIBOR-linked trading consistently accounted for 99% of all 

USD swaps trading. In the case of JPY and CHF, LIBOR-linked trading continues to account for over 90% of 

swaps trading over the first half of 2020.

4

Source: analysis.swapsinfo.org

(Interest rate and credit derivatives weekly trading volume: Week ending June 12, 2020, accessed June 15, 2020)

*As of June 12 *As of June 12

*As of June 12 *As of June 12
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Notable cash product issuances

RFR Issuer Detail Resources

SOFR World Bank Saw strong demand for a 4-year $1 billion floating rate 

note tied to SOFR.

Press Release

ConnectOne Bancorp

Smaller institutions are continuing issuances of fixed to 

floating-rate notes using SOFR as reference rate.

Press Release

Alpine Banks of Colorado Press Release

Great Southern Bancorp Press Release

BancPlus Press Release

Eagle Bancorp Montana Press Release

SONIA NatWest Markets Became first issuer to sell a SONIA-linked structured 

note.

GlobalCapital

TSB Bank Failed to amend a series of floating rate bonds via 

consent solicitation, but will attempt again.

Meeting Notice

SARON Credit Suisse Will offer SARON mortgages beginning in 2H 2020. Press Release

AONIA South Australian Gov’t 

Financing Authority

Issued a three-year AONIA-linked floating-rate note. KangaNews

Market update: June 1-15, 2020
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SOFR issuances (in billions)

• FRN issuances increased to $46.9 billion in the first 

two weeks of June, already eclipsing May’s total of 

$39.8 billion. 

• Since SOFR’s inception just over two years ago, 

there have now been close to $800 billion in 

issuances by well over 100 different issuers.

SONIA issuances (in billions)

• There have only been five issuances of SONIA-

linked FRNs since May 1. While SONIA remains 

the standard for GBP FRN issuances, current 

market conditions continue to provide more 

attractive, alternative funding schemes.  

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 June 15, 2020)

In another example of increased RFR adoption, S&P switched the reference rate on its HSBC VantageZ Index 

Series from 3M LIBOR to SOFR. The switch includes a restatement of the indices performance history.

https://www.worldbank.org/en/news/press-release/2020/06/09/world-bank-prices-4-year-usd-1-billion-sofr-index-linked-bond
http://ir.connectonebank.com/file/Index?KeyFile=404292757
http://www.globenewswire.com/news-release/2020/06/11/2047114/0/en/Alpine-Banks-of-Colorado-Completes-50-million-Private-Placement.html
http://investors.greatsouthernbank.com/file/Index?KeyFile=404292130
https://www.businesswire.com/news/home/20200604005755/en/
http://www.snl.com/IRW/file/4053493/Index?KeyFile=404291944
https://www.globalcapital.com/article/b1m0vp34dgj4kk/natwest-sells-first-structured-sonia-deal
https://www.investegate.co.uk/article.aspx?id=202006031150508384O
https://www.credit-suisse.com/about-us-news/en/articles/media-releases/credit-suisse-launches-comprehensive-offering-of-saron-mortgages-202006.html?t=645_0.7536354633166225
http://www.kanganews.com/news/11833-safa-launches-three-year-aonia-linked-frn-deal
https://www.spindices.com/documents/index-news-and-announcements/20200609-hsbc-vantagez-index-series-consultation-results.pdf


PwC | LIBOR Transition

Publications at a glance4
Market update: June 1-15, 2020
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Alternative reference rate working groups

Alternative Reference Rates Committee

• The Accounting and Tax subgroup published a letter to the SEC confirming that its staff did not object to the subgroup’s 

interpretation that SOFR interest rate features would not constitute embedded derivatives.

• Updated its FAQs to clarify how SOFR exists with other reference rates.

• Extended the comment period for its student loan and spread adjustment consultation until June 15.

• Published an updated version of its Paced Transition Plan, including additional detaild on the SOFR discounting switch and 

an updated target date of H1 2021 for the development of a SOFR term reference rate.

Working Group on Sterling RFRs

• Published its May newsletter, as well as minutes from its February 25 and March 24 meetings.

CIC on JPY IR Benchmarks

• Published minutes from its May 15 meeting.

Regulators

• Bank of England (BOE): Announced that it will publish a daily SONIA Compounded Index beginning in early August, 

though it will not publish backward-looking averages similar to those produced by the FRB NY since March of this year. The 

announcement comes in response to the results of an earlier consultation on the topic.

In a speech given during a Bloomberg webinar, the BOE’s Andrew Hauser again highlighted that LIBOR was “based on few 

if any direct underlying transaction” during the market stress experienced in early March.

The BOE announced it would switch the reference rate for buy-to-let data collection from LIBOR to SONIA beginning with 

the current June collection period.

Prudential Regulation Authority (PRA): Confirmed that supervisory expectations would continue to apply to the revised 

target dates for cessation of new GBP LIBOR issuances.

• FRB NY: Confirmed that its CARES Act TALF facility will reference 30-day average SOFR for CLOs, with the interest rate 

set “in advance” at the beginning of the interest rate period.

The first workshop of the Credit Sensitivity Group was held on June 4. 

In a widely quoted letter in response to a question on AMERIBOR from Senate Banking Committee Member Tom Cotton, 

Fed Chair Jerome Powell reiterated that SOFR was the ARRC’s recommendation to replace USD LIBOR, but noted that 

AMERIBOR might be suitable for some banks.

• CFPB: Proposed amendments to Reg Z to include sample LIBOR replacement benchmarks and other changes to facilitate 

the transition away from LIBOR. The CFPB also published a set of FAQs on the impact of LIBOR transition on different 

consumer protection rules and an updated Consumer Handbook on Adjustable Rate Mortgages. 

• FICC Markets Standards Board (FMSB): Published a report outlining principles and regulatory expectations for the 

management of conduct risk as part of the transition from LIBOR, including a set of case studies that illustrate how conduct 

risks may arise for both the sell-side and buy-side.

• CFTC’s MRAC: The Interest Rate Benchmark Reform Subcommittee held a 5-hour table top exercise in advance of the 

SOFR discounting and PAI switch in October.

• Bank of Canada: On June 15, the Bank of Canada became the administrator of the Canadian Overnight Repo Rate 

Average (CORRA). It also published its statement of alignment with the IOSCO principles.

• BCBS: Published an updated set of Basel framework FAQs that address issues related to benchmark reform.

Industry groups, infrastructure providers, and other items

• ISDA: Published a new educational factsheet on IBOR fallbacks, along with a video interview explaining why changes to 

fallbacks are necessary. 

Published its comment letter (filed jointly w/ UK Finance) on HRMC’s consultation on taxation impacts of LIBOR transition.

• ICMA: Published minutes from the May 2020 meeting of the LIBOR Trade Association Working Party Meeting.

• ICMSA: Published a bulletin on the steps and timeline to replace LIBOR in variable notes by means of consent solicitation.

• Fannie Mae and Freddie Mac: Published an updated CMO SOFR Index Framework.

• CME: Published additional resources for the SOFR and ESTR discounting switches, including a webinar series and an 

updated presentation detailing the transition process.

• CBOE: Launched one-month AMERIBOR futures.

• LMA: Published a LIBOR transition glossary (member access only).

• ICE Futures Europe: Extended its 1M SONIA Futures liquidity provider program until May 2021.

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Embedded_Derivatives_Confirming.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/ARRC-faq.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Consultation_Extensions_Press_Release.pdf
https://www.newyorkfed.org/medialibrary/microsites/arrc/files/paced-timeline-plan.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/newsletter/may-2020.pdf
https://www.bankofengland.co.uk/-/media/boe/files/minutes/2020/rfr-february-2020.pdf?la=en&hash=F66087B7C286F4435BCCDF68F8D7815444C58C4C
https://www.bankofengland.co.uk/-/media/boe/files/minutes/2020/rfr-march-2020.pdf?la=en&hash=9CC818CFD4CF5DE28B13248836327F1D0427A085
https://www.boj.or.jp/en/paym/market/jpy_cmte/cmt200605a.pdf
https://www.bankofengland.co.uk/paper/2020/supporting-risk-free-rate-transition-through-the-provision-of-compounded-sonia
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/supporting-rfr-transition-through-the-provision-of-compounded-sonia-summary-and-response.pdf?la=en&hash=BC9ECD8D46BDF801CD085BFD485E8E8C9F8F7EC9
https://www.bankofengland.co.uk/-/media/boe/files/speech/2020/seven-moments-in-spring-covid-19-speech-by-andrew-hauser.pdf?la=en&hash=43D022917D76095F1E79CBDD5D42FCD96497EA5F#page=8
https://www.bankofengland.co.uk/statistics/notice/2020/statistical-notice-2020-04
https://www.bankofengland.co.uk/prudential-regulation/letter/2020/next-steps-on-libor-transition
https://www.newyorkfed.org/markets/term-asset-backed-securities-loan-facility/term-asset-backed-securities-loan-facility-faq#general
https://www.newyorkfed.org/medialibrary/media/newsevents/events/markets/2020/csg-first-workshop-public-agenda.pdf
https://www.scribd.com/document/464255988/Chair-Powell-to-Sen-Cotton-5-28-20
https://www.consumerfinance.gov/policy-compliance/rulemaking/rules-under-development/amendments-facilitate-libor-transition-regulation-z/
https://www.consumerfinance.gov/documents/8887/cfpb_libor-transition_nprm-frequently-asked-questions.pdf
https://www.consumerfinance.gov/documents/5984/cfpb_charm_booklet.pdf
https://fmsb.com/wp-content/uploads/2020/06/libor-transition-case-studies-for-navigating-conduct-risks.pdf
https://www.cftc.gov/PressRoom/PressReleases/8171-20
https://www.bankofcanada.ca/wp-content/uploads/2020/06/press_150620.pdf
https://www.bankofcanada.ca/rates/interest-rates/corra/methodology-calculating-corra/statement-alignment-corra-with-iosco-principles-financial-benchmarks/
https://www.bis.org/bcbs/publ/d503.pdf
https://www.isda.org/a/YZQTE/Understanding-Benchmarks-Factsheet.pdf?_zs=2NF791&_zl=WQOn5
https://www.isda.org/2020/06/03/video-interview-understanding-benchmark-fallbacks/
https://www.isda.org/a/qgbTE/ISDA-and-UK-Finance-response-to-consultation-re-IBOR-withdrawal.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Benchmark-reform/External-minutes-from-TA-LIBOR-meeting-27-May-2020-090620.pdf
https://icmsa.org/publication/icmsa-bulletin-200610-50-the-discontinuation-of-libor-ibors/
https://www.fanniemae.com/resources/file/libor/pdf/cmo-sofr-index-framework.pdf
https://www.cmegroup.com/education/articles-and-reports/estr-and-sofr-discounting-transitions-for-cleared-swaps.html#webinarIntro
https://www.cmegroup.com/trading/interest-rates/files/discounting-transition-proposal-jun-2020.pdf
https://cdn.cboe.com/resources/release_notes/2020/Cboe-Ameribor-One-Month-Future-Product-Launch-June-8-2020-Update.pdf
https://www.lma.eu.com/login?rcID=728
https://www.theice.com/publicdocs/circulars/20073.pdf
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Apr 1, 2021 (Oct 1 2020)

BoE haircut add-ons to LIBOR-linked collateral

December 31

FNMA and FHLMC stop purchasing LIBOR ARMs

FINMA expectation for substantial move from CHF 
LIBOR-based cash products to SARON-based products

ARRC target: vendor readiness (securitizations)

ARRC target: No new USD LIBOR FRNs

Dealers should amend interdealer CSAs to use and make 
markets in SOFR-linked interest rate volatility products

LIBOR transition target dates5

TODAY 2021 2022

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

Q1 2021 (Q3 2020)
Sterling RFR WG target: end 
of GBP LIBOR loan issuances

Q3
JPY OIS term rates

ARRC target: No new 
LIBOR CLOs

December 31, 2021

End of agreement with 

contributor banks to submit LIBOR

Q1

Sterling RFR WG target: 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

September 30
FNMA & FHLMC stop accepting 

USD LIBOR ARMs*

ARRC target: 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

SONIA term rates

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 target: No new LIBOR 
business loans, securitizations 
(excluding CLOs) or derivative 
trades that increase LIBOR risk

Market update: June 1-15, 2020

*Target date refers to new applications for USD LIBOR ARMs

early August
SONIA index 
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