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Highlights
ARRC recommends target dates for vendor readiness
What happened? The ARRC published the results of its 
recent survey on vendors’ readiness for the transition to the 
Secured Overnight Financing Rate (SOFR), the ARRC’s 
recommended alternative for USD LIBOR. The committee 
also issued a set of recommended best practices for third-
party technology providers, including a set of readiness 
target dates for different product types. The 
recommendations ask vendors to “take active steps” to be 
ready to support SOFR-based floating-rate notes no later 
than June 30, business and consumer loans no later than 
September 30, and securitizations no later than December 
31 of this year. 
While the majority of vendors that responded to the ARRC’s 
survey reported that they had a good understanding of the 
impacts on their products and required enhancements, 
vendors indicated varying levels of development progress. 
Some vendors are currently defining requirements, while 
others have completed development work and scheduled 
release dates.
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https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-press-release-best-practices-for-vendors-transition-to-SOFR.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-Vendor-Recommended-Best-Practices.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Vendor_Survey_to_Assess_Readiness_SOFR_Transition.pdf
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Our take: An ongoing challenge in the transition from 
LIBOR has been the broad array of stakeholders and 
market participants impacted by the transition. The 
ARRC’s survey results serve as a reminder to firms 
that they cannot simply assume that all third parties 
they rely on are operating on the same timelines, or 
that vendor development and implementation timelines 
align to their own organization’s target dates. Firms 
also should not assume that all of their providers have 
a solid handle on the impacts and required 
capabilities. While the 60 vendors that responded to 
the ARRC’s information request expressed confidence 
in their levels of understanding, it is far from certain 
that the same is true for the many providers that did 
not respond to the survey. In all likelihood, not all 
vendors will be able to meet the ARRC’s target dates. 
All organizations should engage with their service 
providers as soon as possible to discuss required 
capabilities, release schedules, risks and 
dependencies to understand how their own transition 
plans may be impacted. Rather than relying on vendor 
readiness, firms should be prepared to put in place 
interim solutions until enhancements to platforms and 
systems can be fully implemented. An informal poll of 
our client service teams showed that a majority of 
firms are taking a similar approach with respect to 
modeling capabilities required for the new risk-free 
rates, indicating they would develop new models on 
an interim basis by leveraging existing models.
The ARRC expects to publish a set of best practices in 
the coming weeks, which will likely include target 
dates for market participants to cease issuance of new 
LIBOR-based products. Whatever target dates are 
being contemplated, they are bound to allow firms 
additional time beyond the proposed vendor readiness 
dates to install and test system upgrades. But, even if 
vendors meet the target dates, the time window for 
firms to implement and test upgrades prior to any 
sunset date for LIBOR products will likely be short. 

BoE delays LIBOR-linked collateral penalties, but 
UK regulators stand firm on cessation timeline
What happened? The Bank of England (BoE) 
delayed the start date for increasing haircuts applied 
to LIBOR-linked collateral by six months, until April 1, 
2021. At that time, banks using LIBOR-linked collateral 
to borrow from the BoE will see the value of that 
collateral decrease by 10%, with these haircut add-ons 
increasing to 40% on September 1, 2021 (originally 
October 1, 2020) and 100% on December 31, 2021 
(unchanged). 

Similarly, a majority of LIBOR-linked loans and 
securities issued after April 1, 2021 will be ineligible 
as collateral from that point forward — rather than 
October 1 of 2020, as originally announced. 
The delay in the application of the haircut add-on has 
not, however, diminished the importance of LIBOR 
transition on the UK’s regulatory agenda. To the 
contrary, the BoE’s Interim Financial Stability Report
cited recent market volatility as further evidence that 
LIBOR is no longer fit for purpose, noting that in the 
week of March 16 “over half of the 35 published Libor 
rates contained no [transaction-based] submissions.”
Nausicaa Delfas, the Financial Conduct Authority’s 
(FCA) Executive Director of International, reiterated
the agency’s previous statements on LIBOR’s 
continued likely cessation by the end of 2021. The 
FCA, on behalf of the UK’s broader Financial Services 
Regulatory Forum, also published the recently 
launched Regulatory Initiatives Grid for the upcoming 
year. And, while a number of regulatory initiatives 
have, in fact, been delayed amidst the current crisis, 
the transition from LIBOR remains one of the few 
agenda items of high priority that hasn’t seen its 
timing amended. 
Lastly, the Prudential Regulatory Authority (PRA) 
announced in a statement on regulatory priorities that 
in light of the current crisis, it would — together with 
the FCA — resume “full supervisory engagement on 
LIBOR from June 1, 2020.” This will include reporting 
on LIBOR exposure data at the end of Q2, which had 
intermittently been suspended at the end of Q1. 

Our take: The haircut add-ons represent one tool for 
supervisors to further incentivize SONIA issuances. 
The original effective date of October 1, 2020 aligned 
to the WG on Sterling Risk-Free Rates’ target date for 
cessation of new GBP LIBOR-based cash product 
issuances, which has also recently been delayed to 
the end of Q1 2021. As such, the BoE’s 
announcement does not represent an additional delay 
in LIBOR transition timelines, as much as a 
realignment of the application of haircut add-ons with 
other target dates. 
If anything, the revised timeline means we will now 
see a compressed window of progressively increasing 
haircut add-ons leading up to year-end 2021. 
Impacted firms should continue to reduce their 
reliance on LIBOR-linked collateral this year in order 
to avoid disruptions to their funding structure in the 
coming year. As existing LIBOR assets will have 
decreasing value as collateral for BoE funding, 
liquidity and pricing will likely be impacted as well.
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https://www.bankofengland.co.uk/markets/market-notices/2020/risk-management-approach-to-collateral-referencing-libor-may-2020
https://www.bankofengland.co.uk/-/media/boe/files/financial-stability-report/2020/may-2020.pdf#page=19
https://www.fca.org.uk/news/speeches/fca-national-international-response-coronavirus-brexit
https://www.fca.org.uk/publication/corporate/regulatory-intitiatives-grid.pdf
https://www.fca.org.uk/news/statements/further-statement-rfrwg-impact-coronavirus-timeline-firms%E2%80%99-libor-transition-plans
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From a practical standpoint, the BoE’s announcement 
changes little for firms, especially as the PRA and FCA 
have made it abundantly clear that LIBOR transition is 
retaining its prominent spot on the regulatory agenda. 
UK regulators remain steadfast in their expectations 
that organizations will actively continue their transition 
efforts. Yes, some interim milestones may have been 
delayed, but that doesn’t imply that firms can expect 
any leeway from supervisors during upcoming 
inquiries into their transition progress. 

Results of consultations on swaptions
What happened? Both the WG on Euro RFRs and 
the ARRC published results of their respective 
consultations on the treatment of swaptions as part of 
the upcoming discounting and Price Alignment Interest 
(PAI) switches for cleared derivatives. The change in 
discounting rates will directly impact the value of 
swaptions maturing after the switch date, with the 
change in value bound to create winners and losers, 
depending on the direction of the change. In their 
consultations, the working groups asked market 
participants whether they should recommend a 
compensation mechanism that would limit the potential 
value transfer.
Responses to the WG on Euro RFR’s consultation 
indicated that over two-thirds of participants were in 
favor of voluntarily exchanging compensation for 
legacy swaptions. While there was also majority 
support for the calculation of compensation to take 
place at the trade level, respondents had split views 
on which trading date should be used as a cutoff to 
determine which swaptions would be covered by such 
a mechanism. The final recommendations by the WG 
are still outstanding. 
The results to the ARRC’s consultation were similar, 
except respondents indicated a clear preference that 
compensation would apply only to legacy swaptions 
traded prior to March 30, 2020, the date on which 
ISDA implemented a supplement that allows 
counterparties entering into new contracts to agree on 
a mechanism compensating for the anticipated 
discounting change in advance. Based on the results, 
the ARRC recommends that market participants, on a 
voluntary basis, should:
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1. Amend USD swaptions expiring after October 16, 
2020 to specify SOFR as the discount rate.

2. Exchange compensation for the value change 
resulting from switching the discount rate to SOFR.

3. Contact their counterparties before June 30, 2020.
Support for the ARRC recommending a voluntary 
compensation mechanism was not unanimous. While 
two-thirds of respondents were in favor of such a 
recommendation, many qualified their response by 
noting that its success would depend on participation by 
a large number of — if not all — counterparties. A 
number of respondents to the consultation by the WG 
on Euro RFRs expressed similar concerns. 
Our Take: As the behavior of each party to a contract 
may be affected by whether it would be a payer or 
receiver of compensation — combined with the lack of a 
legally binding mandate — the level of adoption of the 
ARRC’s recommendation is likely to be limited. 
At this point, timely outreach to counterparties should 
be a priority for all market participants. The sooner firms 
can obtain clarity on their contractual partners’ 
willingness to amend contracts and exchange 
compensation, the quicker they can devise a path of 
action to address cases in which a counterparty may 
look to take advantage of a value transfer in its favor.
FINMA expectations for transition from Swiss franc 
LIBOR
What happened? At the latest meeting of the National 
WG on CHF Reference Rates, FINMA articulated its 
expectations for steps that market participants should 
take in the transition away from LIBOR. The regulator 
expects “substantial progress” in replacing the use of 
CHF LIBOR with SARON as the reference rate in cash 
products by the end of 2020, actions toward issuing 
new products tied to alternative reference rates, and 
testing of impacted systems, models and tools. 
Our take: In its Risk Monitor Report 2019, issued last 
December, FINMA noted that its mandated self-
assessment showed that the majority of banks were still 
well behind schedule in their efforts to prepare for the 
replacement of LIBOR. The report also lamented the 
limited adoption of alternative reference rates. In 
response, FINMA now joins the BoE in formalizing a 
target date for the end of LIBOR use in cash products; 
the ARRC is expected to formalize similar milestones in 
the near future. 
Since that initial self-assessment, we have seen mixed 
progress across institutions. While FINMA’s clarification 
of the timeline for transition should prompt action in 
those firms that have not yet made LIBOR transition a 
priority, it is far from certain that all organizations will 
meet the end-of-year target date. 

Asset Management Spotlight
The ICAV (Irish Collective Asset-management 
Vehicle) has changed the performance objective of its 
Clwyd Managed Futures and Hedge Fund Strategy 
sub-fund from referencing GBP LIBOR to SONIA.

https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.202005.swaptionsfeedbacksummary.en.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-swaptions-recommendations.pdf
https://www.isda.org/2020/03/30/swaptions-agreed-discount-rate-supplement-to-the-2006-isda-definitions-published/
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-swaptions-consultation-responses.pdf
https://www.snb.ch/n/mmr/reference/minutes_20200507/source/minutes_20200507.n.pdf
https://www.finma.ch/en/documentation/finma-publications/reports/risikomonitor/
https://www.investegate.co.uk/article.aspx?id=202005011418377040L
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ARRC’s recommendations for FRNs
What happened? The ARRC released a statement on 
the use of the SOFR index in floating-rate notes 
(FRNs), including a sample term sheet. The suggested 
convention is a two-day lookback in which interest is 
calculated over an observation period that begins two 
business days before the interest rate period and ends 
two business days before the payment date1 (referred 
to as a “shift” of the observation period). As a result, the 
interest amount would be known two days prior to the 
payment date, addressing operational difficulties 
associated with interest calculation and payment falling 
on the same day. It also ensures that the calculation 
method allows for the use of the newly published 
SOFR index and further promotes alignment with 
derivatives. Following a consultation, ISDA has 
proposed a similar two-day backward shift to be 
employed for derivatives falling back from LIBOR to an 
alternative reference rate.
In the UK, the majority of SONIA FRNs had until 
recently employed a lookback approach as well, albeit 
without a shift in the observation period. This so-called 
lag approach differs in the treatment of weekends and 
holidays, and is consequently not compatible with the 
use of an index. However, with the planned publication 
of a SONIA index, a more widespread adoption of the 
observation shift could be on the horizon for SONIA 
FRNs as well. 

Our take: Market participants have long been asking 
for standard conventions to emerge. The ARRC’s 
consideration, which it is careful not to characterize as 
even a recommendation in its statement, is likely the 
closest we will see to such a standard convention. The 
ARRC’s suggestion remains voluntary, and firms will 
need to make their own assessments of what choices 
are most appropriate for their specific needs. 
That said, we expect broad market adoption of the 
suggested convention. First, there are benefits to 
alignment with the convention for cleared SOFR 
derivatives, which should simplify hedging and risk 
management. It is also likely that future SONIA FRNs 
will increasingly look to employ a shift approach, 
albeit with a five-day lookback, to allow for use of the 
SONIA index. The preference for a two-day lookback, 
as opposed to the UK’s five-day lookback, likely 
stems from the more frequent issuance of short-term 
paper in the US.
March and April were record months for SOFR FRN 
issuances. A continued increase would certainly be 
an indication of the markets’ growing comfort with the 
proposed approach as a market standard.

ARRC’s supplemental consultation on spread 
adjustments
What happened? The ARRC has issued a 
supplemental consultation on further aligning its 
recommended spread adjustment methodology for 
cash products with that put forward by ISDA for 
derivatives. Following a consultation earlier this year, 
the ARRC recommended a methodology based on a 
historical median with a five-year lookback period to 
account for the difference in USD LIBOR and SOFR 
at the time a fallback is triggered. Those parameters 
are already in line with what has been proposed by 
ISDA.

The supplemental consultation now requests 
feedback on two additional issues: First, the ARRC 
is asking market participants whether the 
recommended methodology should be used to 
calculate different spread adjustments for different 
types of fallback rates (forward-looking term SOFR, 
a SOFR compound average in arrears or in 
advance), or whether the same spread adjustment 
value should be calculated once (equal to ISDA’s 
spread adjustment for SOFR compounded in 
arrears) and applied to all different fallback rates of 
the same tenor. Second, the ARRC is seeking 
feedback on whether it should align the timing of 
when a spread adjustment is calculated in the case 
of a pre-cessation event with that of ISDA, or 
whether the adjustment should always be calculated 
at the time that LIBOR is found to be no longer 
representative.

Our take: One of the few LIBOR transition issues that 
market participants have generally agreed on is a 
preference for consistency and alignment between 
cash products and derivatives wherever possible. 
ISDA’s recently published summary of responses to 
its second consultation on pre-cessation triggers likely 
provides a glimpse into how market participants will 
respond to ARRC’s consultation, as the desire for 
consistency across products was a frequent mention 
in respondents’ commentary to ISDA’s consultation. 

As a result, we would expect the majority of market 
participants to opt for aligning ARRC’s spread 
adjustment methodology with that proposed by ISDA 
to the greatest extent possible. Consistency between 
the methodologies and the timing of the fixing would 
have benefits for hedging purposes, likely reduce 
basis risk, and limit other complications stemming 
from having to account for different spread adjustment 
values for different product types. 

1For additional detail on different conventions for using SOFR, see the ARRC’s SOFR Floating 
Rate Notes Conventions Matrix, released last year.

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Statement_on_SOFR_Index.pdf
http://assets.isda.org/media/3e16cdd2/d1b3283f-pdf/
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Consultation_Follow_Up.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Methodology.pdf
https://www.isda.org/a/cuQTE/2020.05.14-Pre-cessation-Re-Consultation-Report-FINAL.pdf?_zs=vRVRO1&_zl=vEwl5
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2019/ARRC_SOFR_FRN_Conventions_Matrix.pdf
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Our take

SOFR futures products celebrated their second birthday in early May. And while daily average trading 
volumes inched only slightly higher in the first two weeks of May, there is evidence that the market is 
broadening. CME reports that there are now about 425 participants trading SOFR futures, with 161 having 
amassed large open-interest positions.

On May 11, 250 options contracts on 3M SOFR Futures were traded — higher than the total number of 
options traded in any month except March since the inception of CME SOFR options at the start of the year. 
This was also the largest number of SOFR options contracts exchanged in one day, beating the previous 
record of 200 options exchanged on March 24. The contracts exchanged were 250 one-year mid-curve June 
2020 call options. Nevertheless, the market remains a fraction of the market for options on 3M Eurodollar 
futures (over 11 million options traded already this month on the CME). As for CME options on 1M SOFR 
futures, no contracts have been exchanged yet since their launch on May 4.

Trading activity for ICE 3M SONIA Futures reached a record high last week, with an average of over 70,000 
contracts traded daily. This is the fourth week of elevated trading levels for 3M SONIA futures, which 
accounted for over 10% of all ICE 3M Sterling trading volumes over that period. Trading activity for CME 
quarterly IMM SONIA futures also picked up in the past two weeks, reaching a high for the year, with over 
18,000 contracts traded daily over the last week. Trading volumes for other SONIA futures remained limited 
over the past two weeks.

Futures and options

Source: CME, ICE (accessed May 18, 2020) Source: CME, LCH, ICE (accessed May 18, 2020)

RFR adoption: Derivatives 2

https://www.cmegroup.com/education/articles-and-reports/sofr-futures-celebrate-two-year-anniversary.html


PwC | LIBOR Transition

Swaps Trading

Market update: May 1-15, 2020

Our take

Aggregate notionals traded for SONIA swaps increased slightly last week from $172bn to $189bn, but continue to 
be far removed from the record levels in late February and early March. However, it appears that momentum is 
shifting. Though SONIA swap trading accounted for only about a quarter of total GBP sterling swap trading in the 
month of April, close to 40% of trading in May was conducted in SONIA. This represents SONIA’s highest share 
since March.

SOFR-linked swaps rebounded in the first week of May as well, continuing on into last week. Notionals traded 
were at $25bn, their highest level since early March. Aggregate notionals traded for swaps linked to other RFRs 
remained negligible last week, with TONA swaps limited to levels not seen since the beginning of the year.
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Source: analysis.swapsinfo.org
(Interest rate and credit derivatives weekly trading volume: Week ending May 15, 2020, accessed May 18, 2020)

*As of May 15 *As of May 15

*As of May 15 *As of May 15
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Notable cash product issuances
DBS has issued the first floating-rate note tied to SORA, Singapore’s risk-free alternative to SOR, a rate that 
relies in part on USD LIBOR for its calculation. Although the issue was relatively small at S$20m with a maturity 
of  one year, it provides a preliminary first glimpse at market pricing for issuances tied to SOR.

RFR Issuer Detail Resources

SARON UBS Became the latest Swiss bank to offer adjustable rate mortgages 
tied to SARON.

UBS Product Page

SONIA TSB Bank Became the latest bank to solicit consent for replacing GBP 
LIBOR in a series of floating-rate covered bonds.

Meeting Notice

SOFR Farmer 
Mac

Issued the longest date SOFR-tied floating-rate note by a GSE to 
date, a $15m floating-rate note maturing July 2027.

Earnings Call 
Transcript (via Nasdaq)

U.S. Fed CLOs issued as part of the Term Asset-Backed Securities Loan 
Facility, part of the CARES Act program, will reference SOFR.

Updated Term Sheet

Morgan 
Stanley

Continued issuances of fixed- to floating-rate notes with a $3bn 
offering.

Global Legal Chronicle

FIrst 
Financial

Issued a $150m fixed- to floating-rate note, as a growing number 
of regional banks are testing the waters for SOFR issuances.

MarketScreener - First 
Financial 8-K

Market update: May 1-15, 2020
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SOFR issuances (in billions)
• After record-setting volumes in March and April, 

FRN issuances in the first two weeks of May have 
been in line with volumes seen earlier in the year. 

• While still dominated by agency issuances, we are 
increasingly seeing smaller regional and 
community banks testing the waters with issuances 
in smaller denominations.

SONIA issuances (in billions)
• The first two weeks of May have seen limited 

issuances in SONIA-linked FRNs.
• The current low volume of issuances may simply 

be a factor of more attractive alternative funding 
arrangements or availability of other lending 
schemes. SONIA remains the standard for GBP 
FRN issuances.

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 May 15, 2020)

https://www.businesstimes.com.sg/companies-markets/dbs-prices-s20m-sora-referenced-notes
https://www.ubs.com/ch/en/private/mortgages/products/saron-mortgage.html
https://www.sharesmagazine.co.uk/news/market/6916269/NOTICE-OF-MEETING-REGARDING-2017-1-COVERED-BONDS
https://www.nasdaq.com/articles/federal-agricultural-mortgage-corp-agm-q1-2020-earnings-call-transcript-2020-05-13
https://www.federalreserve.gov/newsevents/pressreleases/files/monetary20200512a1.pdf
http://www.globallegalchronicle.com/morgan-stanleys-3-billion-fixed-to-floating-rate-senior-notes-offering/
https://www.marketscreener.com/FIRST-FINANCIAL-BANCORP-9282/news/FIRST-FINANCIAL-BANCORP-OH-Entry-into-a-Material-Definitive-Agreement-Creation-of-a-Direct-Fina-30506350/
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Alternative reference rate working groups
Alternative Reference Rates Committee
• Recommended the voluntary exchange of cash compensation for swaptions impacted by the switch to SOFR as the 

discount rate for USD-denominated derivatives.
• Extended the comment period on its consultation on fallback language for new student loans until May 29.
• Responded to a previous OpEd critical of SOFR as the recommended alternative to USD LIBOR.
• Released a set of best practices for vendors, incl. target readiness dates for capabilities related to specific product types.
• Issued a supplemental consultation on the spread adjustment methodology, seeking feedback on two issues related to 

alignment to ISDA’s fallback methodology. Comments are due June 8.
• The FRN sub group published considerations and a sample term sheet for FRNs referencing the SOFR index.
• Updated its FAQs, which now include a reiteration of the current overall transition deadline (see Question 17).
Working Group on Sterling RFRs
• Published its April Newsletter.
Working Group on Euro RFRs
• Published an update from the Communication & Education subgroup, provided to the committee at its February meeting.
• Published a summary of results for its consultation on swaptions impacted by the transition. While a majority of 

respondents were in favor of the WG recommending a compensation mechanism, some remain skeptical. 
• Published its April Newsletter.
National Working Group on CHF Reference Rates
• Published an exec. summary of its May 7 meeting. The WG recommends using the lookback method for CHF syndicated 

loans, with an offset of five business days. It also recommends that market participants should transition LIBOR exposures 
prior to the end of 2021, wherever possible.

Regulators
• FCA (on behalf of the Financial Services Regulatory Initiatives Forum): Published a Regulatory Initiatives Grid, 

reiterating the importance of the LIBOR transition on the regulatory agenda.
• FCA: The Executive Director of International, Nausicaa Delfas, reiterated the FCA’s previous statement stressing that firms 

should continue to assume LIBOR’s likely cessation after 2021.
• PRA: Announced it would “resume full supervisory engagement on Libor from 1 June 2020, including data reporting at the 

end of Q2,” along with the FCA.
• Bank of England: Delayed the effective date of LIBOR-linked collateral haircut add-ons from October 2020 to April 2021. 

Its Interim Financial Stability Report cites recent market volatility as further evidence that LIBOR is no longer fit for purpose.
• FINMA: Announced that it expected banks and securities firms to make substantial progress in replacing CHF LIBOR-

based cash products with SARON-based products by the end of 2020.
• Bank of Korea: Sent a “Dear CEO” letter to financial institutions, encouraging preparation for the transition from LIBOR.

Industry groups and infrastructure providers
• ISDA: Published a summary of responses to its second consultation on pre-cessation triggers. A broad majority of 

respondents indicated their preference for including pre-cessation triggers without optionality in ISDA’s upcoming protocol. 
The latest ISDA Quarterly features an interview with market participants on their viewpoints on the LIBOR transition. ISDA 
also launched a new benchmark reform landing page.

• ISDA and the FIA: Published their response to the EC’s consultation on its draft equivalence decision for JP benchmarks. 
Equivalence would cover only JPY TIBOR and Euroyen TIBOR.

• CME: Announced it would begin new release testing of the  €STR discounting and PAI transition on May 20, with a full 
simulation weekend planned for June 19-22.

• SFA: Commented on the LIBOR-SOFR transition continuing undeterred. 
• Bankers Association for Finance and Trade (BAFT) and International Trade and Forfaiting Association (IFTA): 

Published wording guidance for Master Participation Agreements, stressing that trade finance requires forward-looking term 
reference rates.

• NAIC: The Financial Condition Committee was updated on LIBOR transition by the American Council of Life Insurers. 
LIBOR transition was also a topic at the latest meeting of the Life Actuarial Task Force. 

• ICE BA: Published a fourth update on the proposed U.S. Dollar ICE Bank Yield Index, including updated test results.
• LMA: Published a webinar providing an update on the transition from LIBOR in the loan market. Presentation slides can be 

viewed HERE.
• APLMA: Formally adopted the LMA’s revised Replacement of Screen Rate language into its loan agreement templates 

(member access required).

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-swaptions-recommendations.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Extension_Student_Loan_Consultation_Press_Release.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_American_Banker.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-press-release-best-practices-for-vendors-transition-to-SOFR.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Consultation_Follow_Up.pdf
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TODAY 2021 2022

June 30, 2020 (March 31)
Deadline for FHLBanks to cease entering 
into LIBOR-based instruments

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

Q3 - JPY OIS term rates

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

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

Q1 2021 (Q4 2020)
Recommendations on 

EURIBOR fallbacks

July 27, 2020 (June 30)
Discounting and PAI switch 
from EONIA to €STR for 
cleared euro derivatives

September 30
FNMA & FHLMC stop accepting LIBOR-
based ARMs with application dates after 

Sept. 30
ARRC target date for vendor readiness 

(business and consumer loans)

Q3 - SONIA term rates

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 date for vendor readiness (securitizations)

1H - SOFR term rates

Q3 - Updated ISDA 2006 definitions and fallback protocol available

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

FNMA to accept SOFR ARMs - August 3

Delayed milestone

by July 30
ARRC recommended conventions 

for business loans & securitizations

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

June 30
ARRC target date for 

vendor readiness (FRNs)
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