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The purpose of this newsletter is to provide the latest updates and industry developments regarding the transition 
from Interbank Offered Rates (IBORs) to alternative  reference rates (ARRs). In this issue, you will find summarized 
jurisdictional highlights from the global regulatory community, industry working groups, and various industry news 
sources. 

INTERNATIONAL   

 The Financial Accounting Standards Board (FASB) issued an Accounting Standards Update (ASU) that clarifies the scope 
of the FASB’s recent reference rate reform guidance. The guidance (Topic 848), issued in March 2020, aimed at easing 
the potential accounting burden expected when global capital markets move away from LIBOR. 

 Bloomberg announced the launch of the Bloomberg Short Term Bank Yield Index (BSBY) to meet market demand for a 
credit sensitive index to serve as a supplement to SOFR. Bloomberg began publishing BSBY on an indicative basis for 
the purposes of illustration and analysis on October 15, 2020.  

 New fallbacks for derivatives linked to IBORs take effect on January 25, 2021, ensuring a viable safety net is in place in 
the event an IBOR becomes permanently unavailable while firms continue to have exposure to that rate. 

♦ The fallbacks will be incorporated into all new derivatives contracts that reference ISDA’s standard interest rate 
derivatives definitions and legacy non-cleared derivatives, if the counterparties have bilaterally agreed to include 
them or both have adhered to the IBOR Fallbacks Protocol.  

 ISDA published a review analyzing the trading volumes of over-the-counter and exchange-traded interest rate derivatives 
that reference the selected ARRs, including SOFR, SONIA,SARON, TONAR, €STR and AONIA. 

UNITED STATES  

 The ARRC recommends new SOFR-based intercompany loans use the 30- or 90-day Average SOFR set in advance, with 
a monthly, quarterly, semi-annual, annual, or other reset period as is determined appropriate by the firm.  

UNITED KINGDOM 

 The ICE Benchmark Administration (IBA) launched their ICE Term SONIA Reference Rates (ICE TSRR) as a benchmark 
for use in financial instruments on January 11, 2021. ICE TSRR was designed to measure expected (i.e. forward-
looking) SONIA rates over one, three, six and 12 month tenor periods, and is based on a Waterfall Methodology using 
eligible prices and volumes for specified SONIA-linked interest rate derivative products. 

 The Bank of England (BoE) and the Financial Conduct Authority (FCA) published statements on the Sterling LIBOR 
transition, which emphasised their expectations to remove reliance on LIBOR for all new business and in legacy 
contracts, where feasible. By December 31, 2021, the industry and all product classes should be fully prepared for the 
end of GBP LIBOR. Updates to the Sterling Working Group priorities and roadmap include: 

 
Product  
class: 

Targeted milestones: 
by March 31, 2021 

Targeted milestones: 
by June 30, 2021 

Derivatives: 

 Cease issuance of new GBP LIBOR linked linear 
derivatives that expire after end 2021*. 

 Complete identification of all legacy LIBOR contracts 
expiring after end 2021 that can be actively converted. 

 Accelerate active conversion where viable to reduce 
legacy volume. 

 Widespread sign-up to the ISDA protocol. 

 Cease initiation of new GBP LIBOR non-linear 
derivatives that expire after end 2021*. 

 During April 1 – September 30 2021, cease 
initiation of cross-currency derivatives with a LIBOR-
linked sterling leg, expiring after 2021*. 

 Complete active conversion across linear and non-
linear derivatives where viable, and if not viable, 
ensure robust fallbacks are adopted where possible. 

Loans: 

 Cease new issuance of GBP LIBOR-referencing products 
maturing after 2021. 

 Complete identification of all legacy LIBOR contracts 
expiring after end 2021 that can be actively converted. 

 Accelerate active conversion where viable to reduce 
legacy volume. 

 Complete active conversion where viable 

 Where active conversion is not viable, ensure robust 
fallbacks are adopted where possible 

Bonds & 
securitizations: 

 Cease new issuance of GBP LIBOR-referencing products 
maturing after 2021.  

 Complete identification of all legacy LIBOR contracts 
expiring after end 2021 that can be actively converted. 

 Accelerate active conversion where viable to reduce 
legacy volume. 

 Complete active conversion where viable 

 Where active conversion is not viable, ensure robust 
fallbacks are adopted where possible 

* Except for risk management of existing positions. 

 Edwin Schooling Latter, Director Markets and Wholesale Policy gave a speech at City & Financial’s Managing LIBOR 
transition event.  The FCA made it clear that there will be no delays in deciding the fate of 35 LIBOR currency and tenor 
pairs, following the completion of the IBA consultation and the implementation of the ISDA’s IBOR fallbacks.  

EUROZONE 

 The Riksbank’s new transaction-based reference rate for Swedish krona has been given the name SWESTR (Swedish 
krona Short Term Rate). The test period for SWESTR started on January 27, 2021 and will last for approximately six-
month. 

ASIA-PACIFIC 

 ASIFMA and law firm Ashurst jointly released a new report, Asia Pacific IBOR Transition Readiness which highlights key 
areas of action for the industry to focus on as it navigates the IBOR transition. 
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https://www.fasb.org/cs/Satellite?c=FASBContent_C&cid=1176175895388&pagename=FASB%2FFASBContent_C%2FNewsPage
https://www.bloomberg.com/company/press/bloomberg-launches-short-term-credit-sensitive-index-to-support-ibor-transition/#:~:text=Bloomberg%20Launches%20Short%20Term%20Credit%20Sensitive%20Index%20to%20Support%20IBOR%20Transition,-January%2020%2C%202021&text=New%20York%2C%20NY%20%E2%80%94%20Bloomberg%20today,support%20the%20global%20IBOR%20transition.
https://www.isda.org/a/rKCTE/New-IBOR-Fallbacks-Take-Effect-for-Derivatives.pdf
https://www.isda.org/a/ZqCTE/Transition-to-RFRs-Review-Full-Year-2020-and-Q4-of-2020.pdf?_zs=3TiPO1&_zl=Lv696
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/arrc-intercompany-loan-conventions-final
https://ir.theice.com/press/news-details/2021/ICE-Benchmark-Administration-Launches-ICE-Term-SONIA-Reference-Rates-as-a-Benchmark-for-Use-in-Financial-Instruments/default.aspx
https://www.bankofengland.co.uk/news/2021/january/the-final-countdown-completing-sterling-libor-transition-by-end-2021
https://www.fca.org.uk/news/press-releases/final-countdown-completing-sterling-libor-transition-end-2021
https://www.fca.org.uk/news/speeches/libor-are-you-ready-life-without-libor-end-2021
https://www.riksbank.se/en-gb/press-and-published/notices-and-press-releases/notices/2021/the-riksbanks-new-reference-rate-is-called-swestr/#:~:text=News%20The%20Riksbank's%20new%20transaction,commences%20on%2027%20January%202021.
https://www.asifma.org/wp-content/uploads/2021/01/210104_asifma-ibor-paper_final.pdf
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