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Highlights
True love waits: Term SOFR formally endorsed by ARRC
What happened? The Alternative Reference Rates 
Committee (ARRC) formally recommended CME’s 
forward-looking SOFR term rate (“Term SOFR”). The 
endorsement is of particular relevance to legacy contracts 
that contain ARRC-recommended fallback language listing a 
formally endorsed Term SOFR as the first replacement 
option for USD LIBOR. 
As had been announced previously, Refinitiv will publish the 
ARRC’s recommended spread adjustments and 
spread-adjusted fallback rates for cash products. The rates 
will be based on SOFR, including CME’s Term SOFR, with 
the spread adjustment to account for the economic 
differences between SOFR and USD LIBOR identical to that 
employed by ISDA as part of its implemented IBOR 
Fallbacks for derivatives.

SOFR First delivers liquidity
A formal recommendation was made possible by an increase 
in trading volumes of SOFR derivatives seen over the last 
week in July. As Term SOFR is initially based on transacted 
prices in SOFR futures, the ARRC had made robust trading 
activity in SOFR derivatives a condition for making its 
recommendation. The recent uptick in swaps trading came 
after an apparently successful implementation of SOFR 
First, i.e., the CFTC Market Risk Advisory Committee’s 
(MRAC’s) recommendation for interdealer brokers to base 
USD swap trading on SOFR rather than USD LIBOR, 
beginning on July 26. 

Up next: RFR First
That change in swap trading conventions only represented 
the first phase of a broader initiative. The MRAC also 
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recommendation for a switch in convention for 
exchange traded derivatives. The ARRC endorsed the 
recommendation for a switch to RFRs in interdealer 
market quotations for cross-currency swaps as of 
September 21. The Bank of England and the Financial 
Conduct Authority also issued a statement of supportl, 
as did the Euro RFRs Working Group. The initiative 
also found the support of the National Working Group 
on CHF Reference Rates, which discussed the topic at 
its latest meeting.

Use of Term SOFR in cash products
In addition to serving as the fallback in contracts 
containing ARRC’s recommended fallback language, 
the formal recommendation is also expected to spur 
increased use of Term SOFR in the issuance of new 
cash products. Prior to its endorsement, the ARRC had 
issued additional guidance on the use of Term SOFR, 
including recommended best practices for the scope of 
use of Term SOFR and a set of recommendations on 
conventions for the use of SOFR averages and Term 
SOFR in business loans. The committee supports the 
use of Term SOFR, in addition to other forms of SOFR, 
in new multi-lender facilities, middle market loans, trade 
finance loans and certain securitizations. Its use in 
derivatives markets, however, should be limited to a 
narrow set of transactions for the purpose of hedging 
cash products referencing a forward-looking term rate.
The Loan Syndications & Trading Association (LSTA) 
welcomed the broad support for the use of Term SOFR 
in loan markets, noting that the recommendation should 
“dramatically ease the operational burden” of 
transitioning, specifically for CLOs. 

Our take: Finally, the availability of an ARRC- 
recommended, forward-looking SOFR term rate marks 
the achievement of a major milestone in the transition 
away from LIBOR. Term SOFR had long been desired 
by a segment of the market keen on operational ease. 
With the ability to have the rate known at the beginning 
of the interest period, using Term SOFR would 
operationally (if not economically) feel a lot like using 
LIBOR. Some market participants have recently been 
looking to forward-looking, credit-sensitive alternatives 
to USD LIBOR, in part due to concerns about the 
complexities of using a daily in-arrears rate. With a 
growing chorus of regulators cautioning against the use 
of credit-sensitive rates (CSRs), we can expect 
institutions concerned about possible regulatory 
scrutiny to look toward Term SOFR instead. 
The expectation is for most new retail products (such 
as student loans and adjustable rate mortgages) to 
employ SOFR averages rather than Term SOFR. For 

Market update: July 16 - 31, 2021

SOFR First and derivatives trading
July 26, 2021 marked the target date for the CFTC 
MRAC-recommended switch of interdealer swap 
market quotations from USD LIBOR to SOFR. At the 
end of the week, over 1,000 new SOFR swaps had 
been executed, with total notional for the week 
reaching an all-time high of over $110 billion. As the 
chart below shows, trading in USD LIBOR certainly 
didn’t end last week — and further development of 
SOFR volatility products remains a key need ahead 
of 2022. 
USD Swaps Trading - % of total notional

While SOFR First may have lit a spark rather than a 
fire, one thing is clear: There is no turning back. The 
migration of cross-currency swaps to RFRs, targeted 
for September, is expected to further catalyze trading 
in RFRs.
Beyond the major LIBOR currencies, it seems 
possible that the September switch will have impacts 
on other currencies as well. The recommendation 
applies to all cross-currency swaps involving CHF, 
GBP, JPY and USD LIBOR, including those where 
the other leg is based on a rate different than the 
major LIBOR currencies. Depending on where 
liquidity and favorable pricing are found, market 
participants may choose to voluntarily move both 
legs to alternative reference rates, rather than opting 
for a two-staged approach to remediation. 
Cross-currency swaps involving AUD and CAD, for 
instance, may see movement from BBSW and 
CDOR to AONIA and CORRA, respectively.

recommended an analogous change in convention for 
interdealer cross-currency swaps (i.e., phase two) for 
September 21, 2021 — with a target date for the switch 
for non-linear derivatives yet to be determined. Also yet 
to be confirmed is a target date for the final phase of 
the initiative, which would include a broader 

Source: DTCC
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example, new issuances of USD adjustable rate 
mortgages have effectively completed the shift to 
SOFR. With regard to new business loans, however, 
the ARRC’s recommended scope of use for Term 
SOFR is broader than what most had expected. The 
adoption of SOFR in loan products has been very 
limited to this point. Perhaps in a nod to the slow pace 
of progress — or perhaps with an eye on stemming the 
rise of CSRs — the idea of Term SOFR playing a 
bigger role in the transition away from LIBOR appears 
to be gathering momentum.
Loan markets are bound to employ RFRs using any 
number of different conventions to calculate interest, 
set payment dates and other parameters. Some parts 
of the loan market will look to Term SOFR, while others 
will continue to explore different alternative reference 
rates, such as CSRs. Risk managing those different 
exposures, which is dependent on developing 
derivative markets in those different rates and 
conventions, might result in a diverse portfolio of loans 
and swaps that look and function very differently. 
Whatever rates specific pockets of the market might 
eventually gravitate toward, it now appears clear that 
the multi-rate environment is here to stay. Even with 
Term SOFR now available, that environment will almost 
certainly include products that reference SOFR 
averages (whether in advance or arrears), simple 
SOFR, Term SOFR or even CSRs. Financial 
institutions will need to be prepared to transact in a 
myriad of rates and conventions — and manage 
potentially complex hedging relationships associated 
with a diverse portfolio.
The formal arrival of Term SOFR should also allow 
banks to accelerate outreach efforts to their corporate 
customers. One commonly cited hurdle to the proactive 
remediation of LIBOR-based contracts was uncertainty 
surrounding the various options for replacement. Now, 
however, all options appear to be on the table. It had 
long been assumed that remediation of legacy USD 
LIBOR exposures might not begin in earnest until early 
2022, given the continued publication of USD LIBOR 
into 2023. With Term SOFR now becoming available, 
some market participants may well look to accelerate 
their efforts.

Statutory replacement of EONIA
What happened? The European Commission (EC) 
launched a rule-making initiative to draft an 
implementation act that would designate a statutory 
replacement for EONIA in EU contracts on January 3, 
2022, EONIA’s cessation date. The effort comes in 
response to a letter sent by the chair of the Euro RFRs 
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Working Group, which proposes such a legislative 
solution “as part of a comprehensive solution for cash 
and derivative products.”
The WG’s ask came amid a significant amount of 
outstanding EONIA exposures in derivatives and credit 
support annexes (CSA), estimated at nearly 17 trillion 
in notional. According to the WG, external factors such 
as the ongoing pandemic, Brexit or unresponsiveness 
from counterparties have hindered progress in  
proactive transition or remediation of these exposures. 
At the time of EONIA’s cessation, contracts that have 
not been transitioned might lead to potential confusion 
or questions over contract performance and require 
resource-intensive ad hoc solutions to be addressed. 
EONIA has been quoted as €STR plus a spread of 
8.5bps since October 2019. Similarly, €STR plus 
8.5bps has been proposed as a replacement, or 
fallback rate, for legacy contracts referencing EONIA. 

Our take: The planned adoption of legislation to 
designate an €STR-based replacement for EONIA 
would require a fairly rapid turnaround. Under the 
amendments made to the EU Benchmarks Regulation 
(BMR), the EC would need to consult on its legislative 
proposal. The consultation process for a statutory 
replacement for CHF LIBOR, for comparison, began on 
March 21 of this year — and we have yet to see a final 
announcement from the commission. 
Considering that no draft proposal has been published 
yet, the need for a — likely shortened — consultation 
process and the ongoing summer holiday season in the 
Eurozone, an adaption of any related legislation in Q3 
of 2021 appears to make for a decidedly ambitious 
goal.
Without a finalized example of such legislation —
e.g., finalized legislation on a replacement for CHF 
LIBOR — there also remains uncertainty as to which 
specific use cases would be in scope for a statutory 
replacement. For derivatives, ISDA had previously 
noted that it was working on a EONIA to €STR protocol 
for collateral agreements. At a recent meeting of the 
Euro RFRs WG, an ISDA representative suggested 
such a protocol could be “considered as a practical tool 
to further foster the transition in the absence of a 
statutory replacement.” 
As has often been the case in the transition to 
alternative reference rates, a lot of open questions and 
what-ifs remain. Firms will have to weigh the additional 
resource needs associated with accelerating the pace 
of proactive remediation of CSAs against the potential 
risks and complications associated with contracts 
referencing EONIA at the time of the rate’s cessation. 

Market update: July 16 - 31, 2021

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13120-Interest-rates-Statutory-replacement-rate-for-the-EONIA-benchmark_en
https://www.esma.europa.eu/sites/default/files/library/esma81-391-71_letter_from_rfrwg_chair_to_ec_on_transition_from_eonia_to_eustr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma81-391-72_minutes_eur_rfr_wg_meeting_01072021.pdf#page=4
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Futures and options

Source: CME, ICE (accessed August 2, 2021) Source: CME, LCH, ICE (accessed August 2, 2021)

Our take
The successful completion of SOFR First’s phase one didn’t result in an immediate spike in trading volumes for 
SOFR futures — nor was that expected. Over time, however, decreasing reliance on USD LIBOR across different 
market segments and products should provide a boost to futures trading volumes. In fact, we have already seen a 
steady upward trend in both average daily volumes and open interest, with open interest reaching an all-time high 
of just under 900k contracts at the end of July. 
For now, prices in SOFR futures trading serve as a primary input into the construction of Term SOFR. With its 
formal endorsement of Term SOFR, the ARRC emphasizes that a successful SOFR First initiative ensures that the 
observed upward trend in trading volumes can be expected to continue.
SONIA futures saw their upward trend in trading volumes continue as well, with open interest reaching new record 
highs every week in July. Open interest in SONIA futures has nearly doubled since the end of Q1 2021 alone. 

Market update: July 16 - 31, 2021

RFR adoption: Derivatives 2

ISDA IBOR Fallbacks Protocol adherence
(July 31, 2021 vs. July 15, 2021)
- 14,398 total entities (up from 14,361)
- 2,184 sign-ups on or after the effective date
- 30 out of 30 G-SIBs (up from 29)

Source: ISDA

PwC Podcast Episode 5: Corporates in transition
Many companies still have a significant amount of work 
to do to transition from IBORs to RFRs. Laura Talvitie is 
joined by Chris Raftopoulos, a Director in our Treasury 
Advisory and Assurance business, and Sarah Boyce, 
an Associate Director in the Association of Corporate 
Treasurers. We cover key considerations, challenges 
and actions corporates should think about right now.

ISDA IBOR Fallbacks Protocol holdouts: And then 
there were none
As of July 19, 2021, all current 30 G-SIBs have signed 
on to ISDA’s IBOR Fallbacks protocol.

Listen HERE

https://www.pwc.co.uk/industries/financial-services/insights/latest-on-libor-transition-podcast.html
https://www.pwc.co.uk/industries/financial-services/insights/latest-on-libor-transition-podcast.html
https://www.pwc.co.uk/industries/financial-services/insights/latest-on-libor-transition-podcast.html
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Source: analysis.swapsinfo.org 
(interest rate and credit derivatives weekly trading volume): 

Week ending July 30, 2021, accessed August 2, 2021.

Swaps trading

Our take
While all eyes were on SOFR volumes in the last week 
of July, RFR derivatives trading across the other major 
currencies quietly made progress as well. Over the past 
month, we have seen record high trade counts across 
SONIA, €STR, SARON and TONA swaps. Notionals 
aren’t far behind, with only SONIA swaps experiencing 
a slow down, which is likely temporary. 
It appears quite likely that we’ll see further increases in 
trading activity, specifically in SONIA, SARON and — at 
least to some extent — TONA swaps. Local regulators 
in the respective jurisdictions have been increasing 
pressure on firms to remediate legacy LIBOR-based 
exposures. That effort remains ongoing. And, as market 
participants accelerate their efforts to transition existing 
exposures — combined with increasing new issuances 
tied to RFRs — the associated risk management needs 
should further fuel RFR swaps trading.
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RFR adoption: Cash products3
USD FRN issuances (in billions)

Source: Bloomberg. Includes callable issuances.FRN issuances (as of July 31, 2021)
SONIA FRN issuances (in billions)

Our take
The downward trend for issuances of new USD LIBOR FRNs continued in the last two weeks of July. While there 
was a total of $5.8 billion in total issuances in July (still an all-time low), the vast majority of that amount came in 
short-dated or callable instruments. There were a mere $200 million in non-callable issuances with maturity dates 
after June 30, 2023, which is USD LIBOR’s anticipated cessation date. 
For now, we will continue to track debt issuances in RFRs and USD LIBOR. That said, we don’t expect a reversal 
of the current trends. Following adjustable rate mortgages, FRNs appear next in line to end their reliance on USD 
LIBOR entirely.

For additional details on employed conventions and other parameters of recent RFR-based loans, see the Loan 
Market Association’s (LMA’s) regularly updated list of RFR referencing syndicated and bilateral loans. Given the 
private nature of the loan market, neither the LMA’s list nor our highlights should be considered an accurate 
representation of activity in loan markets. Especially with the WG on Sterling RFR’s target date for an end of GBP 
LIBOR use in new products now behind us, publicly available data likely doesn’t tell the whole story with respect to 
SONIA-based lending. That will increasingly become true for SOFR-based lending, as expectations for lenders to 
shift away from USD LIBOR continue to increase.

1 Please note: This information has been obtained from publicly available sources.

Notable cash product issuances and other RFR adoption1

Benchmark Company Detail Resources
SOFR NIBC Direct Extended a SOFR-based ship finance facility to a Dutch shipping group, thought to be 

the first ship finance loan referencing SOFR from day one.
Press release 
(ext. counsel)

First Abu Dhabi 
Bank

Became the first issuer from the UAE to issue a SOFR-based FRN. Final terms

World Bank The International Bank for Reconstruction and Development issued a SOFR-based 
catastrophe bond.

Press release

Various World Bank Announced that new loans in USD, GBP and JPY would be based on SOFR, SONIA 
and TONA, respectively, after January 1, 2022. EURIBOR will remain the interest rate 
for loans in EUR.

Press release

Asian 
Development 
Bank

Announced that it was planning to switch the reference rates for its financial loan 
product (to be renamed “Flexible Loan Product”) from USD LIBOR and JPY LIBOR to 
SOFR and TONA, respectively.

Briefing 
presentation

https://www.lma.eu.com/application/files/8616/2756/1696/List_of_RFR_referencing_bilateral_and_syndicated_loans_July_2021.pdf
https://www.shlegal.com/news/stephenson-harwood-advises-nibc-bank-n.v.-on-secured-loan-facility-with-innovative-sofr-day-1-mechanism-to-joint-venture-managed-by-van-weelde
https://www.bankfab.com/-/media/fabgroup/home/about-fab/investor-relations/debt-investor-information/final-terms/fab-series-115-ft-usd50m-frn-2024.pdf
https://www.worldbank.org/en/news/press-release/2021/07/19/world-bank-catastrophe-bond-provides-jamaica-185-million-in-storm-protection
https://www.worldbank.org/en/news/press-release/2021/07/22/world-bank-approves-new-reference-rates-for-existing-and-new-loans-in-preparation-for-end-of-libor
https://www.adb.org/sites/default/files/page/649276/proposed-reference-rate-transition-for-adbs-financial-loan-product-eng.pdf
https://www.adb.org/sites/default/files/page/649276/proposed-reference-rate-transition-for-adbs-financial-loan-product-eng.pdf
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National working groups
Alternative Reference Rates Committee (ARRC)
• Formally recommended CME’s Term SOFR, effectively completing its Paced Transition Plan. A fact sheet has also been 

issued. Read the CME’s statement HERE.
• Formally endorsed the CFTC’s MRAC recommendations to change conventions for interdealer cross-currency swaps 

trading on September 21, representing the second phase of SOFR First (also called “RFR First”). After that date, interdealer 
cross-currency swaps trading between USD and other LIBOR currencies should be based on SOFR, SONIA, SARON or 
TONA, respectively.

• Held its fourth SOFR Symposium webinar. Panel discussions focused on the SOFR First initiative and Term SOFR.
• Issued recommended best practices for the scope of use of Term SOFR. 
• Issued recommendations on conventions for the use of SOFR averages and Term SOFR in business loans. 
• The leaders of the committee’s Non-Financial Corporates Working Group penned an OpEd, urging lenders to accelerate 

and intensify their outreach efforts to corporate customers.
• Published minutes from the committee’s June 17 meeting.
WG on Euro RFRs
• The WG’s chair asked the EC to consider designating €STR as a statutory replacement to EONIA under its new powers.
• Issued a set of recommendations for the switch to RFRs in the interdealer market. The WG recommends that brokers 

change swap trading conventions from EONIA to €STR on October 18, 2021, and supports the CFTC’s recommendation for 
a quoting switch to RFRs in interdealer markets for cross-currency swaps on September 21. 

• Published minutes from the WG’s July 1 meeting.
NWG on CHF Reference Rates
• Published full minutes of the working group’s July 1 meeting. 
Cross-Industry Committee on JPY IR Benchmarks
• Asked interdealer brokers to change the quoting convention for linear derivatives from JPY LIBOR to TONA after July 30, 

2021. The initiative has been dubbed “TONA First.”
Steering Committee for SOR and SIBOR Transition to SORA (SC-STS)
• Published updated timelines and recommendations for the transition of legacy exposures based on SOR.
Canadian Alternative Reference Rate (CARR) Working Group 
• Published minutes from the working group’s June 28 and May 25 meetings.

Regulators
• House Committee on Financial Services: Voted to advance a bill to address tough legacy exposures tied to USD LIBOR. 

The advanced version of the bill includes a number of technical changes from the initial draft, as well as the addition of 
language declaring that legislation is not intended to “disfavor” any alternative reference rate. Any safe harbor provisions, 
however, would apply only to the use of a replacement rate based on SOFR. The committee noted that it had received 
letters of support from major US regulators, such as the Fed and FHFA, as well as numerous industry groups.

• Fed: As part of a supervisory letter, the Fed published a set of FAQs clarifying the impact of LIBOR transition on capital 
regulations. In addition to the Regulatory Capital FAQs also addressed by the FDIC and OCC, the guidance clarifies the 
impact of LIBOR transition-related exchange offers or amendments of debt securities on Total Loss-Absorbing Capacity 
(TLAC) requirements.

• FDIC/OCC: The FDIC released a set of FAQs clarifying the impact of LIBOR transition on regulatory capital instruments. As 
long as a capital instrument that is amended or replaced for LIBOR transition purposes isn’t “substantially different” from an 
economic perspective, its capital treatment is not expected to change. The OCC issued a set of FAQs mirroring the FDIC’s 
guidance. 

• FCA/BOE: Issued a joint statement in support of the RFR First initiative to switch the convention from LIBOR to RFRs in 
interdealer cross-currency swap markets after September 21, 2021.

• FCA: LIBOR transition is listed as a priority in the FCA’s business plan for 2021/2022, which emphasizes the importance of 
fair treatment of customers and international collaboration among regulatory authorities.
Updated its microsite on its augmented powers to include a series of next steps, suggesting that the next consultation on its 
proposed decisions related to the publication of synthetic LIBOR should be expected in mid-September of this year.

• European Commission: Announced that it was drafting an implementation act to designate a statutory replacement for 
EONIA in EU contracts on January 3, 2022.

• ESMA: Published an updated version of its Q&As on the Benchmarks Regulation.
• International Association of Insurance Supervisors: The IAIS issued a statement in support of the FSB’s 

announcements and timeline for a smooth transition away from LIBOR.   
• Association of Banks in Singapore: Published an updated version of its SORA guide for corporates and SMEs.
• IOSCO: The APAC Hub published a webcast on the transition’s remaining challenges, specifically with respect to USD 

LIBOR, including representation from the HKMA, ISDA, FSB, FCA and IOSCO itself.

Publications at a glance4
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https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Term_SOFR.pdf
https://www.newyorkfed.org/medialibrary/microsites/arrc/files/paced-timeline-plan.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Infographic_Term_SOFR.pdf
https://www.cmegroup.com/media-room/press-releases/2021/7/29/cme_group_statementonarrcformalrecommendationofcmetermsofrrefere.html
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Endorsement_of_MRAC.pdf
https://players.brightcove.net/62612260001/Vybd5rRpl_default/index.html?videoId=6264635885001
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Scope_of_Use.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/Term_SOFR_Avgs_Conventions.pdf
https://www.risk.net/derivatives/7855416/libor-is-ending-and-corporates-need-to-know-their-options
https://www.newyorkfed.org/medialibrary/microsites/arrc/files/2021/arrc-meeting-minutes-june-17-2021.pdf
https://www.esma.europa.eu/sites/default/files/library/esma81-391-71_letter_from_rfrwg_chair_to_ec_on_transition_from_eonia_to_eustr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma81-391-73_eur_rfr_wg_statements_on_estr_first_and_ccs.pdf
https://www.esma.europa.eu/sites/default/files/library/esma81-391-72_minutes_eur_rfr_wg_meeting_01072021.pdf
https://www.snb.ch/n/mmr/reference/minutes_20210701/source/minutes_20210701.n.pdf
https://www.boj.or.jp/en/paym/market/jpy_cmte/cmt210726a.pdf
https://www.abs.org.sg/docs/library/media-release-on-sc-sts-recommendations-for-legacy-sor-transition.pdf
https://abs.org.sg/docs/library/sc-sts-recommendations-for-transition-of-legacy-sor-contracts.pdf
https://www.bankofcanada.ca/wp-content/uploads/2021/07/carr-minutes-june-28-2021.pdf
https://www.bankofcanada.ca/wp-content/uploads/2021/07/carr-minutes-may-25-2021.pdf
https://financialservices.house.gov/news/documentsingle.aspx?DocumentID=408262
https://financialservices.house.gov/uploadedfiles/bills-117-4616-s000344-amdt-9.pdf
https://www.federalreserve.gov/supervisionreg/srletters/sr2112a1.pdf
https://www.fdic.gov/news/financial-institution-letters/2021/fil21054.html
https://www.fdic.gov/news/financial-institution-letters/2021/fil21054a.pdf
https://www.occ.treas.gov/news-issuances/bulletins/2021/bulletin-2021-32.html
https://www.bankofengland.co.uk/news/2021/july/fca-boe-encourage-market-participants-in-a-switch-to-rfrs-in-the-libor-cross-currency-swaps-market
https://www.fca.org.uk/publication/business-plans/business-plan-2021-22.pdf
https://www.fca.org.uk/markets/transition-libor/benchmarks-regulation-new-powers-policy-decision-making
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13120-Interest-rates-Statutory-replacement-rate-for-the-EONIA-benchmark_en
https://www.esma.europa.eu/sites/default/files/library/esma70-145-114_qas_on_bmr.pdf
https://www.iaisweb.org/file/97934/29-june-2021-iais-statement-on-benchmark-transition
https://abs.org.sg/docs/library/sora-a-guide-for-corporates-and-smes.pdf
https://www.youtube.com/watch?v=ghf9F61A4sk
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Industry groups, infrastructure providers and other items
• ISDA: Updated and reorganized its LIBOR transition InfoHub. The landing page also includes a new microsite that includes 

graphical comparisons of different LIBOR settings and their corresponding ISDA IBOR fallback rates, along with other 
supplemental information.
Announced the results of its consultation on fallbacks for GBP and USD LIBOR swap rates, which showed that respondents 
generally agreed with the proposed provisions. The fallbacks, which ISDA looks to finalize as soon as possible, will mirror 
those suggested by the WG on Sterling RFRs and the ARRC.

• ISDA (w/ National Association of Financial Market Institutional Investors): ISDA and NAFMII published a booklet and 
supplemental agreement to the 2009 NAFMII Master Agreement to include IBOR Fallbacks into onshore derivative 
transactions in China (in Chinese).

• LSTA: Reacted positively to the ARRC’s recommended scope of use for Term SOFR. It also observed that the similarity 
between ARRC’s recommended conventions for Term SOFR and existing LIBOR loan conventions should simplify the 
transition in loan markets.
Reacted to the ARRC’s formal recommendation of Term SOFR: “Huzzah!”
Published a brief blog on fallbacks in institutional loans, suggesting that it seems unlikely that a significant percentage of 
loans employing ARRC’s recommended fallback clauses will include provisions that would allow for a transition to CSRs 
ahead of LIBOR’s cessation.

• LMA: Published an updated list of its list of syndicated and bilateral loans based on RFRs. 
Published an RFR-based facility agreement for real estate investment transactions, allowing parties to select whether or not 
they want to employ an observation shift (member access only).
Published a webinar discussing LIBOR transition considerations for export credit agencies.

• ICMA: The association’s Swiss Syndicate Managers Group announced that CHF syndicate banks would reference the 
SARON Mid-Swap Rate in new issuances beginning September 1, 2021.
The ICMA’s latest quarterly report included an update on the transition away from LIBOR in the bond market and 
commentary on developments in the JPY LIBOR transition.

• SIFMA (et al.): Over 15 industry organizations sent a joint letter to the House Financial Services in support of federal 
legislation to address legacy LIBOR exposures that contain no or inadequate fallback language to address LIBOR’s 
permanent cessation. The U.S. Chamber of Commerce similarly endorsed the legislation. SIFMA also sent a standalone 
letter of support, noting that “a variety of inconsistent or non-existent state legislation cannot provide the benefits of a 
uniform Federal law.” 

• Structured Finance Association: Applauded the advancement of federal legislation to address legacy LIBOR exposures.
• FICC Markets Standards Board: Published its finalized standards on the use of Term SONIA. The updated guidance 

includes “minor changes,” but none to the previously proposed use cases for Term SONIA.
• LIBOR Trade Association Working Party: Published minutes from the group’s June 30 meeting. At the meeting, the ICMA 

noted that it had tracked over 70 successful consent solicitations so far.
• The Bankers Association for Finance and Trade: Published a report on LIBOR transition in trade finance, based on an 

extensive BAFT-sponsored survey of financial services institutions and corporates involved in the industry. The key findings 
suggest that banks “continue to track currency-specific transition deadlines, intensify internal system and process 
preparations, and enhance and tailor communication with corporate clients.”

• New Zealand Financial Markets Association: The NZFMA launched a website for the newly formed New Zealand 
Financial Benchmark Facility (NZFBF), which will act as administrator of benchmark rates in New Zealand.

Market update: July 16 - 31, 2021
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Synthetic LIBOR, from a safety net to 
catch-all?
Synthetic LIBOR remains a complex source of 
frustration. But perhaps the rules could end up being 
more permissive than expected? Read more on our 
latest PwC blog here: 

https://pwc.to/3iifC1d

https://www.isda.org/2020/05/11/benchmark-reform-and-transition-from-libor/
https://www.brattle.com/understanding-ibor-benchmark-fallbacks
https://www.isda.org/2021/07/23/isda-announces-results-of-consultation-on-fallbacks-for-gbp-libor-ice-swap-rate-and-usd-libor-ice-swap-rate/
https://www.isda.org/2021/07/30/isda-nafmii-publish-chinese-language-ibor-fallbacks-documents/
http://assets.isda.org/media/107fac88/430b34eb-pdf/
http://assets.isda.org/media/5fe27f60/0fecf418-pdf/
https://www.lsta.org/news-resources/lsta-applauds-arrc-decision-on-business-loans-and-clos/
https://www.lsta.org/news-resources/term-sofr-loans-clos-in-scope/
https://www.lsta.org/news-resources/term-sofr-conventions-almost-just-like-libor/
https://www.lsta.org/news-resources/term-sofr-formally-recommended/
https://www.lsta.org/news-resources/fallbacks-report-from-the-institutional-loan-trenches/
https://www.lma.eu.com/application/files/8616/2756/1696/List_of_RFR_referencing_bilateral_and_syndicated_loans_July_2021.pdf
https://www.lma.eu.com/documents-guidelines/documents/category/real-estate-finance#rfr-facility-documentation-183
https://www.lma.eu.com/lmaplayer?t=170#item-170
https://www.icmagroup.org/assets/Uploads/CHF-switch-notice-2021-07-16bis.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Quarterly_Reports/Articles/ICMA-QR-article-Q3-2021-The-orderly-wind-down-of-LIBOR-in-the-bond-market-020821.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Quarterly_Reports/Articles/ICMA-QR-article-Q3-2021-Developments-in-Japanese-yen-LIBOR-transition-the-Japanese-perspective-020821.pdf
https://www.sifma.org/wp-content/uploads/2021/07/Joint-Trades-Letter-in-Support-of-the-Adjustable-Interest-Rate-LIBOR-Act-1.pdf
https://www.uschamber.com/letters-congress/us-chamber-letter-markup-july-28-the-house-financial-services-committee
https://www.sifma.org/wp-content/uploads/2021/07/SIFMA-Letter-to-HFSC-Full-Committee-Markup-on-H.R.-935-2265-4616-4617-4618-and-4619.pdf
https://www.sifma.org/wp-content/uploads/2021/07/SIFMA-Letter-to-HFSC-Full-Committee-Markup-on-H.R.-935-2265-4616-4617-4618-and-4619.pdf
https://structuredfinance.org/news/structured-finance-association-applauds-committee-passage-of-libor-transition-legislation/
https://fmsb.com/fmsb-publishes-final-standard-on-the-use-of-term-sonia-reference-rates/
https://fmsb.com/wp-content/uploads/2021/07/Standard-on-use-of-Term-SONIA-reference-rates_FINAL.pdf
https://www.lma.eu.com/application/files/6816/2668/6414/Minutes_for_publication.pdf
https://www.baft.org/wp-content/uploads/2021/07/No-More-LIBOR-What-Next-for-Trade-Finance-Survey.pdf
https://www.nzfbf.org/news/launch
https://pwc.to/3iifC1d


PwC | LIBOR Transition

December 31, 2021
End of publication/loss of representativeness: 
GBP, EUR, JPY, CHF LIBOR and 1W, 2M USD LIBOR
US Supervisors/FCA/FSB/FINMA: 
no new USD LIBOR products
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2021 2022

by Q3, 2021
ARRC: no new LIBOR CLOs
CIC: significant reduction in LIBOR loans and bonds, inter-dealer 
quotations move from JPY LIBOR to TONA
Sterling RFR WG: complete remediation of legacy LIBOR contracts 

by Q2, 2021
ARRC: no new USD LIBOR business loans, securitizations (excl. CLOs) or derivative trades that increase LIBOR risk
Sterling RFR WG: no new GBP LIBOR non-linear or exchange traded derivatives
CIC: no new JPY LIBOR loans or bonds 
FSB/FINMA: system and process changes complete
Euro RFR WG: recommendations on EURIBOR fallbacks

2023

March 5, 2021 (all LIBOR settings)
FCA announcement 
on future cessation/loss 
of representativeness
“Spread Adjustment Fixing Date”

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

June 30, 2023
End of publication / loss of representativeness:

o/n, 1-, 3-, 6- and 12-month USD LIBOR

April 26, 2021 
JPY OIS term rates

May 11, 2021
 FCA/BOE: interdealer 
quotations move from 
GBP LIBOR to SONIA

December 2021 (various dates)
CCPs: preemptive transition of legacy LIBOR trades to RFRs

June 17, 2021
FCA/BOE: Switch GBP 

exchange traded derivatives 
from LIBOR to SONIA

July 26, 2021
CFTC/MRAC: SOFR First - Interdealer swap-trading conventions switch from USD LIBOR to SOFR

September 21, 2021
CFTC (MRAC)/FCA/BOE/National WGs: RFR First - Interdealer X-currency swap trading 
conventions switch to RFRs for USD, GBP, CHF and JPY legs of cross-currency swaps

Early 2022
EMMI/IBA: €STR term rate

October 18, 2021
WG on Euro RFRs: €STR First - Interdealer brokers change RFR swap-trading 
conventions from EONIA to €STR
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