Interest Rate Benchmark Reform
Several interest rate benchmarks are expected to be phased out or reformed in the coming years, with the goal of producing more robust and
representative rates and more robust fallbacks for those rates.
NIBC has been proactively monitoring developments and has formed a dedicated team to support the bank and its clients on the transition. Over the
coming months, NIBC, along with other market participants, will be accelerating our efforts on benchmark reforms, mostly in relation to the cessation
of certain LIBOR rates by the end of 2021. We have prepared this communication to give you an overview of key developments.
NIBC recommends for you to seek guidance from your professional advisors on the topics discussed within this communication, and the potential
impacts on your business and financial products.

2012 – with the emergence of the LIBOR scandal in 2012, regulators sought to reform interest rate benchmarks [8].
2015 – Since 2015, industry working groups have been established and identified alternative risk-free interest rate benchmarks in each of the five
LIBOR currencies.
2016 – EU-wide benchmark regulation (BMR) was finalized, to become effective January 2018.[9]
2017 – the UK’s FCA announced in 2017 that by the end of 2021 it will no longer compel panel banks to support the LIBOR benchmark[2].
2017 – the UK’s Working Group on Sterling Risk Free Rates (‘UK Working Group’) identified SONIA as its recommended alternative to GBP LIBOR
[7]

2017 – the US’ Alternative Reference Rates Committee (‘ARRC’) identified SOFR as its recommended alternative to USD LIBOR[10]
2018 – the EU’s Working group on Euro Risk-free Rates identified €STR as its recommended Risk Free Rate for EUR transactions.
2019 – EURIBOR is reformed to a hybrid methodology making it less dependent on expert judgement and thereby compliant with the BMR
benchmark regulation.[11]
September 2020 – The UK Working Group publishes recommendations for the use of SONIA for the loan markets using a compounded in arrears
methodology. Their publications include detailed supporting slides and worked examples[12][13][14].
February 2021 – The ARRC publishes an Updated User’s Guide to SOFR. They view SOFR compounded in arrears (in line with the recommended
use for SONIA) as one of several robust calculation methods for business loans.[15]
March 5th, 2021 – The FCA formally announced that as of specified dates all LIBOR rates will cease to be provided or will no longer be

representative.[4]
March 5th, 2021 – The FCA‘s announcement constituted a trigger event for the spread adjustments as applied by the International Swaps and
Derivatives Association (‘ISDA’), based on the 5-year historical median methodology. [16][17]
March 30th, 2021 – The London-based Loan Market Association (‘LMA’) published the first recommended form of Risk-Free Rate facilities
agreement, applying a compounded in arrears methodology for Risk-Free Rates. [18]
April 1st, 2021 – All new issuance of GBP LIBOR-referencing loan products and linear derivatives should cease per April 1st 2021. This includes
transactions where Sterling is an optional currency and increases of existing transactions. [19]
May 11th 2021 – The Working Group on Euro Risk-free Rates publishes recommendations on appropriate fallbacks for EURIBOR. [29]
June 25th, 2021 – Joint public statement by the EC, ECB, EBA and ESMA on the cessation of LIBOR, encouraging market participants to act
now.[20]
July 1st, 2021 – The ARRC has indicated that as a best practice, all new issuance of USD LIBOR-referencing loan products that expire after the end
of 2021 should cease by end of Q2 2021. [21]
What are the key milestones ahead?
September 2021 – By the end of Q3 2021, all legacy contracts referencing GBP LIBOR should (where viable) have been amended to reflect the
switch to SONIA.[19]
December 31st, 2021 – the FCA will no longer compel panel banks to submit rates used for the calculation of LIBOR. All GBP, EUR, YPN and CHF
and the 1-week and 2-month USD LIBOR rates will cease to be provided or will no longer be representative.[4]
December 31st, 2021 – The Federal Reserve indicates that all banks should cease issuance of new USD LIBOR-referencing contracts as soon as
practicable and in any event by December 31st, 2021.[21]
June 30th, 2023 – All remaining USD LIBOR rates will cease to be provided or will no longer be representative.[4]

Is a synthetic LIBOR rate a viable option for my product?
The availability of any synthetic LIBOR rates after the specified cessation dates of LIBOR is highly uncertain and if they do become available, they will in
any case be considered unrepresentative. The use of a synthetic LIBOR is discouraged by the relevant regulators. In previous publications tough legacy
contracts, for which a synthetic LIBOR will potentially be maintained, have been described as ‘contracts that genuinely have no realistic ability to be
renegotiated or amended to transition to an alternative benchmark’.
NIBC does not view the use of a synthetic LIBOR as a viable option for any of the LIBOR-referencing contracts that it is a party to.
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