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Welcome to our third Newsletter dealing with the planned transition away from LIBOR and other Interbank Offered Rates 

(IBORs). With 2021 fast approaching we aim to keep you aware of key developments, and plan to send this newsletter to you 

regularly throughout the period of transition. We hope you will find it useful.  

 

What has happened recently  

In a speech to the International Swaps and Derivatives Association (ISDA)/SIFMA Asset Management Group Benchmark Strategies 

Forum earlier this week, Andrew Hauser, Executive Director for Markets at the Bank of England (BoE) outlined two new initiati ves for 

LIBOR transition:  

• publication of a compounded SONIA index from July 2020 to simplify the cal culation of compounded SONIA interest rates. 

The BoE has prepared a paper on the options for this index, inviting comments by 9 April 2020 

• a progressive increase in the haircuts¹ applied to LIBOR-linked collateral deposits with the BoE to 100% by the end o f 2021, 

so that by that date they will no longer be eligible to support borrowing. 

At the same conference Edwin Schooling-Latter, Director of Markets and Wholesale Policy at the FCA continued the theme that the 

time for change is now and noted that with the move to SONIA now embedded in the bond market and a clear direction set for deriva-

tives, the key challenge that remains is to embed the use of SONIA into loan markets. In looking forward to the end of 2021 h e said the 

preference is to be able to provide markets with sufficient warning and formally announce LIBOR’s cessation in advance of the cessa-

tion date itself.  

 

ISDA has announced a new consultation on what is known as “pre-cessation”. The proposal is that fallbacks to an adjusted Risk -Free 
Rate apply to all relevant derivatives following the permanent cessation of an IBOR or a ‘non -representative’ pre-cessation event, 

whichever occurs first.  

 

Under this scenario, a single protocol would also be launched to allow participants to include both pre-cessation and permanent cessa-

tion fallbacks within their legacy derivatives trades. The new consultation is open until 25 March 2020 with the results and next steps 

expected to be published in late April or early May. This re-consultation follows the release of letters earlier this month from the FCA 

and the LIBOR administrator ICE Benchmark Administration about the length of any period in which a non–representative LIBOR might 

continue to be published prior to cessation. 

 

In the US the Alternative Reference Rates Committee (ARRC) welcomed an announcement that the government sponsored enter-

prises Fannie Mae and Freddie Mac will stop accepting adjustable-rate mortgages (ARMs) based on LIBOR by the end of 2020, and 

that they plan to accept ARMs based on the Risk-Free Rate, SOFR, from later in 2020. As a reminder, we reported in our earlier news-

letters that the Sterling Risk-Free Rate Working Group has a target for no new Sterling issuance of LIBOR-based cash products matur-

ing after 2021 from the end of Q3 th is year. 

 
In Europe work on managing the discontinuation of EONIA on 3rd January 2022 continues, with the Working Group on Euro Risk -free 

Rates (EU RFR WG) publishing a further report on the transition from EONIA to €STR in the cash and derivative markets.  It highlights 

that contracts referenced to EONIA with maturities beyond 3 January 2022 entail significant risks and that market participant s should 

replace these with €STR products and reduce their  legacy EONIA exposures. The report includes some practical suggestions on how 

this transition should be managed. 

 

Also in Europe, the European Insurance and Occupational Pensions Authority (EIOPA) has published a technical discussion docum ent 

outlining important considerations for the use of Risk-Free Rates in fund valuation and capital calculations. 

 

KEY RECENT DEVELOPMENTS 

GLOBAL • ISDA announces further consultation on pre-cessation 

UK • BoE initiatives to support LIBOR Transition 

EUROPE 
• EU RFR WG report on transfer of EONIA Liquidity to the €STR 

• EIOPA discussion paper on IBOR Transition 

US • ARRC welcomes decision to cease LIBOR mortgages 
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http://email.lloydsbankcommercial.com/c/14sfEwt3KvyEll60nyBJph
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http://email.lloydsbankcommercial.com/c/14sfIhovaq8HIkUKIhl5wc
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For additional information from Lloyds Banking Group on the transition from LIBOR, please see our website which includes our ‘LIBOR: 

the countdown to 2021’ paper and latest reference materials here:  

 

 

Please let your Relationship Manager know if you have any feedback or suggestions.  

 

Yours sincerely  

  

 

 

 

 

 

 

 

DISCLAIMER 

This communication, its contents and any related communication (“this communication”) was prepared by Bank of Scotland (for the 

purposes of this notice “Bank of Scotland” means Lloyds Banking Group plc, its subsidiaries and any of its group companies). This 

communication (1) shall not be relied on in connection with or be construed as a contract or commitment and shall not form the basis of 

or be relied on in connection with any transaction, contract or communication whatsoever; (2) is for information purposes only and is not 

intended to form and should not form the basis of any investment decision; (3) is not and may not be treated as investment research, a 

recommendation, an opinion or advice of any kind (including without limitation legal, compliance, financial, accounting and/o r taxation); 
(4) is subject to the copyright of Bank of Scotland; (5) is based on current public information and  is in summary form and, therefore, may 

not be complete; and (6) may only be accessed by recipients lawfully entitled to do so. By receiving this communication, you agree to its 

contents and requirements.  

Bank of Scotland has exercised reasonable care in its preparation, but no representation or warranty is made by Bank of Scotl and, and 
its or their directors, officers, employees, associates and agents (together the “Bank of Scotland Persons”) as to the accuracy, suitability, 

fairness, adequacy, correctness or completeness of the information or opinions herein. In particular, no Bank of Scotland Per son is, and 

none should be considered to be, giving an accounting opinion or advice and you should conduct your own independent enquiries and 

obtain independent professional advice. Any transaction which you may enter into with Bank of Scotland will be on the basis t hat you 

have made your own independent evaluations, without reliance on Bank of Scotland, and based on your own knowledge and experience 

and any professional advice which you may have sought in relation to all aspects of the transaction including without limitat ion legal, 

compliance, financial, accounting and/or taxation advice. You will not use this communication to the detriment of any Bank of Scotland 

Persons. 

 

No Bank of Scotland Person is acting as a fiduciary in relation to you. Bank of Scotland Persons and their clients (i) may en gage in 

transactions in a manner inconsistent with any statement or opinion in this communication; (ii) may trade as principal in securities and/or 

assets and/or derivatives and/or any other financial products. Information may be available to Bank of Scotland Persons wh ich is not 

reflected in this communication. Bank of Scotland may have a perceived or actual conflict of interest in relation to the matters referred to 

in the communication. Bank of Scotland has internal systems, controls and procedures to ensure that conf licts of interest are identified 

and appropriately managed. 

 

This communication is current at the date of publication and the content is subject to change without notice. Information and  opinions 
herein have not been independently verified or reviewed, and  Bank of Scotland is not obliged to update or correct this communication. 

This communication may contain forward-looking statements or refer to future events or results not within the control of Lloyds Bank 

Persons. No representation or warranty is made as to the correctness of any forward-looking statement or whether any such event or 

result will occur. To the fullest extent permitted by applicable law and regulation, no Lloyds Bank Person accepts any respon sibility for 

and shall have no liability for any loss (including without limitation direct, indirect, consequential and loss of profit), damages, or for any 

liability to a third party however arising in relation to this communication (including without limitation in relation to any  projection, analysis, 

assumption and opinion in this communication). In no circumstances will any Lloyds Bank Persons be responsible for any costs,  taxes 

or expenses incurred by any recipient in connection with any investigation of this communication or any subsequent transacti on. 

 

No Bank of Scotland Person provides legal, compliance, financial, tax, professional, regulatory  or accounting advice. Accordingly, any 

statements contained in this communication on tax matters were neither written nor intended to be used, and cannot be used by  any 

taxpayer, for the purpose of avoiding tax penalties that may be imposed on such taxpay er.   

 

 

 

 
 
 
 
 

                     

                     Cris Kinrade 

                     IBOR Transition Programme 

                     Bank of Scotland Commercial Banking  
 

 

 

 

 
 
 
 
 

Click here to visit our website > 

https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
https://business.bankofscotland.co.uk/business-resource-centre/insights-and-ideas/libor.html
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Bank of Scotland Persons may participate in benchmarks in any one or more of the following capacities: as administrator, subm itter or 

user. Benchmarks may be referenced by Bank of Scotland Persons for internal purposes or products, s ervices or transactions provided 

to or engaged in with you. More information is found in the Benchmark Transparency Statement on our website.  

 

Bank of Scotland is a trading name of Lloyds Bank plc, Bank of Scotland plc and Lloyds Bank Corporate Markets plc. Bank of Sc otland 

plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 2065. Bank of Scotland plc. Reg-

istered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. Registe red 

office 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 10399850. Authorised by the Prudential Regula tion 

Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority under registration numbers  119278, 

169628 and 763256 respectively. 

 

Please seek independent financial and legal advice if you have any questions about any of the issues raised in this communi-

cation 

 

 

 
 
 
 
 


