¢ BANK OF IBOR TRANSITION NEWSLETTER

e\ SCOTLAND Second Eciton January 2020

COMMERCIAL BANKING

Welcome to our second 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 throughoutthe period of transition. We hope you will find it useful.

What has happened recently
The run up to Christmas saw the Financial Stability Board (FSB) publish its annual progress reporton IBOR Transition across the globe
which emphasised therisks thatcontinued reliance upon LIBOR poses to financial stability.

In the UK the Sterling Risk Free Rate Working Group (BoEWG) outlined its priorities for the year ahead, highlighting important events
and clarifyingthe actions market participants should be taking. This included establishing a framework for the transition oflegacy LI-
BOR products, in order to significantly reduce the stock of LIBOR referencing contracts by Q1 2021 as well as making itsimpler to
adopt SONIA products in the cash and derivatives markets. There was also a re-iteration oftheir targetthat there should be no new
Sterling issuance of LIBOR-based cash products maturing after 2021 from the end of Q3 this year.

In addition, the much awaited BoE WG Term Rate Use Case Reportwas published detailingthe instances wherea SONIA Term Rate
mightbe relevant, mostnotably for certain trade finance products and lower value loans to awide range of smaller borrowers . There-
portdoes stress the expectation that Overnight Compounded SONIAsh ould be operationally achievable for approximately 90% by
value of the Sterling LIBOR loan market.

Elsewhere, in the EU the phasein of contributors to the new EURIBOR methodology has been completed ensuring the benchmark’s
continued publication beyond the end of 2021.

The Alternative Reference Rates Committee in the US recently published a consultation onthe adjustments to the risk-free rate SOFR
where itis to be used as a fallback in cash products thatreference USD LIBOR; this follows a similar consultation for GBP LIBOR
fallbacks issued by the BoOE WG during December. One of the key areas for discussionis around the methodology to be used to c alcu-
late differences between LIBORs and therisk-freerates.

The Bank of Japan published its final reporton the ap propriate choice and usage of Japanese yen interestrates.

KEY RECENT DEVELOPMENTS

GLOBAL e FSB publishes annual reporton IBOR Transition
e BoE publishes priorities for the year ahead and accompanying Factsheet
UK e BoE WG term rate use case report
e FCA and PRA expectations offirms'transition progress during 2020
e See consultationabove
EUROPE e EMMI granted authorisation for provision and administration of EONIA
e EMMI confirms successful phasein of contributors to EURIBOR new hybrid methodology
us e See consultationabove
Other Currencies e BoJ publishesfinal reporton use of Japanese Yen interestrate benchmarks

Foradditional information from Lloyds Banking Group onthe transition from LIBOR, please see our website which includes our ‘LIBOR:
the countdown to 2021’ paper and latest referen ce materials here:

Click here to visit our website >
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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
http://email.lloydsbankcommercial.com/c/18EHirugKZCjfNlf5cJGtel
http://email.lloydsbankcommercial.com/c/18EHjuqzoVOVUlIG07MkuAw
http://email.lloydsbankcommercial.com/c/18EHlAjaGOebdstxPXRCxiS
http://email.lloydsbankcommercial.com/c/18EHmDftkKqNS0QYKSUgyF3
http://email.lloydsbankcommercial.com/c/18EHnGbLYGDqwzepFNWUA1e
http://email.lloydsbankcommercial.com/c/18EHoJ84CCQ3b7BQAIZyBnp
http://email.lloydsbankcommercial.com/c/18EHpM4ngz2FPFZhvE2cCJA
http://email.lloydsbankcommercial.com/c/18EHqP0FUvfiuemIqz4QE5L
http://email.lloydsbankcommercial.com/c/18EHrRWYyrrV8MK9lu7uFrW
http://email.lloydsbankcommercial.com/c/18EHsUThcnExNl7Agpa8GO7
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

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

Yours sincerely

-l Cris Kinrade
IBOR Transition Programme
At\ Bank of Scotland Commercial Banking

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 notbe relied on in connection with or be construed as a contractor commitmentand shall notformthe basis of
or be relied on in connection with any transaction, contractor communication whatsoever; (2) is forinformation purposes only and is not
intended to formand should notformthe basis of any investmentdecision; (3) is notand may notbe treated as investmentresearch, a
recommendation, an opinion or advice of any kind (including without limitation legal, compliance, financial, accounting and/or taxation);
(4) is subjectto the copyrightofBank of Scotland; (5) is based on current public informationand is in summary formand, therefore, may
notbe complete; and (6) may only be accessed by recipients lawfully entitled to do so. By receiving thiscommunication, you agree to its
contents and requirements.

Bank of Scotland has exercised reasonable carein its preparation, butno representation or warranty is made by Bank of Scotland, 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 completenessoftheinformation or opinions herein. In particular, no Bank of Scotland Personis, and
none should be considered to be, giving an accounting opinion or advice and you should conductyour own independent enquiries and
obtain independent professional advice. Any transaction which you may enter into with Bank of Scotland will be on the basis that 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 soughtin relation to all aspects of the transaction including without limitation legal,
compliance, financial, accounting and/or taxation advice. Youwill notuse 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 inamannerinconsistentwith any statementor opinion inthis communication; (ii) may trade as principal in securitie s and/or
assets and/or derivatives and/or any other financial products. Information may be available to Bank of Scotland Persons which is not
reflected in this communication. Bank of Scotland may have a perceived or actual conflictofinterestin relation to the matters referred to
in the communication. Bank of Scotland has internal systems, controls and procedures to ensure that conflicts ofinterestare 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 notbeen independently verified or reviewed, and Bank of Scotland is notobliged to update or correctthis co mmunication.
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 LIoyds 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 athird party however arising inrelation to thiscommunication (including without limitation in relationto any projection, analysis,
assumption and opinion in this communication). In no circumstances will any LIoyds Bank Persons be responsible for any costs, taxes
or expenses incurred by any recipientin connection with any investigation of this communication or any subsequenttransaction.

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 ofavoiding tax penalties that may be imposed on such taxpayer.

Bank of Scotland Persons may participate in benchmarks in any one or more ofthe following capacities: as administrator, submitter or
user. Benchmarks may be referenced by Bank of Scotland Persons forinternal purposes or products, services or transactions provided
to orengaged in with you. More informationis found in the Benchmark Transparency Statementon 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 Scotland
plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 2065. Bank of Scotland plc. R eg-
istered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. Registered
office 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 10399850. Authorised by the Prudential Regulation
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
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