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LIBOR TRANSITION READY? 



LIBOR WON’T GO AWAY THAT FAST 



FIVE CONTENDERS TO REPLACE LIBOR

SOFR

SONIA

TONAR

SARON

ESTER

Secured Overnight Fund Rate. Administrator : 

Federal Reserve Bank of New York

Sterling Overnight Index Average Uncollateralized. 

Administrator : Bank of England

Tokyo Overnight Average Rate, Uncollateralized 

near Risk Free Rate. Administrator: Bank of Japan

Swiss Average Overnight Rate. Collateralized. 

Administrator: SIX Exchange 

Euro Short Term Rate. Administrator: European 

Central Bank



TIMELINE

ARRC2016 ARRC2017
CME

ARRC
2018 ARRC2019 CCPs2020

BIG 
DAY

2021

SOFR 
recommended as 

alternative 

Launch of SOFR 
futures

Infrastructure for 
futures and/or 
OIS trading in the 
new rate is put in 
place by ARRC 
members

Trading begins in 
futures

Indicative SOFR-
based term 
reference

Trading begins in 
cleared OIS that 
reference SOFR 
in the current 
(EFFR) PAI and 
discounting 
environment 

CCPs offer SOFR 
discounting 

environment.

Creation of 
term reference 
rate based on 

SOFR 
derivatives

once liquidity 
has developed 
sufficiently to 
produce a 
robust rate. 

ARRC publishes 
interim report

Considering the magnitude of the tail risk if LIBOR were to disappear, it is prudent to prepare for SOFR. How to prepare 
is a hard work that should start now.

Alternative Reference Rates Committee (ARRC) is a group of private-market participants convened by the Federal 
Reserve Board and the New York Fed to help ensure a successful transition from U.S. dollar (USD) LIBOR to a more robust 
reference rate.



KEY DIFFERENCE BETWEEN LIBOR AND SOFR

LIBOR SOFR

SOFR is still an overnight rate, the market needs to model a term-structure  (yield curve) with different maturities to 
reflect expectations about where interest rates will be in the future



SELECTED IN JUNE 2017 AND PUBLISHED IN APRIL 

2018, SOFR MARKET IS STILL IN A NASCENT STATE. 

Source: J.P Morgan



LIBOR REFERENCE INDEX FOR SIGNIFICANT 

AMOUNT OF TRANSACTIONS

Source: J.P Morgan



THERE WILL BE EXISTING POSITIONS THAT 

REFERENCED LIBOR BEYOND 2021



THE IMPACTS OF THE  TRANSITION…….



WHAT’S YOUR LIBOR SPIRIT ANIMAL?



Step 0: Start the 
planning now 

STEP 3: Identify the 
risks and implement 
mitigants early

STEP 2: Set out a 
transition roadmap

STEP 1: Mobilize a 
cross-business unit 
and geography 
transition programme 
with C-level 
sponsorship
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THE PATH FORWARD: STEPS TO CONSIDER FOR A LIBOR 

TRANSITION PROGRAM



Source: Deloitte center for regulatory 

strategy

MOBILIZATION : SAMPLE GOVERNANCE STRUCTURE

Mobilize a cross-business unit and 

geography transition programme with C-

level sponsorship 

Develop work streams to facilitate impact 
analysis and planning, develop  Governance 
and additional work streams to support 
consistency of messaging and information 
sharing across the enterprise.

1



SET OUT A TRANSITION ROADMAP 2



KEY RISKS AND POTENTIAL MITIGANTS3



CONCLUSION : A BUMPIER RIDE…….



THANK YOU! CARTAGENA . . . IN THE FOOTSTEPS 

OF GABRIEL GARCÍA MÁRQUEZ


