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IBOR TO RISK FREE RATES TRANSITION — LIBOR TRANSITION TO SONIA ( GODDARD

DEVELOPMENTS AT NOVEMBER 2020 OUTLOOK FOR NOV-DEC

2020
LATEST UPDATES

*  Non-LIBOR linked loan alternatives to
have been made available from end-Q3
2020

* Lenders and Borrowers working to meet

end-Q1 2021 target for no new LIBOR-

linked products

FCA and HMT to hold LIBOR transition

briefing and Q&A on 25 November

23 Oct 2020: ISDA launches IBOR Fallbacks Supplement and IBOR Fallbacks Protocol (effective from 25 Jan 2021). Welcomed by UK bodies.
21 Oct 2020: HM Treasury Policy Paper on amendments to UK Benchmarks Regulation to support LIBOR transition

21 Oct 2020: Financial Services Bill 2019-21 introduced to Parliament — including new FCA benchmark powers

16 Oct 2020: Financial Stability Board publishes Global Transition Roadmap for LIBOR

30 Sept 2020: RFR WG publishes September 2020 newsletter .
28 Sept 2020: FCA and BoE encourage further switch to SONIA in interest rate swap markets

PRODUCT

BILATERAL LOANS

SYNDICATED LOANS

28 Sept 2020: ISDA publishes RFR Conventions and IBOR Fallbacks — Product Table
18 Sept 2020: RFR WG holds webinar, ‘Is your business ready for LIBOR transition?’

MORTGAGES & CONSUMER

FINANCIAL MARKETS

CREDIT Bonds, securitisations, derivatives
FOCUS e September 2020: Innova e SONIA term rate expected to be ( ) ~
Energy completes £30m available early 2021 (BETA e FCA strongly encouraging e Bonds: no market consensus yet on a NG

CUSTOMER
FOCUS

SONIA-linked term loan
facility to fund renewable
energy projects

July 2020: Coastline Housing
completes £30 million SONIA-
Linked revolving credit facility
based on LMA Exposure
Draft SONIA Facility
Agreement

April 2020: Riverside Group
completes what is thought to
be the first SONIA-linked
£100m revolving credit facility
in housing sector

versions)

LMA has created exposure drafts
of compounded RFR facility
agreements based on SONIA and
SOFR. Methodology follows that
seen in the bond market and
bilateral loan market with the lag °
period being left open to
agreement. An update on 28
February 2020 set out outstanding
issues before the exposure drafts
can be finalised

LMA has also published exposure
drafts of a multi-currency facility
agreement, and a facility
agreement involving a switching
mechanism. Switching mechanism
was used in: (i) BAT’s March 2020
SONIA and SOFR linked revolving
credit facility. (ii) ABP’s May 2020
LIBOR and SONIA linked term
loan facility

mortgage lenders,
intermediaries and mortgage
borrowers to avoid new
mortgage contracts that rely on
LIBOR continuing beyond end-
2021

Alternative RFRs being
considered by the industry
include SONIA, Bank Base
Rate, and Standard Variable
Rate

FCA'’s forthcoming benchmark

powers will help address
mortgage tough legacy issues

RFR alternative to LIBOR but we have
seen daily compounding with a 5-day
lag being used. Bond markets expected
to follow developments in derivatives
markets. April 2020: ICMA discusses
challenges for legacy sterling LIBOR
bond conversions

Securitisations: AFME published
wording in April 2018 for a model
condition for benchmark rate
modifications in RBMS & other
securitised debt. February 2020:
Goldman Sachs begins marketing first
SONIA-linked securitisation

Derivatives: ISDA IBOR Protocol
effective from 25 January 2021. Sterling
swaps liquidity providers to adopt new
interdealer quoting conventions based
on SONIA and move to use of single
period swaps rather than forward rate
agreements on 27 October, subject to
prevailing market conditions.

28 October 2020: UK Finance and Lending Standards Board publish best practice guidance on transitioning SME customers to non-LIBOR-linked products
16 September 2020: UK Finance publishes guide to LIBOR discontinuation for business customers
23 June 2020: AFME publishes paper, LIBOR Transition: Managing the Conduct and Compliance Risks: Client communications

17 December 2019: AFME published a White Paper on managing the conduct and compliance risks of LIBOR transition - practical guidance for an effective
corporate governance framework around LIBOR transition

STEVE MACKIE
Partner

+44(0)7921 417457
+44 (0)207 160 3269

ROSANNA BRYANT
Partner

+44(0)7738 697349
+44(0)113 209 2048

SARA EVANS
Principal Knowledge
Lawyer

+44(0)7766 361038
+44(0)207 160 3045


https://web.cvent.com/event/901a013e-085e-4767-9f86-7b8a02a67188/summary?rp=00000000-0000-0000-0000-000000000000
https://innova.co.uk/innova-energy-completes-30m-refinancing-with-natwest-to-continue-its-growth-in-renewable-energy/
https://www.lma.eu.com/application/files/1116/0223/4078/2020-10-07ProjectLoraxDealSummaryPublicHRV01.00.pdf
https://www.localgovernmentlawyer.co.uk/housing-law/397-housing-news/44302-trowers-hamlins-advises-on-social-housing-sonia-facility-first
https://www.socialhousing.co.uk/news/news/riverside-completes-sectors-first-100m-sonia-linked-revolving-credit-facility-65948
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/rfrwg-term-sonia-reference-rate-summary.pdf
https://www.lma.eu.com/libor
https://www.lma.eu.com/documents-guidelines/documents/category/libor#rfr-facility-documentation--commentary143
https://www.lma.eu.com/documents-guidelines/documents/category/libor#rate-switch-agreement-and-commentary152
https://www.bat.com/group/sites/UK__9D9KCY.nsf/vwPagesWebLive/DOBMMDQU
https://www.lma.eu.com/application/files/7215/9498/3153/2020-07-17ABPDealSummaryPublicSRV01.00.pdf
https://www.fca.org.uk/markets/transition-libor/benchmarks-regulation-proposed-new-powers
https://www.icmagroup.org/assets/documents/Regulatory/Quarterly_Reports/Articles/Q2-2019-article-Legacy-sterling-LIBOR-bonds-150419.pdf
https://www.afme.eu/Portals/0/globalassets/downloads/briefing-notes/2017/AFME%20Benchmark%20Rate%20Modification%20Language%20April%202018.pdf
Goldman to launch first CMBS deal linked to Sonia
https://www.bankofengland.co.uk/news/2020/september/fca-and-boe-joint-statement-on-sonia-interest-rate-swap
https://www.ukfinance.org.uk/system/files/Best practice guidance-Transition from LIBOR for SME customers_v3.pdf
https://www.ukfinance.org.uk/system/files/LIBOR-Guide-for-Business-Customers-SEPTEMBER%202020-FINALpdf.pdf
https://www.afme.eu/Portals/0/DispatchFeaturedImages/20200623%20SS_AFME%20LIBOR%20Transition_Managing%20the%20Conduct%20and%20Compliance%20Risks_client%20communications-2.pdf
https://www.afme.eu/Portals/0/DispatchFeaturedImages/20191217%20AFME%20Simmons%20LIBOR%20Transition%20Conduct%20Risk%20-%20FINAL.pdf
https://www.isda.org/2020/10/09/isda-board-statement-on-the-ibor-fallbacks-supplement-and-protocol/
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-welcoming-isda-announcement.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/928238/LIBOR_Policy_Statement.pdf
https://www.gov.uk/government/news/financial-services-bill-introduced-today
https://www.fsb.org/wp-content/uploads/P161020-1.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/newsletter/september-2020.pdf
https://www.bankofengland.co.uk/news/2020/september/fca-and-boe-joint-statement-on-sonia-interest-rate-swap
http://assets.isda.org/media/4ff1a000/b6e5395e-pdf/
https://www.youtube.com/watch?v=egJziWU8yAA

