
 

 

Market Developments  

• British American Tobacco signed a £6bn multi-currency revolving 
credit facility, the first to be linked to both SONIA and SOFR. The 
facility consists of a £3bn 364-day facility and £3bn 5-year facility 
provided by a syndicate of 21 banks. 

• Barclays confirmed unanimous bondholder support to transition 
£1.25bn LIBOR-linked covered bond, from LIBOR to SONIA. 

• The Financial Accounting Standards Board issued an Accounting 
Standards Update providing temporary amendments and optional 
guidance to reduce costs and ease accounting complexity due to 
LIBOR cessation and reference rate reform. The amendments in this 
Update apply only to LIBOR-linked contracts and LIBOR- referencing 
hedging relationships entered into before 31 December 2022. 
 

Non-Sterling RFR Updates  

From 22 June, LCH will switch its PAI/PAA and discounting from 

EONIA to €STR on all EUR-denominated products. 

• The Working Group on Euro Risk-Free Rates launched a consultation 
seeking views on potential recommendations to compensate  
swaption contracts impacted by the CCP discount change from EONIA 
to €STR. The deadline for feedback is 3 April 2020. 

• The Alternative Reference Rates Committee (ARRC) issued a 
proposal for New York State legislation that is designed to minimise 
costly and disruptive litigation resulting from LIBOR cessation. This 
legislation seeks to provide safe harbour from litigation for contracts 
that use the recommended benchmark rate.  

• The ARRC issued a letter to US Department of Treasury and Internal 
Revenue Service calling for guidance on potential accounting 
changes and urging authorities to confirm if changing the tax 
accounting method for IBOR cessation could be considered a change 
in accounting method.  

• The ARRC issued a consultation on fallback language for new  
USD-LIBOR variable rate private student loans. This consultation 
proposes including a waterfall approach in contractual fallback 
language in the event LIBOR is no longer available or representative. 
The deadline for feedback is 15 May 2020. 

• The Federal Housing Finance Agency announced it will extend the  
31 March deadline for Federal Home Loan banks to cease entering 
into LIBOR-linked products maturing after 2021. The extended 
deadline is now 30 June 2020. 

• Student and consumer advocates issued a letter to the ARRC 
highlighting consumer vulnerability and potential conduct risks arising 
from lender’s unilateral ability to select a replacement index to LIBOR.  

• The Japan Financial Services Agency and Bank of Japan published a 
summary of results to the Q4 2019 survey on the use of LIBOR and 
next steps required for transition. 

 
 

 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Working Group on  

Sterling Risk-Free Reference Rates 

Working Group on Sterling Risk-Free Reference Rate Updates 

• The RFR Secretariat published the summary of responses to the Working Group’s consultation on credit adjustment spread 
methodologies for fallbacks in cash products referencing sterling-LIBOR. There was strong consensus in favour of the historical 5-year 
median for the credit spread approach for both cessation and pre-cessation fallbacks for cash products maturing beyond end-2021.  
The Working Group will discuss the results at its forthcoming meetings.  

• The Loan Enablers Task Force published an indicative roadmap outlining a path for the discontinuation of new sterling LIBOR-linked 
cash lending by end-Q3 2020. Please note this is subject to change. 

• The Working Group issued a statement welcoming the Bank of England’s discussion paper on the publication of a SONIA compounded 
index, and outlining how bond markets can use the proposed SONIA index, and its relevance for issuer’s choice of conventions. 

Official Sector Updates 

• The FCA issued a statement clarifying how it would 
announce if a LIBOR setting is found to be non-
representative of the underlying market it seeks to 
measure. This statement would result in LIBOR-linked 
contracts with a ‘pre-cessation trigger” to convert to 
referencing a risk-free rate plus a spread. 

• UK HMRC issued draft guidance and a consultation 
seeking market feedback on how the HMRC should 
amend references to LIBOR in the current tax 
legislation. In addition, HMRC are seeking to 
understand the tax impact that could arise from LIBOR 

cessation and the reform of other benchmark rates. 

• The EU Commission published an inception impact 
assessment outlining possible amendments to the EU 
Benchmark Regulation to equip competent authorities 
with supervisory powers to ensure the orderly 
cessation of a critical benchmark such as LIBOR. The 
deadline for feedback is 15 April 2020.  

Key Milestone Dates 
• 9 April – deadline for Bank of England consultation on the proposal to publish a daily compounded SONIA index and ‘period averages’ 
• 28 May – deadline for responses to UK HMRC consultation on the taxation arising impacts from LIBOR cessation  
• 30 June – deadline for EIOPA discussion paper on its proposed methodologies to treat new RFR benchmark rates  
• Q3 2020 – Working Group target to cease issuance of GBP LIBOR-linked cash products maturing after 2021  

Key Liquidity Indicators  
Listed Futures (data provided by futures exchanges) 

 

 As at end-February (£billions) 

Notional 
traded 

Change since  
last month  

Notional 
outstanding 

Outstanding 
change since   

last month  

GBP 

LIBOR 
(incl. 

FRAs) 

4,710 
-2,468 

(-34%)) 
19,123 

543 

(3%) 

SONIA 9,621 
-7,673 

(-45%)) 
16,005 

1,745 

(12%) 

 

 Aggregated across all products as at end-February 

Monthly 
traded 
volume 

Change since  
last month 

Number of 
contracts 

outstanding 
(Open Interest) 

Change since   
last month 

GBP 

LIBOR 
16,313,095 

-5,202,414 

(-24%) 
4,805,038 

40,925 

(1%) 

SONIA 667,095 
46,867 

(8%) 
134,957 

-549 

(0%) 

LCH Swaps Statistics (from LCH website) 

 

 

If you have questions about the content or would like to get involved in any of the events mentioned please contact RFR.Secretariat@bankofengland.co.uk  
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The Working Group, Bank of England and Financial Conduct Authority (FCA) issued a statement on the impact of coronavirus on firms’ 
LIBOR transition plans. The central assumption that firms cannot rely on LIBOR after end-2021 has not changed, and end-2021 
should remain the target date for all firms to meet. The transition from LIBOR remains an essential task. However there will be an 

impact on the timing of some aspects of the transition programme of many firms, particularly the loan market. The Working Group will 
continue to monitor and assess the impact on transition timelines and update markets accordingly. 

https://www.bat.com/group/sites/UK__9D9KCY.nsf/vwPagesWebLive/DOBMMDQU
https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/12ZB/14479557.html
https://www.fasb.org/jsp/FASB/FASBContent_C/CompletedProjectPage&cid=1176174297513
https://www.lch.com/membership/ltd-membership/ltd-member-updates/transition-eustr-discounting-swapclear
https://www.ecb.europa.eu/paym/cons/html/wg_euro_risk-free_rates_swaptions.en.html
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-Proposed-Legislative-Solution.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-comment-letter-treasury-IRS.pdf
https://www.fhfa.gov/SupervisionRegulation/LIBORTransition
https://protectborrowers.org/wp-content/uploads/2020/03/LIBOR-Spread-Adjustments-Coalition-Letter.pdf
https://www.fsa.go.jp/en/news/2020/20200313.html
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/summary-of-responses-on-consultation-credit-adjustment.pdf?la=en&hash=87721B80E18C02FD605C4B40F31ED10709F425A5
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/path-for-discontinuation-of-new-sterling-libor-linked-lending-end-q3-2020.pdf?la=en&hash=E5B0DFBF3D410DF4FE9771F8B00141462104F16E
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-on-bond-market-conventions.pdf?la=en&hash=B34F5906448B0A1455CF4308523FF1CD62FA13A5
https://www.fca.org.uk/markets/transition-libor/libor-contractual-triggers
https://www.gov.uk/government/publications/draft-guidance-on-the-taxation-impacts-arising-from-the-withdrawal-of-libor-and-other-benchmark-rate-reform
https://www.gov.uk/government/consultations/consultation-on-the-taxation-impacts-arising-from-the-withdrawal-of-libor
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12268-Review-of-the-Benchmark-Regulation-
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12268-Review-of-the-Benchmark-Regulation-
https://www.bankofengland.co.uk/paper/2020/supporting-risk-free-rate-transition-through-the-provision-of-compounded-sonia
https://www.gov.uk/government/consultations/consultation-on-the-taxation-impacts-arising-from-the-withdrawal-of-libor
https://www.eiopa.europa.eu/content/discussion-paper-ibor-transitions
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/rfrwgs-2020-priorities-and-milestones.pdf?la=en&hash=653C6892CC68DAC968228AC677114FC37B7535EE
https://www.lch.com/services/swapclear/volumes
mailto:RFR.Secretariat@bankofengland.co.uk
https://www.bankofengland.co.uk/markets/transition-to-sterling-risk-free-rates-from-libor

