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The path to LIBOR
replacement

As the New York Federal Reserve Bank launches its
Secured Overnight Financing Rate (SOFR) as its
alternative to LIBOR, a new report by its Alternative
Reference Rate Committee (ARRC) details the
transition period and the pursuit of a baseline level of
liquidity for derivatives contracts using the new rate.

The report lays out a six-step transition plan, which
concludes at the end of 2021 with the creation of a
term reference rate based on SOFR derivatives.

ARRC'’s Paced Transition Plan
ARRC members will put in place the
infrastructure required for overnight index
swaps (OIS) and/or futures trading in SOFR.

Trading will start in futures and/or bilateral,
‘ uncleared OIS that reference SOFR.

Trading will begin in cleared OIS that
reference SOFR in the current effective
federal funds rate (EFFR) price alignment
interest (PAl) environment.

Central counterparties will begin allowing
market participants a choice between
clearing new or modified swap contracts in
the current PAl/discounting environment or in
one that uses SOFR for PAI and discounting.

Central counterparties will no longer accept
new swap contracts for clearing with EFFR
for PAI and discounting.

‘ Creation of a term reference rate based on
SOFR derivatives.



