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Alternative Reference Rates Committee (ARRC)
Minutes for the April 12, 2017 Meeting

The ARRC discussed the merits of including various market segments in an overnight Treasury
repo rate. Of note, the ARRC agreed that the repo rate option should include bilateral repo
trades cleared by FICC, and that this bilateral repo data exclude, to the extent feasible using
simple and transparent filtering methods, “specials” repo transactions where the implied rate
on the transaction is significantly below rates on general collateral repo transactions.

Federal Reserve staff provided an overview of potential methods to reduce the presence of
“specials” transactions in bilateral repo data. The methods discussed had relatively small
impacts on the calculated rates. Federal Reserve staff also noted that the three repo rates
discussed in the recent Liberty Street Economics blog post would have broadly tracked widely-
available indices of overnight Treasury repo rates over the past several years, had the proposed
indices been produced historically. However, it was noted that, as with other markets, repo
market dynamics have evolved considerably since the financial crisis, and historical relationships
between repo market segments may not hold in the future.

A representative of the ARRC’s Advisory Group summarized the Group’s views regarding the
ARRC's rate selection. A significant majority of the Advisory Group supported the repo rate
option due to their perception that a rate based on repo markets would be more robust than an
unsecured funding rate and more indicative of an active funding market used by a wider set of
market participants. However, a few Advisory Group members expressed a preference for the
Overnight Bank Funding Rate, and some were indifferent between the two options or expressed
a preference that LIBOR be fixed rather than any alternative be promoted. ARRC members
noted that much work has been done to strengthen LIBOR, and that they remain focused on
their mandate to deliver an alternative risk free rate that could be used in certain financial
transactions, including many derivative transactions, which may be better suited to reference
rates that are closer to risk-free. The ARRC noted that it would be beneficial to continue
working with the Advisory Group on the details of the paced transition plan.

ARRC member firms reported on their preparations for making a rate selection. ARRC members
agreed to continue preparations with the goal of making a rate selection at its meeting on

June 22, 2017. Following the choice of rate, the ARRC would work to finalize its transition plans
in consultation with the Advisory Group and other market participants and to publish a final
report listing its recommendations later this year.

The ARRC discussed steps it should take before its meeting on June 22, 2017. Of note, the ARRC
may hold a meeting via conference call and a meeting of senior leadership of ARRC member
firms on June 16, 2017, to ensure that it is on track to make a rate selection. The ARRC also
discussed holding a roundtable on June 28, 2017, at the Federal Reserve Bank of New York, after
the rate selection with potential providers of financial infrastructure and technology systems
needed to support the paced transition plan.


http://libertystreeteconomics.newyorkfed.org/2016/12/investigating-the-proposed-overnight-treasury-gc-repo-benchmark-rates.html
https://www.newyorkfed.org/medialibrary/microsites/arrc/files/2016/Advisory-Group-Membership.pdf
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