Alternative Reference Rates Committee (ARRC)
Minutes for the September 20, 2018 Meeting

The ARRC Chair noted that the Outreach and Communications working group produced a
document addressing frequently asked questions that were posted to the ARRC website.

The ARRC agreed that Venerable would serve as co-chair of the Outreach and Communications
working group.

The Committee discussed the final versions of public consultations for floating rate notes and
syndicated business loans that were prepared by the working groups. The Committee approved
the consultations, which were subsequently released on the ARRC’s website for public feedback
through November 8, 2018. The Committee noted its intention to incorporate feedback and
approve recommended fallback language for voluntary adoption by the end of the year.

Working group chairs noted that the public consultations for securitizations and bilateral
business loans were being prepared and would be shared with the Committee in the coming
months.

The Chair highlighted examples of SOFR adoption, including recent SOFR debt issuances and
growth in SOFR derivatives activity. ARRC members then had a wide-ranging discussion around
ways to further encourage SOFR adoption. ARRC members noted that the addition of SOFR to
FASB’s hedge accounting list would help overcome certain challenges preventing some market
participants from transitioning to SOFR. ARRC members also observed that more education
efforts are needed in order to increase awareness around LIBOR-related issues. Some members
commented that it could be helpful to engage in a proactive dialogue with software vendors to
address any potential obstacles related to SOFR adoption.

ARRC members discussed the use of compression auctions to convert existing LIBOR swap
positions into SOFR swap positions prior to a trigger event under an ISDA protocol. Darrell
Duffie, who attended the meeting as an observer, discussed his work on how compression
auctions could be applied to convert centrally cleared swaps, suggesting this approach would:
reduce the number of outstanding LIBOR swaps while allowing market participants to maintain
roughly the same levels of market exposure, create market liquidity for SOFR swaps, and fulfill
market participants’ fiduciary responsibilities. ARRC members discussed how compression
auctions would work across swaps with different maturities. Fed staff noted that the Committee
needs to think of ways to build liquidity in SOFR-linked derivatives and the Chair noted it would
be beneficial for the Committee to conduct a test to determine whether compression auctions
would be an effective approach.


https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2018/ARRC-Sept-20-2018-announcement.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2018/ARRC-Sept-24-2018-announcement.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2018/ARRC-FRN-Consultation.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2018/ARRC-Syndicated-Business-Loans-Consultation.pdf
https://www.darrellduffie.com/uploads/pubs/DuffieCompressionAuctionNotes2018.pdf
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