Alternative Reference Rates Committee (ARRC)
Minutes for the April 7, 2020 Meeting

The ARRC Chair opened the meeting by thanking members for their work during a challenging and
uncertain time. The Chair highlighted the statement by the Financial Conduct Authority that reiterated
that the existence of LIBOR cannot be guaranteed beyond end-2021. The Chair added that given the
challenges that the ongoing pandemic poses to market participants’ transition efforts, the ARRC’s
leadership is more important than ever and the ARRC must focus on pushing the transition ahead. The
Chair then welcomed new members to the ARRC.

Federal Reserve staff provided an overview of feedback received through the public consultation on
spread adjustment methodologies. Reflecting the responses received in the consultation, members
discussed the benefits of a spread adjustment methodology for cash products that aligns with the
methodology recommended by the International Swaps and Derivatives Association (ISDA) for
derivatives. Members also discussed the need for a 1-year transition period for a spread adjustment for
consumer products, as highlighted by the consumer advocacy groups that had responded to the
consultation. Following the discussion, members agreed on recommending a spread adjustment
methodology based on a historical median over a five-year lookback period, with a 1-year transition
period for consumer products and that further technical details of the ARRC’s spread adjustments could
be determined in the coming months.

Co-Chairs of the Market Structure and Paced Transition working group provided an update on feedback
received through the swaptions consultation. The co-Chairs noted that while responses were generally
consistent, they would seek further feedback from market participants before finalizing any
recommendations.

The ARRC Chair opened a discussion about the ARRC’s 2020 objectives and members agreed to release
the document soon after the meeting. Members noted that the document should help demonstrate that
the ARRC remains focused on moving the transition forward.

The ARRC Chair asked members for further input on the recommended best practices that the
Committee has been developing to help guide the industry’s transition. Members discussed various
approaches for refining and releasing the recommended best practices given the challenging operating
environment stemming from the pandemic. The Chair noted that the ARRC should aim to finalize its
recommended best practices and monitor market conditions in order to consider appropriate
recommended timelines and to decide on an appropriate time for publishing the recommendations in
light of the current disruptions.

The Chair of the Accounting/Tax working group provided an overview of relief that the Financial
Accounting Standards Board (FASB) announced to help support the reference rate transition.

The Chair of the Business Loans working group provided an update on the group’s progress toward
developing a conventions matrix and refining the recommended hardwired fallback language for
syndicated loans.

That ARRC Chair closed the meeting by noting that the ARRC would conduct a webinar to provide an in-
depth overview of the proposal for New York State legislation and to encourage broader engagement on
the proposal.



https://www.fca.org.uk/news/statements/impact-coronavirus-firms-libor-transition-plans
https://newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Consultation_Responses.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Methodology.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Spread_Adjustment_Methodology.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_2020_Objectives.pdf
https://www.fasb.org/cs/Satellite?c=FASBContent_C&cid=1176174312301&pagename=FASB%2FFASBContent_C%2FNewsPage
https://onlinexperiences.com/Launch/Event/ShowKey=85952
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Proposed_Legislative_Solution.pdf
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*This meeting was held via conference call.



