Alternative Reference Rates Committee (ARRC)
Minutes for the January 22, 2020 Meeting

The ARRC Chair opened the meeting by relaying a message from Federal Reserve staff that nothing had
changed about the ARRC or its objectives in response to recent news reports. The Chair noted that with
less than two years before LIBOR is no longer guaranteed, it was important that market participants not
slow their transition efforts. He noted that SOFR remains a robust, IOSCO-compliant alternative to U.S.
dollar (USD) LIBOR that can be used across derivatives and cash products

The ARRC Chair then provided an administrative update, noting that the Federal Reserve works to
ensure that a wide range of views from all parts of the market are being represented on the ARRC as the
Committee executes on its mandate to develop transition recommendations and that the ARRC is
adding even further to its existing diversity with new Members. The Chair reinforced that the ARRC,
through its membership and working groups, will continue to engage with firms that include a wide
range of consumer, corporate, and retail participants affected by the transition, including additional
regional firms and banks, non-financial corporates, and others.

A Co-Chair of the Legal working group noted that the group had engaged with the New York Governor’s
Office on proposed legislation to help address the likely negative impact on consumers and other
market participants that are parties to certain legacy LIBOR-linked contracts. Members discussed the
need for legislative affairs experts that could help educate New York State authorities about the
background and substance of the ARRC’s proposed legislation. Members supported the Legal working
group’s plan to identify potential legislative affairs experts that could serve in that role.

The ARRC Chair noted that the significant momentum behind the LIBOR transition in the U.K. has helped
demonstrate that when sufficient levels of liquidity develop in markets linked to overnight risk-free rates
(RFRs), market participants are able to smoothly transition. Noting recent priorities set by the Sterling
Risk-Free Rates Working Group, the Chair requested that Members help develop specific
recommendations and proposed timelines that the ARRC can consider recommending to encourage
more robust efforts toward a faster transition from USD LIBOR and broader voluntary adoption of SOFR.

The Co-Chairs of the Outreach/Communications working group provided an update on the group’s work
to potentially engage an external communications firm that could support the ARRC's efforts to
emphasize the need to transition and better educate consumers and other market participants about
the end of LIBOR and the ARRC’s transition recommendations. Members discussed the benefits of
engaging an external firm and the potential to further refine the scope of work.

The Co-Chairs of the Operations/Infrastructure working group provided an overview of a buy-side
checklist and vendor survey, which were developed by the group and released to the public on January
31. The checklist consists of steps that owners of USD LIBOR-linked assets can take to prepare for the
transition to SOFR. The vendor survey is intended to help software and technology providers identify
and address the operational challenges that are part of the transition to SOFR.

A Co-Chair of the Business Loans working group noted that the working group is focusing on how the
market might implement methodologies to calculate interest for loans and on developing recommended
conventions for the syndicated loan market. The Co-Chair noted that a recently conducted survey of the


https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/Vendor_Survey_and_Checklist_Press_Release.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Buy_Side_Checklist.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Vendor_Questionnaire.pdf

working group’s participants found that a variety of interest methodologies might be appropriate in
different circumstances in line with the diversity of loans in the market, and that in particular, the
working group will consider recommended conventions for bilateral loan markets that might differ in
some areas from the recommendations for syndicated loans.

Federal Reserve staff noted that the ARRC’s consultation on spread adjustment methodologies had been
released and noted that ARRC Members should encourage all market participants to respond and
provide their input to inform the ARRC’s work in developing spread adjustment recommendations.

A Co-Chair of the Market Structure and Paced Transition Working Group provided an overview of a
consultation developed by the group to help assesses whether the ARRC should recommend a
compensation methodology for USD LIBOR-linked swaptions that could be affected by the discounting
change for cleared derivatives from the effective federal funds rate to SOFR that is expected to occur on
October 16, 2020. The ARRC subsequently released the consultation.

Federal Reserve staff noted that the ARRC would soon release its final recommendations for new
interdealer cross-currency basis swaps that use SOFR and RFRs recommended by National Working
Groups in other jurisdictions.



https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Spread_Adjustment.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Swaptions_Consultation.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_Cross-Currency_Conventions.pdf
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