Alternative Reference Rates Committee (ARRC)

Minutes for the January 10, 2022 Meeting

The ARRC Chair welcomed participants to the virtual meeting and introduced John Williams, the
President of the Federal Reserve Bank of New York, who delivered remarks thanking the
committee for their work in facilitating a smooth transition from LIBOR and highlighting the
positive momentum going into 2022. President Williams notedthat overthe coming year, the
ARRC can continue to play a keyrole in monitoring progress in the transition away from LIBOR
to robust reference rates, and in ensuring industry preparedness for the end of LIBOR
publication in mid-2023.

Next, the Chair noted that the Financial Stability Oversight Council (FSOC) received an update
from staff of the Federal Reserve on the transition from LIBOR at its December 17th meeting.
Discussion among the FSOC members acknowledged the positive progress made in the LIBOR
transition heading into year end, underscored the importance of transitioning to more durable
rates, such as SOFR, and highlighted the importance of adopting federal legislation to support
the transition of legacy contracts. The Chair highlighted commentsfrom FSOC Principals that
commendedthe ARRC for its efforts to facilitate this progress.

The Legal Working Group then provided an update on the status of proposed federal
legislation. It was noted that the House of Representatives passed H.R. 4616, the Adjustable
Interest Rate (LIBOR) Act in December 2021 and the bill is now with the Senate Committee on
Banking, Housing, and Urban Affairs. The working group noted that the Senate committee
members are actively engaged in reviewing the bill. The discussion on federallegislation was
followed by an update on state legislation. A number of states are in varying stages of
considering a LIBOR legislation similar to the legislation passed by New York and Alabama in
2021. Memberswere encouraged to reach out to state organizations that they had
relationships with to increase awareness and emphasize that legislation addressing the
transition of tough legacy LIBOR contracts was of importance. It was emphasized that both
federal and state legislative efforts are parallel workstreams as passage of a federal legislative
solution is not guaranteed.

The Tax/Accounting Working Group noted that the Internal Revenue Service (IRS) had
published final IBOR regulations in the Federal Register. The IRS’s final regulations discuss the
ARRC’s work, including participation by ex officio membersthat include the Treasury
Department, and the ARRC’s development of recommended fallback language for inclusion in
the terms of certain cash products, such as syndicated loans and securitizations. The IRS noted
that in October 2020, the Treasury Department and the IRS released Rev. Proc. 2020-44, 2020-
45 1.R.B. 991, in advance of finalizing the proposed regulations to support the adoption of the
ARRC’s recommended fallback provisions and the ISDA 2020 IBOR Fallbacks Protocol. The final
regulations authorize the ARRC to determine what should be a “qualified rate” to replace an
IBOR so long as the Federal Reserve Bank of New York continues to be an ex officio member of


https://home.treasury.gov/news/press-releases/jy0543
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the ARRC. Last, the Treasury Departmentand IRS projected that the final regulations, “by
implementing the regulatory provisions requested by ARRC and taxpayers, will help facilitate
the economy’s adaptation to the cessation of LIBOR in a least-cost manner.”

Next, the Regulatory Working Group Chairs provided an update on the work of the group which
included the submission of a letter by ARRC members requesting an extension and related
modifications to no-action relief issued by the U.S. Commodity Futures Trading Commission
(CFTC). In particular, the ARRC had requested certain CFTC letters relating to the LIBOR
transition be extended, considering many USD LIBOR settings will continue to be published until
June 30, 2023. The CFTC issued revised no-action letters to swap dealers and other market
participants on December22, 2021. The letters provided relief particularly to older, legacy
swaps and contained conditions for counterparties to qualify for relief.

ARRC members discussed progress on the transition in non-US dollar and US dollar cash and
derivatives markets over year-end, indicating that the milestone year-end transition from LIBOR
wentsmoothly. Members described continued and accelerated progress in the transition to the
Secured Overnight Financing Rate (SOFR) across cash and derivatives markets ahead of the

2021 year-end milestone and into the start of the new year (see Appendix A for charts). In Q4
2021, SOFR swap volumes more than doubled relative to the volume of SOFR swaps traded
during the first three quarters of 2021. It was noted that, the amount of SOFR risk traded in the
swaps market had surpassed LIBOR in January and now represented the majority of risk traded.
SOFR futures also continue to see progress with SOFR futures volumes rising to about 25
percent of Eurodollar futures volume compared to only 2 percenta year ago. In option markets,
participants indicated that there was a baseline level of streaming liquidity in SOFR options.
Issuance activity of SOFR-linked loans increased in December 2021 with participants generally
noting a strong pipeline ahead. However, some members pointed out that, despite the progress
in SOFR futurestrading volumes, LIBOR trading remained the majority of futures volumes and
that further progress was neededto ensure that futures markets reflected the shift in swaps
and loan markets. To close the discussion, ARRC memberswere reminded that they will be sent
the sentimentsurvey for another round of feedback shortly.

The ARRC Chair ended the meeting by thanking everyone and reminding everyone of the next
ARRC meeting to be held February 16t via Webex.
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Appendix A
LIBOR Transition Update
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Non-linear Derivatives
Figure 7: Swaption Volumes
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Exchange-traded Derivatives

Figure 8: SOFR Futures Open Interest as a Proportion of Figure 9: Average Daily Notional SOFR Futures Volumes
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Figure 10: FRN Issuance by Reference Rate Figure 11: SOFR FRN Issuance by Issuer Type
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Figure 12: LIBOR FRN Issuance by Issuer Type
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Figure 13: SOFR-indexed ARM Agency MBS Issuance
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