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LIBOR TRANSITION: WHAT BOARDS NEED TO
KNOW AND DO IN THE FINAL 18 MONTHS



LONDON INTERBANK LENDING IS FALLING OFF…

2Image Credit: Alexandra Scaggs, “Libor Could Still Haunt Preferred-Share Investors,” Barron’s, January 11, 2019.



It affects – directly or indirectly – virtually every asset class and 
financial instrument:

 Bonds – corporate, municipal
 Loans – leveraged, syndicated
 Floating rate notes
 Derivatives – exchange-traded, OTC
 Asset-backed securities/structured products – RMBS, 

CMBS, CDOs
 Preferred securities
 Structured securities
 Business development companies (BDCs)
 Real estate investment trusts (REITs)
 Private funds
 Interval funds
 ETFs and mutual funds

WHY DOES LIBOR TRANSITION MATTER?
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SOFR VS. LIBOR
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 ARRC recommends SOFR
 ARRC fallback language for new contracts
 ISDA 2020 IBOR Fallbacks Protocol
 State “tough legacy” legislation

 New York
 Other states

 Term SOFR
 “SOFR First”
 Credit sensitive rates
 December 31, 2021!

WHAT HAS BEEN COMPLETED SO FAR?
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LIBOR: DEAD OR ALIVE?

6



SOFR VS. LIBOR

7Source: ISDA, “TRANSITION TO RFRs REVIEW: Full Year 2021 and the Fourth Quarter of 2021,” January 2022.



WHAT’S NEXT?

 June 30, 2023!
 Federal legislation?
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WHAT TO LOOK FOR

 Things that should be completed:
 Inventory
 Engagement – counterparties and 

service providers 
 Amendments (where feasible) and ISDA 

protocol
 Operations updates – systems, models
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WHAT TO LOOK FOR

 Things that should be in progress:
 Operationalizing effects of fallbacks, 

amendments and legislation
 Mitigation
 Disclosures
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 Areas of particular concern:
 Structured products
 Cross-border instruments
 Portfolio modeling and valuation
 Fund performance benchmarks

KEY ISSUES FOR MUTUAL FUND DIRECTORS
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