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The GFC & LIBOR rigging scandal exposed 2 issues

1. Risks of manipulation 

~тл҈ ƻŦ ǉǳƻǘŜǎ ōŀǎŜŘ ƻƴ άŜȄǇŜǊǘ ƧǳŘƎƳŜƴǘέ

2. Insufficient volumes of underlying transactions 

in the post-crisis environment

Less than of daily interbank loans 

support a market

=



How to solve this ?

Principles of the reforms

Reform IBOR indices by making them transaction-based

Identify Alternative Reference Rates (ARR)

Å Transparent & robust

Å Transaction-based 

Å tǊŜŦŜǊŜƴŎŜ ŦƻǊ hL{Σ άŎǊŜŘƛǘ-Ǌƛǎƪ ŦǊŜŜέ ōŜƴŎƘƳŀǊƪǎ όwCwǎύ

Facilitate the adoption of ARRs in place of IBOR indices

Å Promote a market-led transition

Å 9ƴŎƻǳǊŀƎŜ ǘƘŜ ŘƛǎŎƻƴǘƛƴǳŀǘƛƻƴ ƻŦ ŘŜŦŜŎǘƛǾŜ ƛƴŘƛŎŜǎ όL.hwǎΣ ¢hL{Σ 9hbL!Χύ

Å Develop transition mechanisms 



Key challenges going forward 

1. Achieving widespread adoption of RFRs across 

Markets & Business Lines 

2. Are RFR forward-looking term rates required ?

3. Managing the back-book of LIBOR-referencing 

contracts : fallbacks & basis risks



How do we transition to a world without LIBOR?

Availability of 
RFR yield 

curves 
& consistent 

valuation practices 

Forward-looking 
Term rates 

Liquid hedging 
instruments
(Futures, Swaps, 

Basis Swaps, 
Options)

Collateral 
re-papering 

& 
Price Alignment 

Interest (PAI)

Clear 
Accounting,
Taxation &
Regulatory
treatment

Full adoption in 
Cash Markets
(new issuances 

& contract 
amendments)



SOFR: the new kid on the block 

SOFR FRN issuances to date

Source: Bloomberg & CME


