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Topics discussed included
CME Group’s SOFR First for
Options, momentum towards
the Secured Overnight
Financing Rate (SOFR), results
from the latest sentiment
survey of ARRC members,
ARRC working group updates,
and work evaluating 12-month
Term SOFR.
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Members welcomed CME Group’s announcement regarding the launch of SOFR First for Options, an initiative aimed at accelerating
the growth of Secured Overnight Financing Rate (SOFR) options trading. This significant initiative is consistent with supervisory
guidance and the ARRC’s recommendation to cease entering into new LIBOR contracts immediately, as well as the Commodity Futures
Trading Commission Market Risk Advisory Committee’s SOFR First recommendation. In particular, SOFR First for Options builds on the
impressive growth already seen in SOFR futures and will help propel successful transition of the exchange-traded options market.

Overall, members noted that the transition away from LIBOR to SOFR has become well established, with the strong progress made
year-to-date holding firm as the year progresses.
» As shown in the charts below, activity data from cash and derivatives markets show that the strong uptick in momentum observed in
the first quarter of the year has held up over time. Specifically:
o Figure 2 shows that SOFR swaps have accounted for around 80 percent of interest rate risk traded in the outright linear
swaps market for the last three months.
o Figure 8 shows that SOFR futures volumes and open interest continue to increase relative to Eurodollar futures and the
overall STIR futures market.
* Anecdotal feedback also reflects sustained progress in the shift from LIBOR to SOFR. In the latest survey of ARRC members,
respondents noted the encouraging growth in SOFR futures and continued to characterize the LIBOR transition overall as
progressing smoothly or generally smoothly into 2022.

ARRC members continued to discuss best practice recommendations regarding contracts that reference ICE USD LIBOR swap rates,
which are not covered by federal legislation. ARRC members also discussed the operational work that will be needed to facilitate
effective and efficient communication of rate changes in LIBOR contracts following the June 30, 2023 end of LIBOR as a panel-based
rate.

The Term Rate Task Force provided an update on its work around the consideration of a recommendation of 12-month Term SOFR by
the ARRC. Similar to its process before formally recommending 1-, 3-, and 6-month CME Term SOFR in mid-2021, the ARRC has
conducted its evaluation of 12-month Term SOFR in a manner consistent with the principles and indicators it had established. Following
the Term Rate Task Force update, ARRC members unanimously voted to approve the ARRC’s endorsement of the CME 12-month Term
SOFR rate, recommending that this rate be used primarily for legacy LIBOR consumer products and trade and receivables finance.



https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2022/ARRC_CME_SOFR_Options_Announcement.pdf
https://www.cmegroup.com/articles/videos/2022/cme-first-for-options-webinar.html
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20201130b.htm
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20211013-arrc-press-release-supporting-a-smooth-exit-post-arrc
https://www.cftc.gov/PressRoom/PressReleases/8409-21
https://rules.house.gov/sites/democrats.rules.house.gov/files/BILLS-117HR2471SA-RCP-117-35.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Term_SOFR.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210420-arrc-press-release-term-rate
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210506-term-rate-indicators-press-release
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2022/ARRC_CME_12-Month_SOFR_Term_Rate.pdf
https://service.govdelivery.com/accounts/USFRBNYARRC/subscriber/new?topic_id=USFRBNYARRC_4
https://www.newyorkfed.org/arrc
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2022/arrc-meeting-agenda-may-18-2022
https://www.newyorkfed.org/arrc/meetings-events#meetingHead
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Figure 3: SOFR Linear Swaps Open Interest
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Figure 2: Daily Average Total OQutright Linear Swaps
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Figure 4: Monthly SOFR OTC Derivatives Volumes
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Figure 5: Cross-Currency Swaps
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Figure 6: Swaption Volumes
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Figure 7: Average Daily Notional SOFR Futures Volumes
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Figure 8: STIR Futures Average Daily Volumes

mmmm Other
mmmm Fed Funds
s Eurodollars,
mm SOFR

Trillion
=@ SOFR futures as % of ED futures (RHS)

Percent
4 100
I 80
60
40

$
8
7
6
5
4
3
2 20
1

0

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr
21 21 21 21 21 21 22 22 22 22

Source: Bloomberg

Figure 9: FRN Issuance by Reference Rate
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Figure 11: Syndicated Lending
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Figure 10: SOFR-indexed ARM Agency MBS
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