Alternative Reference Rates Committee (ARRC)

Minutes for the April 14, 2021 Meeting

The ARRC chair welcomed participants to the virtual meeting, and mentioned plans for the next
SOFR Symposium.

It was noted that the CFTC’s MRAC Subcommittee on interest rate benchmark reform was
discussing steps it could take to increase liquidity and activity in the SOFR derivatives market.

The Legal working group marked the New York State’s LIBOR legislation as a key milestone and
noted that the legislation minimizes legal uncertainty as the financial system prepares for the
end of the most-used LIBOR tenors in June 2023. The working group gave an update on the
status of federal legislation and ARRC members expressed their support and highlighted the
need to pass prompt federal legislation in order to support a smooth transition away from
LIBOR for those contracts that do not have effective fallback provisions and are not covered by
the New York legislation. Working group members also noted the upcoming House Financial
Services Subcommittee hearing on LIBOR on April 15, 2021. Finally, working group members
gave an update on the status of potential legislation in other states, emphasizing the
importance of a consistent approach for all states.

Federal Reserve staff reviewed the decisions the ARRC had made thus far on its recommended
spread adjustments.® The ARRC discussed the fallback waterfall recommendations the ARRC
would need to make in connection with the NY legislation and the potential timing for such
recommendations. The ARRC discussed the timing of its recommendations for 1-week and 2-
month USD LIBOR fallbacks given that those rates will end as of this year and agreed that it
would issue recommendations for fallbacks for overnight, 1-, 3-, and 6-month USD LIBOR not
later than June 30, 2022.

The ARRC Chair then asked members who recused themselves from the Term Rate RFP work to
drop off the line. The chair began a discussion on the key principles? to guide the ARRC in its
consideration of a potential forward-looking SOFR term rate recommendation. The principles
were approved by the ARRC without objection. Guided by the principles, the discussion then
turned toward articulating the market indicators the ARRC will consider in recommending a
forward-looking SOFR term rate.

The ARRC Chair closed the meeting by thanking everyone, noted an invite would be sent for a
follow up meeting to continue the term rate discussion, and reminded everyone of the next
regularly-scheduled ARRC meeting to be held on May 19t via Webex.

! For derivatives and non-consumer cash products the ARRC recommended long-run spread adjustment matches
the value of ISDA’s spread adjustments to US dollar LIBOR. The recommendation for consumer products also
matches the ISDA value but includes a 1-year transition period.

2 Following the April 14, 2021 ARRC meeting, the ARRC released its key principles.



https://financialservices.house.gov/calendar/eventsingle.aspx?EventID=407534
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Recommendation_Spread_Adjustments_Cash_Products_Press_Release.pdf
https://www.newyorkfed.org/medialibrary/microsites/arrc/files/2021/arrc-meeting-minutes-20210318
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210420-term-rate-key-principles

In a follow-up call on April 28, 2021, ARRC members who had not recused themselves from the
Term Rate RFP work continued discussion on the potential market indicators that would allow
the ARRC to recommend a forward-looking SOFR term rate. In this context, they discussed the
previous communications the group published on a SOFR forward-looking term rate, including
the Paced Transition Plan, the ARRC’s User’s Guide to SOFR, and the principles the ARRC
approved a its April 14, 2021 meeting that would guide the development of the market
indicators. The ARRC members provided feedback on the indicators that were subsequently
incorporated. The ARRC approved the indicators inclusive of that feedback, and the ARRC chair
closed the meeting by noting that the indicators would be released soon.3

3 Following the April 14, 2021 ARRC meeting, the ARRC released its market indicators.


https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/SOFR_Term_Rates_RFP.pdf
https://www.newyorkfed.org/arrc/sofr-transition#pacedtransition
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/users-guide-to-sofr2021-update.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210506-term-rate-indicators-press-release
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