Alternative Reference Rates Committee (ARRC)

Minutes for the August 11, 2021 Meeting

The ARRC Chair welcomed participants to the virtual meeting and reminded ARRC members of
Refinitiv’s prototype publication launch of the ARRC’s recommended spread adjustments and
spread adjusted rates for cash products. This prototype will include fallbacks based on the
CME’s SOFR term rates in a second iteration based on the ARRC’s July 26 recommendation of
the CME term rates.

The ARRC Chair noted to members that an ARRC workshop was held with various banks and
borrowers on July 29, with a wide range of banks indicating that they intended to offer several
different forms of SOFR in business loans. The LSTA then shared that they had developed a
draft Term SOFR concept credit agreement document which is currently being vetted by their
membership. The document should be finalized before the end of August and will be another
tool to help facilitate the usage of Term SOFR in the near term by market participants that are
interested in Term SOFR loans.

It was noted that the second phase of the MRAC’s SOFR First trading convention switches is
planned for cross-currency basis swaps between US dollar, Japanese Yen, sterling, and Swiss
franc LIBOR. The target date for the cross-currency swaps convention switch is September 21,
2021.

The Legal Working Group provided an update on the status of federal legislation and potential
legislation in other states, emphasizing the importance of a consistent approach to legislative
solutions. The Working Group requested volunteers for work on legislation for certain states
that the ARRC Legal working group had identified as key ones to approach.

Members continued the discussion of the fallback waterfall recommendations the ARRC plans
to make in connection with the NY legislation for 1-week and 2-month USD LIBOR.

Following the formal recommendation of the SOFR Term Rate, Federal Reserve Staff noted that
work was underway to update the ARRC’s FAQs to reflect the recommendation and scope of
use best practices. It was noted that this work included discussion related to the
recommendation that any use of SOFR term rate derivatives be limited to end-user facing
derivatives intended to hedge cash products that reference the SOFR Term Rate. Staff
summarized the Task Force’s discussion and FAQ document, noting that draft language would
be sent out for non-objections the following week.!

The ARRC Chair closed the meeting by thanking everyone and reminding everyone of the next
ARRC meeting to be held September 8t via Webex.

! Following the August 11, 2021 meeting, the ARRC published related FAQs about the use cases for how best to
employ the SOFR Term Rate.


https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210811-arrc-release-refinitiv-prototype-rate-launch
https://www.cftc.gov/media/6051/faq_SOFRFirstTransition060821/download
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Endorsement_of_MRAC.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Press_Release_Convention_Switch_Update.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/ARRC-faq.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Scope_of_Use.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC_Scope_of_Use.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/ARRC-Scope-of-Use-FAQ.pdf
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