Alternative Reference Rates Committee (ARRC)

Minutes for the May 25, 2023 Meeting

The ARRC Chair welcomed participants to the virtual meeting. Federal Reserve staff then
provided an overview of the USD LIBOR transition, using the charts provided in the May 25
Meeting Readout. Staff indicated that the transition away from LIBOR to SOFR continues to
progress strongly into 2023, with SOFR as the predominant rate across both cash and
derivatives markets. Staff also provided an overview of the latest results of the sentiment
survey of ARRC members (see Appendix A for summary slide), where respondents
continued to characterize the LIBOR transition overall as progressing “smoothly” or
“generally smoothly”. Some survey respondents highlighted the need for acceleration of
syndicated leveraged loan remediation efforts. Representatives from the Loans Syndications
& Trading Association (LSTA) noted that there has been recent progress on this front, with
loan amendment activity continuing to accelerate since March. Nonetheless, ARRC
members agreed that further progress in remediating leveraged loans is still needed ahead
of June 30.

Next, LCH gave an update on their successful conversions of LCH-cleared USD LIBOR swaps
on April 22 and May 20. Further details of the conditions and for the intra-day conversion
process applicable after the conversion second event on May 20 are available to LCH
customers in “Operational Considerations” materials available at LCH’s Knowledge Centre.
ARRC members congratulated both LCH and CME Group for achieving a major transition
milestone with the successful completion of their cleared USD LIBOR swap conversion
events. Following CME Group’s conversion of LIBOR futures on April 14, SOFR reached an
all-time high share of total USD derivatives DVO1 risk traded in April, as reported by Clarus.

ARRC members then discussed the state of preparation for June 30 and noted that, while
market participants are largely prepared, it was important that they:

e Continue to communicate rate changes for securities with CUSIPs using DTCC’s LIBOR
Replacement Index Communication Tool.

e Continue to remediate LIBOR loans and ensure that borrowers and lenders are actively
and cooperatively involved in doing so.

e Be sure they understand their fallbacks, particularly for end users with both derivative
positions (which will fall back to compound overnight SOFR under the ISDA protocol or,
if governed by U.S. law, under the LIBOR Act) and cash product positions (which will fall
back to CME Term SOFR or averages of SOFR set in advance in most cases), and any
steps needed to adapt them as well as any time limits on regulatory relief for amending
derivatives.



https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/ARRC-Readout-May-2023-Meeting.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/ARRC-Readout-May-2023-Meeting.pdf
https://clearingservices.lch.com/portal/knowledgereg/register
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/background-dtcc-enhanced-lens-vf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/background-dtcc-enhanced-lens-vf

e Understand fallbacks for contracts referencing ICE USD LIBOR Swap Rates, which are not
covered by the LIBOR Act and may be forced to rely on dealer polling.

The Operations/Infrastructure Working Group provided an update on its work on the DTCC
LIBOR Replacement Index Communication Tool aimed at facilitating effective and efficient
communication of rate changes in LIBOR contracts following June 30, 2023. For U.S.-issued
securities, the ARRC recommends that all determining persons, agents, and other parties
responsible for disseminating information use this system for communicating
rate/conforming changes.! Additionally, the ARRC hosted a webinar on May 24 titled “Using
the DTCC LIBOR Replacement Index Communication Tool to Support the Transition Away
from USD LIBOR." The purpose of the webinar was to encourage additional use of the tool,
with webinar participants also noting the importance for all issuers, agents, trustees, or
other submitting persons to use the Communication Tool so that investors can be informed
of the rate changes that will occur in LIBOR securities. (A recording of the webinar can be
found here and presentation slides here.) In terms of usage of the tool thus far, it was
estimated that information on roughly 2/3 of outstanding CUSIPs have been entered in the
Communication Tool, but that a remaining 1/3 of CUSIPs still needed to have rate-change
information entered.

Next, the Regulatory Issues Working Group provided an update on their engagement with
the CFTC regarding pre-trade mid-mark obligations for SOFR Swaps and regulatory
transaction reporting required in relation to the cessation of the USD LIBOR panel on June
30, 2023. The Working Group Chair indicated that the ARRC’s finalized letter on reporting
relief would likely be submitted to the CFTC during the week of June 5.

The ARRC Chair ended the meeting by requesting members to review and finalize the May
25 Meeting Readout as well as the ARRC Statement on the Last 30 Days before U.S. Dollar
LIBOR Panels End. The ARRC Chair then thanked the members and noted that the next ARRC
meeting will be held on June 22",

1 For reference, DTCC offers a centralized LIBOR transition site that houses documents on how to use the new tool,
FAQ’s, and additional LIBOR transition background information.



https://www.dtcc.com/settlement-and-asset-services/issuer-services/libor-transition
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https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/ARRC-Announcement-051923.pdf
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*This meeting was held via WebEx; asterisk indicates participation by dial-in.



ARRC Sentiment Su rvey - Responses Overview For discussion purposes only

Overall:
The LIBOR Transition is
progressing:

a) Smooth

Responses May 2023

(11 responses)

Generally smooth,

working through some a: 54.5%
. (0)

obstacles b: 45.5%
0 (0)

Significant obstacles C: 0%

Key Messages:

e OQverall, continued positive momentum - 100% of respondents indicated the transition overall is progressing
smoothly or generally smoothly.

* Remaining areas of focus continue to narrow.

Areas Highlighted by Respondents:
* ARRC members noted the following areas of focus:

 The need for accelerated remediation efforts, particularly of syndicated loans and associated hedges
e Use of the DTCC’s LIBOR Replacement Index Communication Tool

* Transition efforts in respect of USD LIBOR ICE Swap Rate

* The application of synthetic LIBOR





