Alternative Reference Rates Committee (ARRC)

Minutes for the September 26, 2023 Meeting

The ARRC Chair welcomed participants to the virtual meeting and kicked-off by introducing
a discussion on overall transition-related progress and issues observed in the market in the
months following the cessation of representative LIBOR on June 30. ARRC members broadly
characterized the passage and aftermath of the LIBOR transition milestone as smooth and
uneventful. In particular, in regard to the loan market, staff from the Loan Syndications and
Trading Association (LSTA) noted that the USD LIBOR transition has been largely completed
in both the leveraged loan and CLO markets following numerous LIBOR fallback
amendments executed in June and several add-on amendments completed in the following
months. The LSTA highlighted, however, that while a loan or CLO may currently reference
SOFR, the contracts may not start making payments based on SOFR until the next interest
rate reset period. In terms of operational considerations, the LSTA suggests that agent
banks ensure that their rate reset notices separate the credit spread adjustment (CSA),
margin, and all-in rate from the reference rate in order to provide lenders increased
visibility into each interest rate component and comply with managed portfolio (such as
CLO) indentures. (Appendix A)

The Operations/Infrastructure Working Group then provided an update on usage of the
DTCC LIBOR Replacement Index Communication Tool aimed at facilitating effective and
efficient communication of rate changes in LIBOR contracts. As of September, more than
126 thousand notifications had been received by the tool. (Appendix B) Usage of the
tool across issuers, agents, trustees, and market data providers has reportedly been
smooth. It was noted that a majority of securities have now had their last LIBOR-linked
coupons, with coupon resets to alternative reference rates such as SOFR having largely
occurred throughout August and September.

Next, the Regulatory Issues Working Group provided an update on their engagement with
the CFTC regarding the request for Pre-Trade Mid Mark relief currently afforded to certain
swaps referencing USD LIBOR to be extended to the swap market’s predominant reference
rate, SOFR OIS. They indicated that the ARRC position request letter had been formally filed
with the CFTC and was currently under review.

In the final segment, the ARRC discussed a draft of its closing report which is intended to
provide an overview of its final reflections on the transition from LIBOR. The ARRC Chair
ended the meeting by requesting members to review the September 26 Meeting Readout,
which was subsequently published, and to provide feedback on the draft ARRC closing



https://www.dtcc.com/settlement-and-asset-services/issuer-services/libor-transition
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/ARRC-Readout-September-2023-Meeting.pdf
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2023/ARRC-Readout-September-2023-Meeting.pdf

report. The ARRC Chair thanked the members and noted that the next ARRC meeting will be
held in-person later this Fall.
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LIBOR Transition: Status as of Sept 2023
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Source: LevFin Insights, a Fitch Solutions company
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USD LIBOR transition has been largely
completed in the US BSL Leveraged Loan and
CLO markets.

LevFin Insights publicly tracked a flurry of
“LIBOR Fallback” amendments in June 2023,
and several clean-up amendments were
executed in July and August.

J.P. Morgan tracks reference rate language. As
of the end of August, 76% of the loans in the
J.P. Morgan Leveraged Loan Index referenced
SOFR and 99% of CLO floating rate liabilities
referenced SOFR.

It is important to understand that while a loan
or CLO liability may already reference SOFR,
they may not start paying SOFR until the next
interest period begins.




LIBOR Transition: Operational Suggestions for Business
Loans

* |deally, agents should help lenders have visibility into each interest rate component by utilizing the

individual fields in their interest rate and rollover notices to separately depict:
1. Reference Rate (SOFR)
2. CSA
3. Margin
4. All-in-Rate

* In a SOFR reference rate environment, many managed portfolios’ indentures require that the
Weighted-Average-Spread tests separately depict Reference Rate (SOFR) / CSA / Margin / All-in-Rate.

* If agent banks have not configured their notices to separate the CSA from the reference rate (or state
explicitly that the CSA is 0.00 and then incorporate it into the reference rate value), it has been
necessary to manually review the portfolios each month to separate the two rates to generate CLO
compliance reports.




Appendix B ARRC

LIBOR Tool Metrics

Securities Submitted by Month
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September to date has seen the lowest
number of submissions, 25 as of the
13th.

Largest number of submissions have
been from issuers where Fannie Mae
and Freddie Mac accounted for 55.3%
and 41.8% of the total Issuer
submissions, respectively.

In terms of the benchmarks submitted to
the tool, majority was Term SOFR with
71%, followed by other SOFR Based
ARRs (e.g., SOFR 30,90,180) with 28%.

Submitter Type Term SOFR SO;RRIE:sed Other ARR** % of Total

Issuer 49,033 33,840
Trustee 18,821 424
Other 11,373 1,247
Calculation Agent 7,426 226
Paying Agent 1,751 22
Determining Person 773 13

Grand Total 89,177 35,772

83,771 66.2%

209 19,454 15.4%
6 12,626 10.0%
344 7,996 6.3%
61 1,834 1.5%
12 798 0.6%

1,530 126,479 100.0%

*SOFR Based ARRs include SOFR 30, SOFR 90, SOFR 180, SOFR Spread-Adjusted ISR 5Y, SOFR Spread-Adjusted ISR 10Y, and SOFR Spread-Adjusted ISR 30Y

**QOther ARR also includes submissions where Fallback Rate Index value is blank





