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LIBOR’S END IS ‘CERTAIN’
Welcome to our Newsletter. This is our fifteenth edition and it provides an update on the transition away from the London Interbank
Offered Rate (LIBOR) and other Interbank Offered Rates (IBORs). The key topics for this month are:

• FCA ANNOUNCES CESSATION DATES
• ISDA CONFIRMS A CESSATION EVENT
• SUPPORT FOR STERLING TRANSITION

• MORE ON THE FCA’S PROPOSED POWERS
• ARRC RESPONDS TO FCA’S ANNOUNCEMENT

• A CLOSER LOOK: HELP FOR STERLING SYNDICATED LOANS
Please contact your Relationship Team if you have any questions or queries on the contents.

FCA ANNOUNCES CESSATION DATES
The long-awaited formal announcement from the Financial Conduct Authority (FCA) on LIBOR cessation was made on 5 March 2021. It
confirmed that all LIBOR settings will either cease or may become unrepresentative at a specific point in the future. The dates referenced
were:
•

immediately after 31 December 2021, in the case of all sterling, euro, Swiss franc and Japanese yen settings, and the 1-week
and 2-month US dollar settings; and

•

immediately after 30 June 2023, in the case of the remaining US dollar settings .

As part of the Bank of England’s (BoE) reporting of the announcement. FCA CEO Nikhl Rati confirmed that there is now “certainty on
when the LIBOR panels will end”. Meanwhile, BoE Governor Andrew Bailey warned “with limited time remaining, my message to firms is
clear – act now and complete your transition by the end of 2021”.
Further details of the FCA announcement can be found here.

ISDA CONFIRMS A CESSATION EVENT
The International Swaps and Derivatives Association (ISDA) confirmed that the formal FCA announcement constituted an index cessation
event for all LIBOR settings on 5 March 2021. This means that the spread adjustments (also referred to as the 5-Year Historic Median
or 5YHM) published by Bloomberg are now fixed for all sterling, euro, Swiss franc, US dollar and Japanese yen LIBOR settings. A full l ist
of these spread adjustments is available here.
ISDA also provided supporting guidance on how fallbacks specified in the terms of the ISDA 2020 IBOR Fallbacks Protocol, the IBOR
Fallbacks Supplement and the 2006 ISDA Definitions Benchmarks Annex to the ISDA Benchmarks Supplement apply in relation to the
FCA announcement, together with an article describing the change and its wider implications for the derivatives markets.
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SUPPORT FOR STERLING TRANSITION
It is now clear that sterling LIBOR will no longer be representative and not be available immediately after 31 December. Nevertheless,
the Bank of England Working Group on Sterling Risk-Free Reference Rates (BoE WG) has set a more immediate interim milestone of 1 April, by which to stop using sterling LIBOR in new lending and linear derivatives (e.g. swaps) that mature after the
end of 2021.
To provide further assistance to all market participants to achieve these, and other, interim deadlines ahead of cessation, the BoE WG
published several papers in February. For the derivatives market, there is a paper entitled the “Path to ending new use of GBP LIBORliked derivatives”. Our “A closer look” section below provides more detail on the guidance that was published for the loan markets.

MORE ON THE FCA’S PROPOSED POWERS
As well as announcing the dates of LIBOR cessation, the FCA issued a statement of policy on how it intends to exercise some of its
proposed new powers under the benchmark regulation to be granted in the upcoming Financial Services Bill.
The FCA will consult on the requirement for the continued publication of a small number of LIBOR settings, including 1, 3 and 6-month
sterling LIBOR, on a non -representative, ‘synthetic’ basis. This is because they recognise that there are some existing LIBOR contracts
which are particularly difficult to amend, often known as ‘tough legacy’. This is however, not a way for market participants to transition to
risk-free rates; the FCA is very clear that the p ermitted use of any synthetic LIBOR rate is expected to be limited.
Furthermore, the FCA has emphasised that any synthetic LIBOR setting will not be deemed to be representative and therefore is not to
be used in new contracts. It is intended for use in tough legacy contracts only. A further FCA consultation will take place i n Q2 2021 to
determine which legacy contracts will be permitted to use synthetic LIBOR.

ARRC RESPONDS TO FCA’S ANNOUNCEMENT
The Alternative Reference Rates Committee (ARRC) in the US commended the announcements made by the FCA and the LIBOR
administrator ICE Benchmark Administration (IBA) (here) . In a separate statement, it confirmed that in its opinion the announcements
constitute a “Benchmark Transition Event” with respect to all US dollar LIBOR settings pursuant to the ARRC recommendations regarding
more robust fallback language for new issuances or originations of LIBOR floating rate notes, securiti zations, syndicated business loans,
and bilateral business loans.

A CLOSER LOOK: HELP FOR STERLING SYNDICATED LOANS
To help borrowers and lenders prepare the BoE WG has published a Best Practice Guide for GBP Loans with a supporting Q&A.
These are valuable resources as they provide a one stop shop for reference materials for anyone dealing with new sterling loans,
and the transition of both bilateral and syndicated legacy lending.
Until recently, due to the complexity involved, progress on syndicated lending has been relatively slow. However the BoE WG papers
describe the considerable work that has now been done to establish a set of market conventions for the secto r. Reference is made
to two compounding interest conventions – the cumulative compound rate and the non-cumulative compounded rate – both derive
exactly the same interest values with the latter a feature of the syndicated market where daily calculations an d allocations are required
as part of the agent’s settlement mechanics.
The work has also focused upon minimising the potential for friction caused by differences in practices and system s capability across
syndicate members. So, in addition to agreement on interest conventions noted above, guidance is provided on the appropriate roles
to be played by borrower, agent, lead/co -ordinating banks.
The BoE WG is clear that it is the responsibility of all market participants (arrangers, lending banks, institutio nal lenders, borrowers
and sponsors) to work together on new SONIA (Sterling Overnight Index Average) based or alternative rate facilities to meet the
upcoming deadline. The deadline applies equally to all lending in sterling, and includes the sterling component of a new/refinanced
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transition where the main drawn currency is not sterling, but where the client wishes to retain the option to draw in sterling or the
sterling leg of an international loan syndicate.
In relation to any operational challenges, the FCA has said that institutions unable to provide risk-free reference rate products will
have to accept that they cannot participate in syndicates , rather than trying to hold back others in the syndicate from moving away
from sterling LIBOR. The BoE WG has said the lending market should not be restrained by the progress of the slowest firms and
supervisors will take a keen interest and wish to be ad vised of any new, written sterling LIBOR lending (including re-financing) after
the end of Q1 2021.
Finally, the BoE WG roadmap emphasises that all legacy sterling LIBOR contracts expiring after end 2021 need to be actively
converted or have robust fallbacks in place before the end of September this year.

Cris Kinrade
IBOR Transition Programme
Lloyds Bank Commercial Banking

DISCLAIMER
This communication, its contents and any related communication (“this communication”) was prepared by Lloyds Bank (for the pu rposes
of this notice “Lloyds Bank” means Lloyds Banking Group plc, its subsidiaries and any of its group companies). This communication (1)
shall not be relied on in connection with or be construed as a contract or commitment and shall not form the basis of or be r elied on in
connection with any transaction, contract or communication whatsoever; (2) is for information purposes only and is not intend ed to form
and should not form the basis of any investment decision; (3) is not and may not be treated as investment research, a recommendation,
an opinion or advice of any kind (including without limitation legal, compliance, financial, accounting and/or taxation); (4) is subject to the
copyright of Lloyds Bank; (5) is based on current public information and is in summary form a nd, therefore, may not be complete; and
(6) may only be accessed by recipients lawfully entitled to do so. By receiving this communication, you agree to its contents and requirements.
Lloyds Bank has exercised reasonable care in its preparation, but no representation or warranty is made by Lloyds Bank, and i ts or their
directors, officers, employees, associates and agents (together the “Lloyds Bank Persons”) as to the accuracy, suitabil ity, fairness, adequacy, correctness or completeness of the information or opinions herein. In particular, no Lloyds Bank Person is, and none s hould be
considered to be, giving an accounting opinion or advice and you should conduct your own independent enq uiries and obtain independent
professional advice. Any transaction which you may enter into with Lloyds Bank will be on the basis that you have made your o wn
independent evaluations, without reliance on Lloyds Bank, and based on your own knowledge and expe rience and any professional
advice which you may have sought in relation to all aspects of the transaction including without limitation legal, compliance , financial,
accounting and/or taxation advice. You will not use this communication to the detriment of any Lloyds Bank Persons.
No Lloyds Bank Person is acting as a fiduciary in relation to you. Lloyds Bank Persons and their clients (i) may engage in tr ansactions in
a manner inconsistent with any statement or opinion in this communication; (ii) may trade as principal in securities and/or assets and/or
derivatives and/or any other financial products. Information may be available to Lloyds Bank Persons which is not reflected i n this communication. Lloyds Bank may have a perceived or actual conflict of interest in relation to the matters referred to in the communication.
Lloyds Bank has internal systems, controls and procedures to ensure that conflicts of interest are identified and appropriate ly managed.
This communication is current at the date of publication and the content is subject to change without notice. Information and opinions
herein have not been independently verified or reviewed, and Lloyds Bank is not obliged to update or correct this communicati on. This
communication may contain forward-looking statements or refer to future events or results not within the control of Lloyds Bank Persons.
No representation or warranty is made as to the correctness of any forward -looking statement or whether any such event or result will
occur. To the fullest extent permitted by applicable law and regulation, no Lloyds Bank Person accepts any responsibility for and shall
have no liability for any loss (including without limitation direct, indirect, consequential and loss of profit), damages, or for any liability to
a third party however arising in relation to this communication (including without limitation in relation to any projection, analysis, assumption and opinion in this communication). In no circumstances will any Lloyds Bank Persons be responsible for any costs, taxes or expenses incurred by any recipient in connection with any investigation of this communication or any subsequent transaction.
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No Lloyds Bank Person provides legal, compliance, financial, tax, professional, regulatory or accountin g advice. Accordingly, any statements contained in this communication on tax matters were neither written nor intended to be used, and cannot be used by any taxpayer,
for the purpose of avoiding tax penalties that may be imposed on such taxpayer.
Lloyds Bank Persons may participate in benchmarks in any one or more of the following capacities: as administrator, submitter or user.
Benchmarks may be referenced by Lloyds Bank Persons for internal purposes or products, services or transactions provided to or engaged in with you. More information is found in the Benchmark Transparency Statement on our website.
Lloyds Bank is a trading name of Lloyds Bank plc, Bank of Scotland plc and Lloyds Bank Corporate Markets plc. Lloyds Bank plc .
Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 2065. Bank of Scotland plc. Registered
Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. Registered offi ce
25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 10399850. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority under registration numbers 1 19278,
169628 and 763256 respectively.
Please seek independent financial and legal advice if you have any questions about any of the issues raised in this communication
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