Minutes of the Canadian Alternative Reference Rate Working Group

Virtual, 29 March 2021, 11:30 a.m. to 1:30 p.m.

1. Update from UK National Working Group

Representatives from the UK National Working Group (UKNWG) updated CARR on recent
progress in the UK in transitioning away from GBP LIBOR and discussed the challenges and
lessons the working group has learned in coordinating the transition away from LIBOR.

The representatives noted and discussed the UK FCA’s March announcement confirming the end
of LIBOR, including the FCA’s intention to consult on creating a “synthetic” version of GBP
and JPY LIBOR, and that it will continue to consider the case for developing a similar rate for
USD LIBOR.

The representatives highlighted LIBOR’s clear deficiencies as an interest benchmark and the
need to move away from it. They discussed difficulties in improving the liquidity of products
linked to risk-free rates and in addressing tough legacy contracts. The representatives discussed
the importance of developing market conventions for financial products referencing risk-free
rates to facilitate their usage. It was noted that credit sensitive rates are seen as less necessary for
the UK, as banks there are already accustomed to loans based on the Bank of England’s bank
rate.

2. International update

Members discussed the US ARRC’s March announcement that a term SOFR would not be
recommended by mid-2021, and perhaps not by the end of 2021. Members noted that the ARRC
has urged market participants not to wait for a forward-looking term rate for new contracts.

Members noted the development of credit sensitive rates in other jurisdictions, such as the
Bloomberg Short-Term Bank Yield Index (BSBY) and the IBA Bank Yield Index.

Members also discussed the New York State’s “legislative solution” for tough legacy contracts,
which was passed by the New York legislature and was awaiting to be signed into law.

3. Transition Subgroup

The subgroup noted their recent progress. Members discussed the re-write of CARR’s
recommended CDOR FRN fallbacks. A final draft was nearly drafted, with approval for
publication to be sought at CARR’s next meeting.

CARR members discussed the results of its surveys on exposures to LIBOR written under
Canadian law. Given the size of these exposures, CARR members agreed that there was no need
[for CARR] to recommend that a [potential] legislative solution should be pursued in Canada.

Members discussed issues associated with developing recommended market conventions for
CORRA FRNE.


https://www.fca.org.uk/news/press-releases/announcements-end-libor
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/arrc-press-release-term-rate-for-publication#:~:text=About%20the%20ARRC&text=The%20ARRC%20accomplished%20its%20first,to%20encourage%20adoption%20of%20SOFR.
https://www.bloomberg.com/quote/BSBY3M:IND
https://www.theice.com/iba/bank-yield-index

4. Credit Sensitive Subgroup

The workstreams established for this subgroup have now all begun their work. The Market and
Scope Workstream has drafted a survey on BA and CDOR exposures, while the CDOR
Submission Workstream said it will soon circulate a survey to CDOR submitting banks on their
internal submission processes. Finally, the Bankers Acceptance Workstream noted it is seeking
broad input from different types of firms involved with CDOR (including borrowers, banks, and
investors).

5. Other items

The next CARR meeting will take place on 26 April 2021 by video conference.
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