
DISCONTINUATION OF  
LIBOR ANNOUNCED

On March 5th, 2021 a series of announcements by the UK Financial Conduct Authority (FCA), 
the ICE Benchmark Administration (IBA), the International Swap and Derivative Association 
(ISDA), and Bloomberg provided confirmation around the timing of the LIBOR transition. 

WHAT WAS ANNOUNCED?

IBA had announced late last year that it intended to publish LIBOR until June 30, 2023, but the final decision 
was delayed pending the results of a consultation with the market. After reviewing the consultation, IBA has 
determined that it will continue to publish one-month LIBOR, as well as some other tenors, until June 30, 2023.

The FCA simultaneously announced that it will no longer require panel banks to submit LIBOR settings 
after June 30, 2023 and that LIBOR will officially no longer be viewed as representative after June 30, 
2023.

ISDA issued a statement that this announcement by the FCA “constitutes an index cessation 
event.” This locks in the spread adjustment for derivatives governed by the IBOR Fallback 
Supplement and the ISDA 2020 IBOR Fallbacks Protocol when they transition from 
LIBOR to SOFR in 2023. Bloomberg subsequently published the now definitive spread 
adjustment levels, which for one-month LIBOR is set at 11.448 basis points.

The FCA further announced that it may allow for a synthetic LIBOR to be 
published (essentially SOFR plus a spread) after June 30, 2023 to provide 
a settlement level for tough legacy contract, but details of this calculation 
will be determined in the future.

The Fed had previously stated that it would “encourage banks 
to cease entering into new contract that use USD LIBOR as 
a reference rate as soon as practical and in any event 
by December 31,20210.”  The aforementioned 
announcements likely reaffirm that expectation  
by the Fed.
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As always, please reach out to your CBRE or Chatham contacts with 
questions or for more information.

WHAT DOES THIS MEAN?

The regulators have given a definitive date, after which one-month LIBOR will not be published, and where 
regulators will no longer look at LIBOR as a representative index. Depending on how your loan agreement is 
written, this may provide a definitive date for which your LIBOR based loan agreement will transition from LIBOR to 
a new index. Likewise, for those LIBOR derivatives executed after January 25, of 2021 or those executed previously 
where you adopted the new ISDA fallback language, the transition date and spread adjustment are now set. This 
provides more certainty around the LIBOR transition timeline.

It should be noted that the fallback language in LIBOR-indexed Fannie Mae SARM and Freddie Mac ARM floating-
rate loans both give discretion to the Agencies on the timing and methodology of transitioning their loans and, 
similarly, the required interest rate caps for these loans are not directly governed by ISDA. This announcement does 
not explicitly impact these instruments, and we will continue to update our clients as we better understand how they 
intend to proceed.

Financial institutions regulated by the banking agencies will not be able to write new LIBOR loans after December 
31, 2021. They have been instructed to stop writing LIBOR transactions “as soon as possible.”
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