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On Monday, November 30, a series of announcements indicated a likely delay in LIBOR 
discontinuation that could mean a reduction in the number of pre-existing LIBOR loans, 
caps, and swaps that need to be transitioned to a new index. 

ICE Benchmark Association (IBA), the administrator of LIBOR, released a statement 
announcing it would begin a consultation on extending the publication of one- and three-
month LIBOR to June 30, 2023, rather than December 31, 2021, as previously planned 
(the announcement had implications for other tenors of LIBOR less common to commercial 
real estate borrowers). Simultaneously, a number of regulators and trade groups, including 
the Federal Reserve Board, Federal Conduct Authority (FCA) of the UK, ISDA, and ARRC, 
issued statements effectively supporting the IBA announcement, with the Fed stating further 
that “the agencies encourage banks to cease entering into new contracts that use USD 
LIBOR as a reference rate as soon as practicable and in any event by December 31, 2021, 
in order to facilitate an orderly—and safe and sound— LIBOR transition.”

IS THIS DEFINITIVE? 

If we have learned anything from the LIBOR transition process, nothing is definitive until 
it is done. The IBA still needs to conduct its consultation process and needs either 
the support of the banks that submit LIBOR to continue to submit into 2023 or 
an alternative method to calculate LIBOR. However, the widespread support 
from the regulators and key market participants suggests that the plan is 
very likely to move forward. IBA indicated that the consultation will 
be concluded by the end of January 2021, so we should have 
closure on this soon.
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WHY DID THE REGULATORS CHOOSE THIS NEW APPROACH? 

It was important to the regulators to continue the transition process in 2020. And by insisting that no new 
originations be indexed to LIBOR by the end of 2021, they will make significant progress toward this goal. 
However, allowing legacy contracts to have an extra 18 months of runway accomplishes two things: 1) a significant 
percentage of the existing contracts tied to LIBOR will mature prior to this date so they will not need to be converted 
to a new index; and 2) there will be more time to determine conversion mechanics of legacy contracts that mature 
beyond this date.

WILL AGENCY LOANS BE IMPACTED? 

At this point, all Agency floaters are already being quoted over SOFR, and the Agencies do not intend to purchase 
any loans tied to LIBOR after December 31, 2020. The market had expected that they would begin to transition 
their legacy loans to LIBOR some time in 2021. We will need to see if this announcement delays that transition, 
but for the time being borrowers on Agency loans do not need to take any action. Should your cap provider banks 
reach out to you about the ISDA Protocol, CBRE and Chatham Financial are happy to discuss any questions you 
may have.

WHAT ARE THE OPEN QUESTIONS THAT REMAIN TO BE ANSWERED? 

Many questions still need to be resolved: Will the consultation by IBA conclude as expected? When will the 
regulators officially announce the date that they no longer view LIBOR as representative? When will different 
lending sources begin to originate loans indexed to indices besides LIBOR, presumably SOFR? With many loans 
having ambiguous fallback language giving lenders discretion, will some lenders prefer to transition from LIBOR 
earlier, especially if that lender’s financing source transitions in 2020? Will the new plan have an adverse impact 
on liquidity in the derivatives markets for SOFR derivatives? When will a term structure for SOFR evolve?

DOES THIS MEAN THAT MY EXISTING LIBOR-BASED  
LOANS AND DERIVATIVES WON’T NEED TO CONVERT TO 
ANOTHER INDEX? 

The regulators were clear that this announcement is not a trigger event announcing the cessation of LIBOR or 
that LIBOR is not representative. The presumption is that regulators will eventually announce that IBA will cease 
publishing LIBOR on June 30, 2023. Many LIBOR-based contracts that mature prior to this date likely would not 
need to transition to a new index. Many loan documents have ambiguous LIBOR fallback language that gives 
broad discretion to the lender regarding the timing of a transition. If these lenders’ financing/leverage sources (e.g., 
repo or warehouse lines) transitioned away from LIBOR at any time, it is conceivable that the lender would choose 
to transition the loan as well to match their funding.
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CBRE and Chatham would be happy to provide guidance in this area.

WHAT DO YOU THINK I SHOULD BE DOING AS BORROWER? 
Despite the change in the timeline, we’d recommend you remain focused on LIBOR transition risk management 
and consider taking the following action:

• Take inventory of the loans and derivatives in your portfolio that will still be outstanding after June 30, 2023 
(and December 31, 2021, in the event the ICE consultation does not play out as they’ve suggested it will).

• Take inventory of loans where the fallback language might allow the lender to convert the loan prior to any 
official cessation date.

• Determine if the fallback language is potentially punitive and if it is it should still be on your radar as a 
potential area of concern to address with the lender.
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