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Rate expectations

There is a considerable weight of expectation from both 
regulators and market counterparties that firms will adhere 
to the Protocol and apply the terms of the Supplement. The 
Protocol and Supplement provide a straightforward way of 
incorporating fallbacks into IBOR referencing agreements 
and transactions. Firms may also take comfort that the 
Protocol and Supplement have been subject to wide 
industry input and been endorsed by regulators. 

Use of the Protocol and Supplement is however voluntary. 
Firms should consider carefully whether to apply the 
Protocol and Supplement and, if they decide to do so, 
whether the way in which the Protocol and Supplement are 

applied should be tailored to meet their specific 
requirements. There are various solutions published by 
ISDA available to parties to tailor the way in which the 
Protocol and Supplement apply. 

The Protocol and Supplement are lengthy and complex 
(standing at 52 and 107 pages respectively). Firms should 
however not be tempted to avoid reviewing the detail 
contained in these documents. In order to support firms 
with the review process, we have summarized the effect of 
the Protocol and Supplement and some of the issues that 
firms might wish to consider below. 

The publication by the International Swaps and Derivatives 
Association Inc. (“ISDA”) of the ISDA 2020 IBOR Fallbacks 
Protocol (the “Protocol”) and Supplement 70 to the 2006 
ISDA Definitions (the “Supplement”) is a significant milestone 
in the derivatives market’s transition away from interbank 
offered rates (“IBORs”).
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The importance of IBORs

IBOR is intended to reflect the rate at which banks are 
prepared to lend to each other in a particular market. 
Derivatives referencing IBORs have been a feature of the 
global financial markets since the 1980s. Since their 
introduction, the volume of IBOR referencing derivatives 
has continued to grow.

In summary, IBORs are calculated using submissions from 
a panel of banks (the “Panel Banks”). The submissions made 
the Panel Banks are, to an extent determined using 
qualitative criteria such as the expert judgement of the 
submitter. 

The issues with IBORs

IBORs are the foundations on which much of the global 
financial markets are built. Over time however, cracks in 
these foundations have appeared and global regulators 
have decided the time for repair is now.

In 2014, the Financial Stability Board (the “FSB”) published a 
report which concluded that continued reliance on LIBOR 
and other IBORs was no longer viable. The main factor 
which led the FSB to reach this conclusion was the lack of 
actual transaction data to verify interbank rates as a result 
of a downward trend in the volume of unsecured interbank 
loans following the financial crisis of 2007-2008. Other 
factors included alleged attempted market manipulation 
and false reporting on the part of certain Panel Banks. The 
resulting uncertainty surrounding the integrity of IBORs 
created potential systemic risk. 

The FSB recommended the development and use of 
risk-free rates (“RFRs”) based on liquid overnight money 
market deals which would eventually replace IBORs. 
Following this recommendation, working groups were 
established across various markets to assist in the creation 
of RFRs and other alternative rates. 

The speech that changed everything 

In a speech in 2017, the then chief executive of the 
Financial Conduct Authority (the “FCA”), Andrew Bailey 
announced that the FCA would “no longer persuade or 
compel banks” to submit data in respect of Sterling LIBOR 
(“GBP-LIBOR”) into 2022. This speech had the effect of 
creating a clear timetable for the transition from GBP-
LIBOR and other IBORs to RFRs and other alternative rates. 
Various industry bodies have been working to develop 
strategies and initiatives to facilitate IBOR transition prior to 
the 2022 deadline. 

The role of ISDA 

ISDA has led industry efforts to produce new fallbacks in 
respect of derivatives transactions referencing IBORs. 

Spring forward, 
fallbacks

Today there is approximately US$ 
4 trillion in notional exposure to 
IBOR referencing derivatives 
transactions globally.
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Under existing standard ISDA documentation,  
if an IBOR ceases to be available on a specified screen, 
the rate will be determined by the appointed 
Calculation Agent by reference to quotes obtained 
from major banks (“Reference Banks”). This fallback will 
be applicable where the there is a temporary 
unavailability or permanent cessation of the IBOR. 
Where an IBOR ceases to be published or a regulatory 
supervisor announces that the IBOR is no longer 
representative, it is unlikely that Reference Banks will 
be willing to continue to provide quotes in respect of 
that IBOR. The existing fallbacks are designed to deal 
with a temporary cessation of the rate and would not 
be adequate in dealing with the permanent cessation 
of an IBOR.

ISDA and its members have produced the Protocol  
and Supplement as a mechanism to apply new 
fallbacks to in-scope derivatives transactions which 
reference IBORs. 

The Protocol allows adhering parties to apply the  
new fallbacks to legacy non-cleared derivatives 
transactions. The Supplement can be used to  
apply the new fallbacks to future non-cleared 
derivatives transactions. 

It is expected that the terms of the Supplement will be 
incorporated into the rulebooks of clearing houses so 
as to amend all legacy and future IBOR referencing 
cleared derivatives transactions.

The amendments under the Protocol will be effective 
from 25 January 2021 (the “Effective Date”).  
ISDA provided a two week escrow period prior to 
publication for certain regulated entities to adhere to 
the Protocol. During this period a significant number of 
market participants adhered to the Protocol indicating 
widespread adoption is likely. The Supplement will be 
incorporated into new non-cleared derivatives 
transactions incorporating the 2006 ISDA Definitions 
from the Effective Date.

Out with the old… 

…and in with the new 
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The Working Group strongly encourages early 
adherence to the Protocol by both financial and non-
financial firms. Market participants that intend to adhere 
to the Protocol are encouraged to do so during the 
escrow period, if possible to support broader adoption.”

Industry views 

- The Working Group on Risk-Free Reference Rates (“RFRWG”), Financial 
Conduct Authority and Bank of England joint statement on welcoming 

announcement by ISDA on its IBOR Fallbacks Protocol and Fallbacks 
Supplement, October 2020
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The ARRC encourages market participants to adhere to the 
Protocol before it takes effect, and for those dealers and 
market participants with significant derivatives exposures 
to do so before during the two-week escrow period…in 
order to promote adoption on as time a basis as possible.”

The FSB strongly encourages widespread and 
early adherence to the Protocol- by all affected 
financial and non-financial firms- which will be a 
major driver of transition for derivatives in all 
LIBOR currencies and a critical step in benchmark 
transition ahead of end- 2021.”

- US Alternative Reference Rates Committee (ARRC) statement supporting 
forthcoming ISDA IBOR Fallbacks Protocol and encourages adherence, 

October 2020

- FSB press release encouraging broad and timely adherence to 
ISDA IBOR Fallbacks Protocol, October 2020
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ISDA 
initiatives 

Since being instructed by the FSB, ISDA working groups have 
undertaken a significant program of work with the specific 
purpose of ensuring a smooth transition from IBORs in the 
derivatives market. The fallbacks and cessation triggers 
contained in the Protocol, Supplement and related templates 
represent broad market consensus in the derivatives market. 

ISDA has provided a number of solutions which can be used by market participants in order to incorporate the standard 
fallbacks and cessation triggers into their transactions. Parties should consider the various ISDA solutions carefully and 
which might best align to their transition requirements. 
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Requirement ISDA Solution

To agree to include 
the new ISDA 
fallbacks into all 
future non-cleared 
derivatives which 
reference an IBOR

ISDA has published the Supplement which will apply to transactions incorporating the 
2006 ISDA Definitions which are entered into on, or, after the Effective Date. The 
Supplement will update relevant definitions of certain IBORs (floating rates referred to in 
the 2006 ISDA Definitions as “Rate Options”) to include permanent cessation triggers and 
fallbacks. 

ISDA also intends to amend certain Rate Options that use USD-LIBOR as an input (the 
Singapore dollar swap offer rate and the Thai baht interest fixing) to include fallbacks which 
would be applicable if USD-LIBOR is permanently discontinued. 

ISDA working groups have been developing the 2021 ISDA Interest Rate Definitions which 
will also incorporate the new IBOR fallbacks. The 2021 ISDA Interest Rate Definitions have 
not yet been published. 

To agree to include 
the ISDA fallbacks 
into all legacy 
non-cleared 
derivatives 
referencing IBORs 
on a multilateral 
basis

ISDA has produced the Protocol to allow adhering parties to amend OTC derivatives 
transactions which are entered into before the Effective Date, to include the amended Rate 
Options for the relevant IBOR. 

The application of the Protocol extends to the following IBORs: 

GBP-LIBOR, US dollar LIBOR (“USD-LIBOR”), Euro LIBOR (“EUR-LIBOR”), Euro Interbank 
Offered Rate (“EURIBOR”), Japanese Yen LIBOR (“JPY-LIBOR”), Swiss franc LIBOR (“CHF-
LIBOR”), Canadian dollar LIBOR, Australian BBSR, Hong Kong Inter-bank Offered Rate, 
Sing-dollar Swap Offer Rate and Thai Baht Interest Rate Fixing (each an “Impacted IBOR”). 

To agree to include 
the ISDA fallbacks 
into all legacy 
derivatives 
referencing IBORs 
bilaterally with 
each counterparty

ISDA has published template amendment agreements which allow parties to agree 
bilaterally with their counterparties to incorporate the Protocol into their agreements. 

ISDA has published language which parties can use to incorporate specific terms or the 
entire Protocol into their new and existing agreements. 

To tailor the 
fallbacks using 
language 
supplementary to 
the Protocol

Template supplementary language has been produced by ISDA for use by parties which 
have adhered to the Protocol or bilaterally agreed to its terms, which includes language: 

 – to confirm whether existing bespoke fallbacks will be overridden by fallbacks 
implemented via the Protocol and exclude certain transactions from the new fallbacks

 – which allows the parties agree that the amendments made by the Protocol will apply 
to additional agreements and transactions between the parties. For example, repo and 
stock lending transactions 

 – allowing counterparties to specify that the fallbacks will not apply in a “pre-cessation 
event” related to in-scope IBORs

 – allowing the parties to specify the that the fallbacks which are applicable to derivatives 
will be the same as those applicable to the cash products that those derivatives hedge 
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ISDA 2020 IBOR 
Fallbacks Protocol 
The Protocol provides a multilateral means of amending legacy 
OTC derivatives contracts to include the new ISDA fallbacks. 

The Protocol provides adherents with a mechanism to 
agree to amendments to their legacy OTC agreements and 
transactions on a multilateral basis such that, upon the 
occurrence of a permanent cessation trigger or, if 
applicable, a pre-cessation trigger, in respect of an 
Impacted IBOR a new RFR fallback will apply instead of that 
Impacted IBOR. 

Market participants can adhere to the Protocol in their 
capacity as agent for multiple parties (for example 
investment managers acting on behalf of a number of fund 
clients). Where agents adhere to the Protocol, adherence 
can be tailored so that it is either (a) on behalf of identified 
clients or (b) on behalf all clients of the agent except those 
clients which are expressly excluded. 

An key advantage of adhering to the Protocol as opposed 
to bilaterally amending existing agreements is that it 
provides market participants with an efficient and effective 
method to amend multiple contracts on terms which 
represent broad market consensus. As with prior ISDA 
protocols, ISDA will maintain an updated list of adhering 
parties on its website so a party can establish the 
population of its agreements which incorporate the new 
ISDA fallbacks via the Protocol at any time.

There is currently no cut-off date for adherence to the 
Protocol but ISDA reserves the right to designate a closing 
date of the Protocol by giving at least 30 calendar notice 
on its website. 

Purpose of the Protocol 
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ISDA documentation 

Derivatives documentation published by ISDA is in-scope of 
the Protocol. ISDA documentation in-scope includes ISDA 
Master Agreements, ISDA credit support documents and 
trade confirmations referencing ISDA definitions booklets 
or which generally incorporate an IBOR. 

Beyond derivatives

The Protocol also applies to 74 non-ISDA master 
agreements (“Additional Master Agreements”) and seven 
non-ISDA collateral agreements (“Additional Credit Support 
Documents”) listed in the Annex to the Protocol. The list of 
Additional Master Agreements and Additional Credit 
Support Documents covers a wide range of master 
agreements and collateral arrangements in respect of 
traded products. Adherents to the Protocol should 
therefore ensure that they are comfortable with the 
population of contracts and transactions that will be 
updated to incorporate the new ISDA fallbacks. 

The Protocol may, for example, therefore apply to certain 
repurchase transactions and securities lending transactions 
as documented under a Global Master Repurchase 
Agreement (“GMRA”) and a Global Master Securities 
Lending Agreement (“GMSLA”) respectively. 

In order for the Protocol to apply to the Additional Master 
Agreements and Additional Credit Support Documents the 
agreements must either (a) reference an in-scope IBOR as 
defined by the 1991 ISDA Definitions, 1998 Euro Definitions, 
2000 ISDA Definitions or 2006 ISDA Definitions (the 
“Covered ISDA Definitions Booklet”) or (b) otherwise make 
reference to an IBOR (the “Protocol Covered Documents”).

Timing of new ISDA fallbacks 

The Protocol will amend Protocol Covered Documents 
between two adhering parties on the later of the Effective 
Date or the date on which the two parties adhere to  
the Protocol. 

Scope of the Protocol 

Cleared transactions 

Cleared transactions, including any transactions which are 
recognized as “client transactions” are not in-scope of the 
Protocol. Major central cleared counterparties intend to 
adopt the amended form of the ISDA Rate Option 
definitions which will provide an equivalent and consistent 
approach for any legacy cleared transaction portfolios. 

Euro overnight rates

The European Money Market Institute (“EMMI”) has 
previously announced that it will cease publication of the 
Euro Overnight Index Average Rate (“EONIA”) and that it 
expects market participants to transition from EONIA to the 
Euro Short Term rate (“EuroSTR”). 

The Protocol does not include fallbacks applicable to 
EONIA. If parties wish to replace references to EONIA in 
their agreements with references to EuroSTR, then this 
amendment will need to be agreed bilaterally. 

Tailoring the scope of the Protocol

Should market participants wish to tailor the scope of the 
Protocol, for example in order to exclude specific 
agreements, they could use the supplementary language 
published by ISDA as outlined above. 
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Adherence to the Protocol is voluntary. The Protocol will 
only amend Protocol Covered Documents which have 
been entered into between two adhering parties. 

Considerations for regulated firms

Throughout 2020, the FCA and other global regulatory 
authorities have consistently highlighted the importance of 
adhering to the Protocol.

In a webinar hosted by ISDA on 14 July 2020, Edwin 
Schooling Latter, Director of Markets and Wholesale Policy 
at the FCA, stated that “any UK regulated firm with major 
derivatives exposure that chooses not to sign..[up to the 
Protocol]…will need to be ready for some serious questions 
from … supervisors on how they will mitigate these risks.” 
The FCA has stated that it expects firms to be able to show 
that they have robust fallback documentation in place 
before IBORs cease to be available or become 
unrepresentative. The FCA expects regulated firms to have 
completed transition for all new business and to have 
developed a strategy to address any “tough legacy” 
contracts. 

EU and UK regulated firms might also consider the benefits 
of Protocol adherence for the purposes of the EU 
Benchmarks Regulation¹ (the “BMR”). Under Article 28(2) of 
the BMR, there is an obligation for certain EU and UK 
entities to ensure they have robust fallbacks within their 
contracts which would become effective in the event of 
material change to a benchmark or where the impacted 
benchmark is no longer produced. The FCA has previously 
confirmed that adherence to the Protocol satisfies this 
requirement in respect of contracts referencing IBORs. 

Is adherence compulsory? 

ISDA has also separately published the ISDA 2018 
Benchmarks Supplement Protocol (the “Benchmarks 
Protocol”) and the ISDA 2018 Benchmarks Supplement (the 
“Benchmarks Supplement”) which are designed to provide 
fallbacks applicable to a wider pool of benchmarks 
(separate to the fallbacks provided in the Protocol and 
Supplement) which do not currently have dedicated 
fallbacks, as part of wider benchmark reforms under the 
BMR. The Protocol and Supplement are designed to work 
together with the Benchmarks Protocol and the 
Benchmarks Supplement.

Considerations for non-primary ISDA members

ISDA has incentivized early adherence to the Protocol by 
waiving the adherence fee (usually a one-time amount of 
$500) (the “Protocol Adherence Fee”) for non-primary ISDA 
members where a party adheres prior to the Effective Date. 
Following the Effective Date, the standard fee will apply. 

In order to adhere to the Protocol, market participants will 
need to complete and submit an adherence letter together 
with the Protocol Adherence Fee, if applicable. Where a 
firm has more than 25 affiliated entities, it is possible for one 
entity to submit all of the adherence letters together with 
the fees, if applicable. In such cases, firms should contact 
ISDA to confirm whether they may be eligible for a bulk 
discount for adherence. 

1. Regulation EU (No) 2016/1011
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The new Rate Options included in the Supplement contain robust 
fallbacks and address the risks of permanent cessation of the 
relevant Impacted IBOR or the temporary unavailability of the 
Impacted IBOR. The fallbacks used in the Supplement are the same 
as those which are used in the Protocol. As is the case under the 
Protocol, the waterfall of fallbacks extends to the RFRs in the event 
that they are subject to cessation or are temporarily unavailable at a 
future date. 

Derivatives transactions entered into after the Effective Date which 
incorporate the 2006 ISDA Definitions will automatically 
incorporate the terms of the Supplements and will therefore 
include the new fallbacks, unless the parties choose to specifically 
exclude the terms of the Supplement. 

The Supplement has a narrower application than the Protocol. 
Whereas the Protocol can apply to legacy transactions which 
incorporate a range of ISDA definitions booklets, as mentioned 
above or, indeed transactions which do not incorporate ISDA 
definitions booklets at all, the Supplement will only apply to future 
transactions which incorporate the 2006 ISDA Definitions. 

Section 7.1 of the Supplement sets out the revised definitions of Rate Options incorporating the new fallbacks. We have set out below the Rate 
Options which have been replaced in respect of the major G5 currencies.

Supplement 70 to the 
2006 ISDA Definitions
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JPY

CHF

Floating rate 

CHF-LIBOR-BBA

CHF-LIBOR-BBA-Bloomberg

Underlying fallback rate

SARON

Floating rate 

JPY-LIBOR FRASETT

JPY-LIBOR-BBA

JPY-LIBOR-BBA-Bloomberg

JPY-TIBOR-17097

JPY-TIBOR-TIBM (All Banks)-
Bloomberg

JPY-TIBOR-ZTIBOR

Underlying fallback rate

TONA

Floating rate 

USD-LIBOR-BBA

USD-LIBOR-BBA-Bloomberg

Underlying fallback rate

SOFR

EUR

Floating rate 

EUR-LIBOR-BBA

EUR-LIBOR-BBA-Bloomberg

EUR-EURIBOR-Reuters

Underlying fallback rate

EuroSTR

GBP

Floating rate 

GBP-LIBOR-BBA

GBP-LIBOR-BBA-Bloomberg

Underlying fallback rate

SONIA

USD
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Adjusted RFRs 
The new fallbacks for IBORs which apply under the Protocol 
and the Supplement are adjusted RFRs. These adjusted RFRs 
have been developed for all major currencies by the designated 
working groups to replace the relevant IBORs. The RFRs in 
respect of each IBOR are summarized in the table below.

There are a number of fundamental differences between 
IBORs and RFRs. For example, RFRs are computed 
overnight whereas IBORs are produced for various forward 
looking periods (tenors). IBORs are based on the outcome 
of the market based price formation process and are 
embedded with the expectations of Panel Banks in relation 
to future market conditions whereas RFRs are based on 
actual transaction data. As overnight rates, RFRs do not 
contain a material credit risk premium, whereas Panel 
Banks will consider the creditworthiness of borrowing 
banks as part of their submissions. 

In order to reflect these differences, adjustments to RFRs 
are needed in order to mirror the economics of an IBOR. If 
parties wish to preserve the economics of an agreement or 
transaction, references to IBORs cannot simply be replaced 
by references to RFRs. The Protocol and Supplement factor 
in these adjustments in the fallback rates.

Currency IBOR
IBOR 

administrator
Alternative RFR

Alternative RFR 
administrator

GBP-LIBOR
The ICE Benchmark 

Administration (“IBA”)
Sterling Overnight Index Average 

(“SONIA”)
The Bank of England 

(“BoE”)

USD-LIBOR The IBA

Secured Overnight Financing Rate 
(“SOFR”) The Federal Reserve 

Bank of New York 
(“NY Fed”)SOR and THB-FIX will also use SOFR as 

they use USD-LIBOR as input rates.

EURIBOR

 The EMMI

EuroSTR

The European Central 
Bank (“ECB”)

EUR-LIBOR

“EuroSTR dependent” EONIA

Note: EMMI will discontinue the 
publication of “EuroSTR dependent” 

EONIA on 3 January 2022. 

TIBOR The Japanese 
Bankers Association 
TIBOR Administrator 

(“JBATA”)

Tokyo Overnight Rate (“TONA”)

The Bank of Japan 
(“BoJ”)

JPY-LIBOR
TIBOR and Euroyen TIBOR will continue 
alongside TONA. Euroyen TIBOR will be 

discontinued in the future.

CHF-LIBOR The IBA Swiss Average Rate Overnight (“SARON”)
The SIX Swiss 

Exchange
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In order to address the difference between IBORs (as 
forward looking rates) and RFRs (as overnight rates), RFRs 
are term-adjusted using a compounded setting in arrears 
approach. This approach involves observing the RFR over a 
period of time. This time period is usually equivalent to the 
relevant IBOR tenor. This rate is then compounded on a 
daily basis. The period over which the RFR is observed is 
shifted-backwards in order to ensure that the rate is known 
prior to the relevant payment date. 

Term adjustment

IBORs incorporate a bank credit risk premium whereas 
RFRs do not. When parties replace a reference to an IBOR 
with the relevant RFR in an existing agreement or 
transaction, the bank credit risk premium element of the 
rate will be removed. In order to preserve the economic 
equivalence of the new transaction, a spread adjustment is 
needed as a proxy for the credit risk premium.

Calculation of spread adjustments 

The spread adjustment is calculated using a five-year 
historical median approach. This approach involves taking 
the median of the differences between the IBOR and the 
compounded RFR for the relevant tenor calculated over a 
static lookback period of five years prior to the Index 
Cessation Event. The spread adjustment will be added to 
compounded setting in arrears rate (but is not 
compounded itself). 

Publication of spread adjustments 

ISDA has appointed Bloomberg Index Services Limited 
(“BISL”) to calculate and publish the methodology for the 
new fallback rates on specified Bloomberg screens which 
have been referenced in the Protocol and Supplement. 
BISL will also publish an “all-in” fallback rate which 
combines the adjusted RFR and the spread adjustment for 
each relevant tenor. 

BISL has published a comprehensive rulebook which 
provides amongst other things, the formulae that are used 
to calculate the spread adjustments.

The spread adjustment will be published by BISL on  
the date of the first public statement or publication  
of information which constitutes a permanent cessation 
“Index Cessation Event” or, if applicable, a “Pre-cessation 
Index Cessation Event”. Please see over the page  
for information in relation to the application of the  
trigger events.

Spread adjustments
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Application of 
Trigger Events 
The occurrence certain events will trigger the replacement of 
an IBOR with the specified fallback. These “Index Cessation 
Events” are described below. 

Non-representative pre-cessation trigger

An Index Cessation Event will occur following a statement 
or other publication by a regulatory supervisor for an 
administrator of an IBOR announcing that (a) the IBOR is no 
longer representative of the market it measures or, will 
become unrepresentative from a specified date and (b) the 
issuing of the statement is made with the awareness that 
contractual fallbacks will be triggered (the “Pre-Cessation 
Event Trigger”). 

Permanent cessation

An Index Cessation Event will also be triggered where a 
public statement or other publication is issued by or on 
behalf of the IBOR administrator, its supervisory authority or 
specified insolvency officials which states that the Impacted 
IBOR has ceased or will cease publication by the IBOR 
administrator indefinitely and, there is no successor that 
could continue to provide the Impacted IBOR. 

The multi-level fallback approach 

The Protocol and Supplement adopt a multi-level fallback 
approach which applies to both Impacted IBORs and the 
fallback RFRs. The Protocol also introduces new fallbacks 
which apply if a rate is unavailable temporarily. The multi-
level fallback approach provides a hardwired process will 
apply should an RFR cease to be published by its 
administrator and therefore avoids the reoccurrence of a 
similar situation as has occurred in respect of IBORs in 
respect of any future RFR cessation. 

We have provided a breakdown of how these multi-level 
fallbacks would apply to GBP-LIBOR, EUR-LIBOR and 
USD-LIBOR, JPY-LIBOR and CHF-LIBOR and, the 
respective fallback RFRs for these currencies below. 

GBP-LIBOR USD-LIBOR

EUR-LIBOR CHF-LIBOR

EURIBOR JPY-LIBOR

SOR* THB-FIX*

* SOR and THB-FIX use USD-LIBOR to calculate the rates applicable
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Edwin Schooling Latter, Director of Markets and Wholesale Policy,  
FCA, speaking at an ISDA webinar, July 2020

“ As I have said previously decisions about what 
will happen in various LIBOR settings at the end 
of 2021 could be announced in the final weeks 
of this year. There could be announcements by 
the end of 2020 of cessation of settings at the 
end of 2021. There could also be 
announcements that it will no longer be 
possible to LIBOR settings on a representative 
basis from the end of 2021.”
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GBP-LIBOR 
Index Cessation  

Event occurs
Temporary 

unavailability 

Fallback 1: The rate as 
provided by the IBA of 

GBP-LIBOR

Fallback 1: Fallback Rate 
(SONIA) as published on 
the relevant Bloomberg 

Screen

The most recently 
published Fallback Rate 

(SONIA) 

The most recently 
published SONIA rate 

The most recently 
published GBP 

Recommended Rate 

The most recently 
published UK Bank Rate 

Fallback 2: The rate 
recommended for use by 

the IBA of GBP-LIBOR

Fallback 2: SONIA as 
published by the BoE or 
successor administrator 

of SONIA 

Fallback 3: The rate 
recommended for use by 

the supervisor of GBP-
IBOR or the IBA of GBP- 

LIBOR 

Fallback 3: The SONIA 
replacement rate as 
determined by the 

benchmark administrator 
(the “GBP Recommended 

Rate”) 

Fallback 4: The rate 
determined by the 

Calculation Agent which 
is a commercially 

reasonable alternative to 
GBP-LIBOR

Fallback 4: The BoE base 
rate (the “UK Bank Rate”) 

The fallback rate is not provided within the specified time frame 

Spread adjustments applied to the rate by the Calculation Agent by 
reference to the methodology and calculations produced by BISL

Key
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EUR-LIBOR / EURIBOR 
Index Cessation  

Event occurs
Temporary 

unavailability 

Fallback 1: The rate as 
provided by the IBA of 
EUR-LIBOR / EURIBOR 

Fallback 1: Fallback Rate 
(EuroSTR) as published 

on the relevant 
Bloomberg Screen

The most recently 
published Fallback  

Rate (EuroSTR)

The most recently 
published EuroSTR

The most recently 
published ECB 

Recommended Rate 

The most recently 
published EDFR Rate 

Fallback 2: The rate 
recommended for use by 
the IBA of EUR-LIBOR / 

EURIBOR 

Fallback 2: EuroSTR as 
published by the ECB as 

the EuroSTR 
administrator 

Fallback 3: The rate 
recommended for use by 

the supervisor of EUR-
LIBOR / EURIBOR or the 

IBA of EUR-LIBOR / 
EURIBOR 

Fallback 3: The EuroSTR 
replacement rate 

recommended by the 
ECB (“ECB 

Recommended Rate”) 

Fallback 4: The rate 
determined by the 

Calculation Agent which 
is a commercially 

reasonable alternative to 
EUR-LIBOR / EURIBOR 

Fallback 4: The rate on 
the deposit facility which 
banks may use to make 

overnight deposits within 
the Eurosystem (the 

“Eurosystem Deposit 
Facility Rate”) 
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USD-LIBOR 
Index Cessation  

Event occurs 
Temporary 

unavailability 

Fallback 1: The rate as 
provided by the IBA of 

USD-LIBOR 

Fallback 1: Fallback Rate 
(SOFR) as published on 
the relevant Bloomberg 

Screen 

The most recently 
published Fallback Rate 

(SOFR)

The most recently 
published SOFR rate 

The most recently 
published Fed 

Recommended Rate 

The most recently 
published OBFR rate 

The most recently 
published FOMC Target 

Rate

Fallback 2: The rate 
recommended for use by 

the IBA of USD-LIBOR 

Fallback 2: SOFR as 
published by the NY Fed 
as administrator of SOFR

Fallback 3: The rate 
provided by the Federal 
Reserve Board, the NY 

Fed or another supervisor 
of USD-LIBOR

Fallback 3: TThe SOFR 
replacement rate as 

recommended by the 
FRB / NY Fed (“Fed 

Recommended Rate”) 

Fallback 4: The rate 
determined by the 

Calculation Agent which 
is a commercially 

reasonable alternative to 
USD-LIBOR 

Fallback 4: The 
Overnight Bank Funding 

Rate (“OBFR”) provided by 
the NY Fed 

Fallback 5: The Federal 
Open Market Committee 

Rate (“FOMC Target 
Rate”) 

The fallback rate is not provided within the specified time frame 

Spread adjustments applied to the rate by the Calculation Agent by 
reference to the methodology and calculations produced by BISL
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JPY-LIBOR 
Index Cessation  

Event occurs
Temporary 

unavailability 

Fallback 1: The rate as 
provided by the IBA of 

JPY-LIBOR 

Fallback 1: Fallback Rate 
(TONA) as published on 
the relevant Bloomberg 

Screen 

The most recently 
published Fallback Rate 

(TONA)

The most recently 
published TONA rate 

The most recently 
published JPY 

Recommended Rate 

Fallback 2: The rate 
recommended for use by 

the IBA of JPY-LIBOR 

Fallback 2: TONA as 
published by the BoJ  

as administrator 

Fallback 3: A rate 
formally recommended 

for use by the committee 
officially endorsed by  

the BoJ

Fallback 3: The TONA 
replacement rate as 

recommended by the 
BoJ or another 

administrator (“JPY 
Recommended Rate”)

Fallback 4: The rate 
determined by the 

Calculation Agent which 
is a commercially 

reasonable alternative  
to JPY-LIBOR
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CHF-LIBOR 
Index Cessation  

Event occurs
Temporary 

unavailability 

Fallback 1: The rate as 
provided by the IBA of 

CHF-LIBOR 

Fallback 1: Fallback Rate 
(SARON) as published on 
the relevant Bloomberg 

Screen

The most recently 
published Fallback Rate 

(SARON) 

The most recently 
published SARON rate 

The most recently 
published NWG 

Recommended Rate

The most recently 
published Modified SNB 

Policy Rate plus SNB 
spread 

Fallback 2: The rate 
recommended for use by 

the IBA of CHF-LIBOR 

Fallback 2: SARON as 
published by the NY SIX 
Swiss Exchange AG as 

administrator of SARON 

Fallback 3: The rate 
recommended by the 

supervisor of CHF-LIBOR 

Fallback 3: : The SARON 
replacement rate as 

recommended by the 
National Working Group 

on Swiss Franc Reference 
Rates (“NWG 

Recommended Rate”)

Fallback 4: The rate 
determined by the 

Calculation Agent which 
is a commercially 

reasonable alternative to 
CHF-LIBOR 

Fallback 4: The Modified 
SNB Policy Rate plus the 
SNB Spread as published 

by the authorised 
distributor

The fallback rate is not provided within the specified time frame 

Spread adjustments applied to the rate by the Calculation Agent by 
reference to the methodology and calculations produced by BISL
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Risks associated 
with the Protocol 
and Supplement

Does the “one size fits all” approach work? 

Firms with significant derivatives portfolios will need to 
carry out extensive analysis in relation to the new fallbacks. 
In particular, firms should establish which of their contracts 
are in-scope. Establishing which agreements and 
transactions will incorporate the new fallbacks will allow 
firms to determine if there are immediate hedging or tax 
issues arise. 

Any financing arrangements which involve two interrelating 
products will require careful consideration to ensure that 
no basis risk arises as a consequence of any misalignment 
between the two rates. 

If the parties choose to adhere to the Protocol, they should 
be mindful that transitioning to RFRs may not be a seamless 
process. RFRs are not intended to match IBORs exactly, 
therefore a spread between the Impacted IBOR and the 
RFR will be applied. The parties should ensure that they 
have a proper understanding of the calculation 
methodologies used for the fallback rates and how the 
multi-level fallback approach applies to referenced IBORs 
and the new RFRs. 

Consent issues 

Parties may be required to obtain consent from third parties 
in respect of amendments to Protocol Covered 
Documents, such as ISDA credit support documents. Such 
consents will need to be obtained prior to adherence to the 
Protocol. 

Prior to adhering to the Protocol, parties should ensure that 
any contractual formalities are complied with when the 
contract has been amended, for example, re-registration of 
the security or notarization of the contract. A failure to do 
so might mean that the fallbacks will not apply to the 
amendment contract. 

“Tough legacy” contracts and consistency

Certain contracts may not be able to transition to RFRs and 
therefore will not be able to rely on the Protocol to amend 
their contracts (the “Tough Legacy Contracts”). The 
RFRWG’s taskforce identified such Tough Legacy Contracts 
in its report in May 2020 and examples include, non-linear 
derivatives where Protocol adoption could substantially 
alter the economics of the transaction and other assets 
such as bonds and loans. 

In June 2020, the UK Government announced that the FCA 
would be provided with new powers to direct the 
administrator of GBP-LIBOR to create a “synthetic GBP-
LIBOR” rate when the administrator determines it can no 
longer produce a representative rate following panel banks 
submissions. Firms should be aware that the synthetic 
GBP-LIBOR will be limited in its application and will only be 
used where there are no alternative options available for 
transition from IBORs and as a way to stabilize market 
disruption at GBP-LIBOR cessation. 

It appears that there is already a lack of uniformity, as the 
approach taken by the UK appears to considerably divert 
from the EU approach on tackling tough legacy contracts. 
In the US, there has been a delay to the implementation of 
the proposed Legislative Solution to Minimize Legal 
Uncertainty and Adverse Economic impact associated with 
LIBOR Transition. The New York legislative assembly has 
concluded for 2020 and the earliest the draft bill could be 
brought before the assembly is January 2021.
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Useful resources

Joint statement by the RFRWG, FCA and Bank of England welcoming the announcement by ISDA 
on its IBOR Fallbacks Protocol and Fallbacks Supplement, October 2020

Speech by Edwin Schooling Latter, Director of Markets and Wholesale Policy at the FCA, July 2020

Supplement 70 to the 2006 ISDA definitions 

HM Treasury: Financial Services Regulation written statement made by Rishi Sunak, June 2020 

FSB Global Transition Roadmap for LIBOR, October 2020 

The RFRWG’s Roadmap 2020-2021 Top Level Priorities, as updated September 2020

2020 ISDA IBOR Fallbacks Protocol 

The RFRWGs paper on the identification of Tough Legacy issues, May 2020 

FSB press release: FSB encourages broad and timely adherence to the 2020 ISDA 
IBOR Fallbacks Protocol, October 2020 

FCA Q&A Benchmark Regulation- proposed new powers, June 2020

Department of Justice Business Review letter, October 2020 

US Legislative Solution to Minimise Legal Uncertainty and Adverse Economic impact associated 
with LIBOR Transition, March 2020

2020 ISDA IBOR Fallbacks Protocol FAQs 

FCA statement on planned amendments to Benchmark Regulation, June 2020 

ISDA Board statement on the IBOR Fallback Supplement and Protocol, October 2020 

US ARRC Recommended Best Practises for completing the Transition from LIBOR, as 
updated September 2020

Bloomberg IBOR Fallbacks fact sheet, June 2020 

US ARRC press release: ARRC supports forthcoming 2020 ISDA IBOR Fallbacks Protocol 
and encourages adherence, October 2020

ISDA user guide to IBOR Fallbacks and RFRs, October 2020 

ISDA Benchmark reform and Transition from LIBOR webpage
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https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/statement-welcoming-isda-announcement.pdf?la=en&hash=1D9DDAB066CC9B7BD959CA0462106E3F07F9FDF9
https://www.fca.org.uk/news/speeches/libor-transition-critical-tasks-ahead-us-second-half-2020
http://assets.isda.org/media/3062e7b4/23aa1658-pdf/
https://questions-statements.parliament.uk/written-statements/detail/2020-06-23/HCWS307
https://www.fsb.org/wp-content/uploads/P161020-1.pdf
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/rfr/rfr-working-group-roadmap.pdf
http://assets.isda.org/media/3062e7b4/08268161-pdf/
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/paper-on-the-identification-of-tough-legacy-issues.pdf?la=en&hash=0E8CA18F27F75352B0A0573DCBBC93D903077B6E
https://www.fsb.org/wp-content/uploads/R091020-2.pdf
https://www.fca.org.uk/markets/transition-libor/benchmarks-regulation-proposed-new-powers
https://www.justice.gov/atr/page/file/1323171/download
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-Proposed-Legislative-Solution.pdf
http://assets.isda.org/media/3062e7b4/3cfa460a-pdf/
https://www.fca.org.uk/news/statements/fca-statement-planned-amendments-benchmarks-regulation
https://www.isda.org/2020/10/09/isda-board-statement-on-the-ibor-fallbacks-supplement-and-protocol/
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC-Best-Practices.pdf
http://assets.isda.org/media/d3cb1711/42ca5ad8-pdf/
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2020/ARRC_Press_Release_ISDA_Protocol.pdf
http://assets.isda.org/media/3062e7b4/c133e67f-pdf/
https://www.isda.org/2020/05/11/benchmark-reform-and-transition-from-libor/
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