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1. Overview 

The purpose of information is to provide Riyad Bank’s customers and counterparties with an overview of 
the discontinuation of the London Interbank Offered Rate (“LIBOR”).  

The G20, in 2013, authorized the review of key benchmark rates by the Financial Stability Board (FSB). In 

July 2014, FSB published its report with the below recommendations: 

• Strengthen the IBORs by anchoring them to a greater number of transactions and improve the 

processes and controls around submissions; and 

• Identify Alternative Reference Rates (ARRs) and encourage derivative market participants to 

transition new contracts to an appropriate ARR. 

This is known as the ‘multi-rate approach’ – where a new ARR is developed alongside the existing IBOR. 

In July 2016, the FSB’s Official Sector Steering Group (OSSG) formally launched an initiative, under the 

leadership of the International Swaps and Derivatives Association (ISDA), of improving contract 

robustness to address the risks of discontinuing LIBOR.  

 

2. Preparing for IBOR Transition 

Various Interbank Offered Rates (IBORs) are currently being reformed, or replaced by new ARRs, also 

termed as Risk-Free Rates (RFRs), across the global financial markets. The Financial Conduct Authority 

(FCA) has stated that LIBOR will no longer be a credible lending rate after the end of 2021. There is 

considerable amount of work done across the industry to develop new RFRs.  

 

3. Background 

The global financial system has made use of vital benchmark rates (which include LIBOR, TIBOR and 

EURIBOR) for a vast number of financial contracts and products. 

Various instances of attempted market manipulation and incorrect reporting of the IBORs have been 

observed. Additionally, the liquidity in the interbank unsecured funding markets has increasingly 

declined following the financial crisis. For these reasons, market participants lack confidence in the 

strength and integrity of these benchmark rates. Uncertainty surrounding the integrity of these 

reference rates resulted in the development of ARRs that are more transaction driven. 

International regulators began focusing on reforming the IBOR benchmark since 2013. Transactions 

relating to interbank unsecured borrowing have seen a great decline, which has resulted in the 

increased dependence on the expert judgement provided by LIBOR panel banks. 

It was announced in 2017 that these LIBOR panel banks would only be required to contribute to LIBOR 

calculations until the end of 2021. Beyond that point in time, the banks’ contribution will not be 

necessary.  Working groups established in the public and private sectors, in conjunction with regulators, 

have been involved in a discussion regarding the replacement of LIBOR with ARRs. 
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4. Alternative rates 

Several working groups have been set up to choose alternative overnight rates for all major currencies. 

The global markets have already started to adopt various alternative rates. This can be noted by the 

increase in the number of swaps in the market that now reference SONIA. Additionally, there have been 

recent primary bond issues that reference SONIA or SOFR. 

Region Existing Rate Alternative Reference Rate Transaction Type Status 

 

GBP LIBOR 
SONIA 

(Sterling Overnight Index Average) 
Unsecured Live 

 EURIBOR / EONIA 
ESTR 

(Euro Short-Term Rate) 
Unsecured Live 

 USD LIBOR 
SOFR 

(Secured Overnight Financing Rate) 
Secured Live 

 JPY LIBOR 
TONAR 

(Tokyo Overnight Average Rate) 
Unsecured Live 

 CHF LIBOR 
SARON 

(Swiss Average Rate Overnight) 
Secured Live 

 

5. The differences between IBORs and ARRs 
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6. When will the change happen? 

The ARRs are already being published and the market has started to adopt these rates to issue new 

products. ARRs are seemingly growing in terms of liquidity, and this growth will contribute the eventual 

increase in its usage by market participants. It is anticipated that the adoption of ARRs will be 

accelerated by the adoption of SOFR and ESTR discounting by clearing houses. 

Most of the LIBOR and their respective tenors will cease to exist after 31 December 2021. However, USD 

LIBOR will continue to be published for some tenors after the end of 2021 in order to facilitate legacy 

contract holders only. The Financial Conduct Authority (FCA) on 5 March 2021, announced the future 

permanent cessation or loss of representativeness for all the LIBOR and its respective tenors. The same 

is summarised in the table: 

Currency 
LIBOR Cessation or Non-

Representativeness Date 
Cessation Tenors 

Non-Representativeness 

Tenors 

GBP 31-Dec-2021 Overnight, 1W, 2M, 12M 1M, 3M, 6M 

USD 
31-Dec-2021 1W, 2M - 

30-Jun-2023 Overnight, 12M 1M, 3M, 6M 

JPY 31-Dec-2021 Spot next, 1W, 2M, 12M 1M, 3M, 6M 

EUR 31-Dec-2021 All 7 LIBOR settings - 

CHF 31-Dec-2021 All 7 LBOR settings - 

 

For more information on the cessation of the existing LIBOR rates and the publishing of synthetic 

LIBORs, please see the below link: 

FCA announcement on future cessation and loss of representativeness of the LIBOR benchmarks 

 

7. Risks to consider 

The outcome of the transition is unpredictable. The risks associated with the transition to consider 
include: 

• Fallback arrangements under the relevant agreement(s) comes into effect, which may change 

the interest rate that you pay or receive; 

• Discussion of the changes in the existing contracts by the Bank which do not have robust 

fallback protocols 

• Amendments to the calculation of amounts payable or receivable 

• Changes to other provisions consequently, such as the amount of margin, fees and other 

charges that is payable; 

https://www.fca.org.uk/publication/documents/future-cessation-loss-representativeness-libor-benchmarks.pdf


 
 

Internal 

• Practical implications, such as changes to systems and accounting practices for corporates and 

SMEs; 

This is not an exhaustive list and there are likely to be other factors for you to consider without reliance 
upon the Bank. 

The alternative rates are calculated differently compared to LIBOR. The various jurisdictions that are 
transitioning towards the new benchmark are moving towards the end goal at different speeds and are 
at different stages of transition. Transition will affect both new and existing products referencing these 
key interest rate benchmarks, and in different ways.  

 

8. What the reforms mean for Riyad Bank clients? 

LIBOR is a globally used benchmark rate, and its discontinuation can impact many factors that include, 

but are not limited to the following: 

i. Valuation of products  

ii. Repayment of outstanding products referencing to LIBOR  

iii. Future products and offerings which you plan to consider  

iv. Hedging arrangements 

v. Accounting implication and application of the reliefs provided by International Accounting 

Standards Board  

vi. Tax treatment.  

It must be noted that the implications of the discontinuation of LIBOR will vary based on the product or 

service that you may use.  

Five steps you can take to start preparing for the anticipated end of LIBOR: 

i. Take stock of where you have LIBOR exposure 

Identification of your LIBOR exposure should be a priority which will enable your business to start 

detailed planning required for the transition. LIBOR may not be limited to just your banking 

products. It may be: 

o Used within your own commercial contracts (e.g. late payment clauses). 
o Embedded in your financial forecasting and budgeting process, including financial 

system requirements. 
o Part of your trade financing arrangements (e.g. supplier finance). 
o Used in pricing any inter or intra company financial arrangements. 

In addition, depending on the products you hold, you may need to start investigating the impacts 

from: 

o Swapping a debt obligation in one currency to another currency using a cross-currency 
swap that involves an IBOR. 

o Discount rates for valuation purposes.  
o Performance benchmarks for money market funds and/or other asset manager funds.  
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o Long-term project finance contracts/joint ventures.  
o Hedging the variable interest rate on a floating rate debt obligation by swapping to a 

fixed rate. 
o Swapping a fixed rate to a floating rate using an interest rate derivative. 

ii. Consider what the anticipated end of LIBOR could mean for you 

This change could be relevant to some products you have already purchased or may be thinking 

about purchasing from the Bank. The general market consensus is to include fallback provisions in 

contractual documentation.  

iii. Consider alternatives to LIBOR 

You may find it helpful to contact your independent professional advisors to help establish what this 

transition could mean for you and what alternatives to LIBOR already exist. 

iv. Consider upgrading risk systems 

o Corporates and SMEs might want to plan its transition strategies to ensure smooth 
transitions for products and contracts linked on LIBOR. 

o Produce an inventory of relevant systems and infrastructure used that may be affected 
when LIBOR will no longer be published in the future and consider making changes that 
will allow those systems to use alternative rates. 

v. Look out for further guidance and support from us 

At Riyad Bank, we will continue to closely to monitor the situation globally and work with Saudi 

Central Bank (SAMA), IBOR Working Group formed by SAMA Treasury Working Group, as well as 

market participants in order to evaluate the best manner through which the transition is smooth for 

our customers. We’ll update you on developments throughout the transition process including how 

these market-wide changes are likely to affect your day-to-day relationship with us and the products 

that you have purchased or may be considering purchasing from the Bank. Above all, we remain 

committed to supporting you through this transition and will always strive to support you and meet 

more of your financial needs. Lastly, it’s very important for you to stay up to date and investigate 

the regulatory, tax and accounting implications that the transition will potentially have. 
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9.  For more information 

Each of the Central Bank-led ARR working groups that were set up at the recommendation of the 

Financial Stability Board (FSB) have established specific websites to provide market participants with 

valuable information that focuses on important topics and steps regarding the transition, meeting 

minutes, consultation feedback and any other data that is considered relevant. 

Currency Working Groups Links 

GBP www.bankofengland.co.uk 

EUR www.ecb.europa.eu 

USD www.newyorkfed.org 

JPY www.boj.or.jp 

CHF www.snb.ch 

SGD www.abs.org.sg 

HKD www.hkma.gov.hk 

 

Additionally, beneficial material has been published on the websites of the following industry bodies 

that act as representatives of key stakeholders that will be impacted by the LIBOR transition. 

Industry Body Industry Body 

ISDA 
International Swaps and Derivatives Association 

www.isda.org  

ICMA 
International Capital Market Association 

www.icmagroup.org  

LMA 
Loan Market Association 

www.lma.eu.com  

LSTA 
Loan Syndications and Trading Association 

www.lsta.org  

APLMA 
Asia Pacific Loan Market Association 

www.aplma.com  

ACT 
Association of Corporate Treasurers 

www.treasurers.org 

 

 

https://www.isda.org/category/legal/benchmarks/
https://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/benchmark-reform/
https://www.lma.eu.com/libor
https://www.lsta.org/
https://www.aplma.com/
https://www.treasurers.org/
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The following text to be included separately at the end of the webpage / document expected to be Published: 

 

The information available in this document is solely for the purpose of providing information; it is not all 
inclusive. Riyad Bank is not providing any legal or regulatory advice or recommendation and you should, 
together with your independent professional advisors, conduct your own analysis on the potential 
impact of benchmark rate reforms, including the LIBOR discontinuation, on your business. 

 


