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A resource to help clients understand
the worldwide transition to a new
lending benchmark.
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How we got here
It starts with LIBOR, which stands for
the London Interbank Ofered Rate.
Created in 1986, LIBOR quickly emerged
as an unregulated proxy for borrowing
rates. It’s calculated daily by ICE
Benchmark Administration, based upon
the anticipated borrowing for certain
global banks on an unsecured basis.
The rate is established through a submission
process by contributor banks based upon actual
inter-bank lending data, but it’s modifed by the
judgment of those banks when sufcient data is
not available.
The fnal rate is used as a benchmark for pricing
roughly $350 trillion of U.S. commercial loans,
derivatives, student loans, mortgages and many
other types of credit.

The problem with LIBOR
Following several scandals that involved
manipulated and/or coordinated LIBOR rate
submissions, the U.K. Financial Conduct Authority
(FCA) began regulating member bank rate
submissions in 2013 and took steps to increase
reliance on actual inter-bank lending data.
In the summer of 2017, the FCA announced that
after 2021 it would no longer compel member
banks to submit LIBOR rates. After then, it would
be up to each member bank to decide whether to
continue submitting LIBOR rates.
LIBOR may continue to exist past 2021, but
could be discontinued as a benchmark rate.

The advent of SOFR
November 2014 marks the frst step in
the search for an alternative to LIBOR.
That’s when the Alternative Reference
Rates Committee (ARRC), a group
sponsored by the Federal Reserve, frst
gathered to identify an alternate set of
reference rates—that were based more
frmly on market transactions.
After considering a number of alternatives, on
June 22, 2017, the ARRC named the Secured
Overnight Financing Rate (SOFR) as its
recommended alternative to the USD LIBOR.1
SOFR is based on the overnight repo markets
with ~ $1 trillion of transactions per day.
Publication of the SOFR rate began in April 2018.
While trading and clearing of SOFR-based swaps
and futures began in May 20182, they are still not
widely available to market participants.

A broad benchmark with
built-in fexibility
According to the ARRC, SOFR “has the widest
coverage of any Treasury repo rate available.”1
SOFR can be used across a wide range of
fnancial products, including derivatives (listed,
cleared and bilateral-OTC) and variable-rate cash
products. And because it’s comprised of the
widest market average available, SOFR has the
ability to evolve with the market.

Outstanding SOFR-linked notional
across all products has grown from
less than $100 billion in May 2018 to
over $9 trillion as of April 2019.2
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What’s next
It’s anticipated that SOFR can be used for
cash products before 2021 ends. In the
meantime, SOFR is expected to co-exist with
LIBOR, as long as LIBOR is published. Because
LIBOR has been used so widely, many will be
impacted by this transition, including:
• Retail customers
• Corporations
• Issuers
• Investors
• Asset managers
• Financial products service providers
• Large fnancial institutions
While a number of variables will afect the actual
transition to SOFR, the current coordination of a
broad range of market participants and commitments
from the private sector should help ensure that the
availability, adoption and transition to SOFR will take
place in a smooth and time-efcient manner.

Fifth Third has established an
enterprise-wide program to prepare for
the changes that will result from the
replacement of LIBOR in your credit
documents, including identifying foating
rate alternatives, and determining
systems/processes requiring changes
to begin ofering other foating rate
alternatives like SOFR.
Fifth Third wants you to know that
when the appropriate time comes, we
intend to follow the market, which we
believe means that we will ultimately
transition your LIBOR-based product
to an alternative rate such as SOFR,
and adjust the applicable spread as
appropriate under prevailing market
standards. It is important to note,
however, that although ARRC has
selected SOFR as the preferred
alternative reference rate to LIBOR,
there is no guarantee that, as the
market matures, SOFR will perform
like LIBOR.
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LIBOR FAQs
Why is a new benchmark rate needed?

Who will be afected by the transition to SOFR?

LIBOR is based on quotes submitted by banks. Its
reputation as the market standard was tainted due
to various scandals that emerged post crisis thus
signaling an inefciency of the 50-year-old benchmark.
Globally, ofcials wanted to gravitate towards a rate
that was not dependent upon submissions but rather
based upon interest rate transactions which are
transparent and provide insight into market liquidity.

Due to the extensive use of USD LIBOR, many will be
impacted, including: retail customers, corporations,
issuers, investors, asset managers, fnancial products
service providers and large fnancial institutions.

What might replace USD LIBOR?
After considering a number of alternatives, on June
22, 2017, the Alternative Reference Rates Committee
(ARRC) named the Secured Overnight Financing
Rate (SOFR) as its recommended alternative to the
USD LIBOR.1
SOFR is considered a “good representation of
general funding conditions in the overnight Treasury
repo market.” 1

What is SOFR and who administers it?
Published daily by the Federal Reserve Bank of
New York, “SOFR is a broad measure of the cost of
borrowing cash overnight collateralized by U.S. Treasury
securities.” 1 With transaction volumes that are far larger
than LIBOR or any other U.S. money market, “it has the
widest coverage of any Treasury repo rate available.” 1

Will SOFR price like LIBOR?
SOFR will not price like LIBOR. LIBOR prices based
upon participant banks providing historical rates from
overnight up to 1 year, to a repository that calculates
a trimmed mean. SOFR prices based upon trading of
instruments that facilitate the borrowing of cash in the
overnight market, on a forward-looking daily basis.

What sort of fnancial products should
reference SOFR?
SOFR can be used as a reference across a broad
range of fnancial products, including—but not limited
to—derivatives (listed, cleared and bilateral-OTC)
and many variable-rate cash products that have used
LIBOR as their reference rate in the past.

What about contracts that use LIBOR as
the underlying reference rate?
It’s recommended that market participants
“understand their contractual fallback arrangements.” 1
Fallback language refers to the legal provisions
in a contract that go into efect if the underlying
referenced rate is discontinued or no longer available.
For cash products, market participants are
recommended to “include more robustfallback
language in LIBOR-based non-derivatives contracts,
including loans, bonds, securitizations, consumer
mortgages, etc. (collectively, ‘cash products’).” 1

Is SOFR here to stay?
Because SOFR is comprised of the widest market
coverage available, it is enabled to evolve with the
market. With the coordination of a broad range of
market participants, as well as commitments from
the private sector, the availability, adoption and
transition to SOFR can take place in a smooth and
time-efcient manner.

When will the benchmark rate transfer from
LIBOR to SOFR?
The ARRC has implemented a paced transition
plan. Over time, the plan calls for establishing “a
baseline level of liquidity for derivatives contracts
referencing SOFR1.
In the meantime, SOFR is expected to co-exist with
LIBOR, as long as LIBOR is published.
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Swap transactions may not be suitable for all entities or persons, involve the risk of loss and should
only be undertaken by those who are Eligible Contract Participants as defned in Section 1(a)18 of
the Commodity Exchange Act. There is no assurance that any transaction will achieve its anticipated
objective. Past performance is not indicative of future results. Any pricing herein represents an
indicative quote only and is subject to change.
About Fifth Third Capital Markets
Fifth Third Capital Markets is the marketing name under which Fifth Third Bank, National Association (“Fifth
Third”) and Fifth Third Financial Risk Solutions (“FTFRS”), a division of Fifth Third, provide financial risk
management products and services, including derivatives products. Fifth Third Bank, National Association, is
a provisionally registered Swap Dealer with the Commodity Futures Trading Commission (“the CFTC”).
Important Notice
FTFRS is subject to Commodity Futures Trading Commission (“CFTC”) rules which require FTFRS to
communicate with clients in a fair and balanced manner based on principles of fair dealings and good faith.
The specific risks presented by a particular swap or derivative transaction necessarily depend upon
the terms of the swap or derivative transaction and your present and future circumstances. In
general, however, all swap or derivative transactions involve one or more of the following risks credit risk, market risk, liquidity risk, funding risk, operational risk, legal and documentation risk,
regulatory risk and/or tax risk. To provide FTFRS clients with a sound basis for evaluating the facts
with respect to a particular swap or derivative transaction, prior to execution clients are encouraged
to review material information disclosed to them during the:
• Onboarding Process: ISDA Protocols, Master Agreement & Credit Support Documentation, or the FTFRS
Bilateral Dodd Frank Agreement

• Pre-Trade Negotiations: Contact FTFRS or visit https://www.53.com/resource-center/swap-dealerdisclosures.html
If after review of this presentation and the disclosures referenced herein, you have any questions,
please contact FTFRS.
It is not intended to provide specifc investment advice or investment recommendations and does
not constitute either a commitment to enter into a specifc transaction or an ofer or solicitation, with
respect to the purchase or sale of any security, fnancial instrument or trading strategy. When discussing
or entering into a swap or derivative transaction with Fifth Third please refer to any transaction specifc
disclosures, material terms and any other documentation provided to you by Fifth Third.
The information contained in this document has been compiled by Fifth Third and includes material
which may have been obtained from information provided by various sources and discussions with
management but has not been verifed or audited. This document also contains confdential material
proprietary to Fifth Third. Except in the general context of evaluating our capabilities, no reliance may
be placed for any purposes whatsoever on the contents of this document or on its completeness. No
representation or warranty, express or implied, is given and no responsibility or liability is or will be
accepted by or on behalf of Fifth Third or by any of its subsidiaries, members, employees, agents or
any other person as to the accuracy, completeness or correctness of the information contained in this
document or any other oral information made available and any such liability is expressly disclaimed.
This document and its contents are confdential and may not be reproduced, redistributed or passed
on, directly or indirectly, to any other person in whole or in part without our prior written consent.
This document is not an ofer and is not intended to be contractually binding. This material and the
accompanying disclosures should not be construed to provide legal, fnancial, accounting or other
advice. You should consult your own attorney or professional advisor when evaluating the material
presented herein or a swap or derivative transaction. Nothing in the material presented or disclosures
provided amends or modifes the terms of any transaction or governing documentation entered into
between you and us.
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