
This is an important guidance note in respect of IBOR transition, providing information 
about how the transition might influence various IBOR based products. 
Interbank Offered Rates (“IBORS”) are expected to be replaced by new risk-free rate (“RFRs”) across the  
global financial markets. Based on statements by the FCA, the expectation is that the London Interbank Offered  
Rate “LIBOR” will no longer be a credible lending rate after the end of 2021. Work is also underway for the replacement 
of other global IBORs. Coutts & Co supports this transition, which may impact products you have purchased or  
may be considering purchasing from Coutts & Co.

There is still considerable work being done across the industry to develop new RFRs. Given the complexity  
of changes to these critical benchmarks of the global financial system we want to share some information with  
you now about the anticipated transition. 

It is likely that the process to replace IBORs will have an impact on both new and existing transactions. 

Alternative Options 
For LIBOR, the Bank of England’s Working Group on Sterling Risk-Free Reference Rates has recommended the 
“Sterling Overnight Index Average” (“SONIA”) as its preferred option. In the US the Alternative Reference Rate 
Committee has recommended the Secured Overnight Financing Rate (“SOFR”). The RFR working group for Euro 
has also announced its proposal on RFRs but transition work in the Euro is not as advanced as it is for Sterling 
and the US Dollar. 
 
Whilst the market for alternative RFRs is still developing, there are many instances where references to existing 
IBOR rates may continue to be appropriate. For those products (either new or existing) we would hope to transition 
to the alternative RFRs by the end of 2021, or in some cases earlier. We will work with you on that transition. Given 
the current market developments in this area, we are unable to predict whether or not there may be costs involved 
in the transition process. We will seek to apply an approach consistent with market participants. 

If you have different and linked IBOR products 
In line with the general market consensus on this issue, we consider that it may also be prudent to include 
fallback provisions in our documentation should an IBOR cease to be published prior to the relevant transition being 
completed. This may take the form of a roadmap to determine a replacement rate or reference to a specific replacement 
rate. As the market develops in the alternative RFRs, it is possible that fallbacks could be triggered at different times 
and/or reference different rates across different product sets. Therefore, there is a risk that fallbacks may not apply in 
the same way across different or linked products which may result in additional costs to either party to the transaction.

IBOR TRANSITION  
Helping you to prepare

Any questions? 
If you would like to 
know more or have any 
questions, please contact 
your Private Banker.

What’s next? 
We are working closely with our regulators, market participants,  
industry bodies and trade associations, to consider how the regulatory 
objective of eliminating reliance on IBORs to improve global financial 
stability can best be implemented. 

We will continue to update you on developments throughout the 
transition process including how these market-wide changes are likely  
to affect your day-to-day relationship with Coutts & Co and the products 
that you have purchased or, may be considering purchasing from  
Coutts & Co. 

We would advise you to seek independent advice on how the transition 
may affect you in respect of your particular arrangements.
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