
 
 
 
 
  
 

If your firm or company provides debt funding, receives debt funding or has entered into derivative transactions 
then it is likely that amounts payable under those contracts will be determined by reference to LIBOR.  

I heard that the way LIBOR is calculated is 
changing, but what is changing? 
 
Currently LIBOR is calculated by reference to 
quotes provided by panel banks.  However, on 27 
July 2017, the Financial Conduct Authority’s chief 
executive published a speech stating that by the 
end of 2021 it would no longer persuade or 
compel banks to submit LIBOR quotes. 
 
In the absence of being ‘persuaded or 
compelled’, panel banks have indicated that they 
will no longer provide LIBOR quotes after the end 
of 2021.  
 
Ideally, loan and derivative markets will adopt a 
uniformed approach to avoid payment mis-
matches in structured finance transactions that 
consist of loans and interest rate hedges.  
 
As of today’s date, there is no consensus on (i) 
how LIBOR will be calculated; and (ii) how it will 
be dealt with in documentation for existing and 
future transactions. This means a new method 
for calculating LIBOR will need to be developed. 
 

What is the most efficient way of dealing with this in my 
funding documents? 
 
The simplest way to amend documentation to account or 
mitigate the changes to how LIBOR is calculated is to agree 
a bilateral amendment with your counterparty. However, 
where you have multiple funding contracts with multiple 
counterparties this could be a time consuming, document 
intensive and costly process.  
 
Fortunately, it is relatively easy to amend existing 
derivatives contracts by using the ISDA protocol system. In 
essence, the ISDA protocol system enables specified 
amendments to be made to derivatives contracts entered 
into by two parties who have both executed protocol 
adherence letters.  
 
This method has been used to amend existing derivatives 
contracts to reflect market developments on negative 
interest rates, tax and regulatory developments (such as 
derivatives reporting, clearing and margin rules). 
 
Unfortunately, no equivalent system exists in the loan 
market. As a result, parties may need to undertake multiple 
amendment processes with different parties. 
  

Conclusion 
 
There is no ready-made or obvious replacement for the calculation of LIBOR. Consequently, businesses and funders 
should have this point at the front of their mind when entering into new funding transactions that terminate later 
than 2021 as it may impact the pricing and documentation for such transactions.   
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