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LIBOR Transition 
Executive Summary

What does this 
document seek to do?
The London Interbank Offered Rate (LIBOR), one of the most 
important reference rates in the financial markets, is set to be 
phased out by the end of 20211. 

This guide aims to give UBS Asset Management (UBS AM) clients:
 – An understanding of why LIBOR is being discontinued and the 
rates which will replace it

 – An overview of how funds and client mandates will be impacted
 – Details of how UBS AM is managing the transition to a post-
LIBOR environment.

 
This communication is not sent to you in connection with any 
Wealth Management, Corporate or Institutional Client  
or Investment Bank relationship you may have with UBS.

1 Certain tenors of USD LIBOR projected now to last until 30.06.23 pending ICE Benchmark Administration (IBA) consultation.

Summary of Impacts

Regulators have announced that by the end of 2021 the 
market should stop relying on LIBOR. Therefore, as a client 
of UBS Asset Management you should be aware of the 
following changes:

UBS funds or client mandates may use LIBOR benchmarks 
for performance measurement and/or in fee calculations. 
LIBOR benchmarks will need to be replaced with alternative 
benchmarks in the relevant documents. 

As an investment manager, AM portfolio managers will 
evaluate the impact of LIBOR discontinuation on LIBOR 
referencing financial instruments.

UBS has established a Group wide transformation initiative to 
ensure a smooth transition to a post-LIBOR environment



The London Interbank Offered Rate (LIBOR) is widely used as a reference rate, reflecting the interest rate on unsecured interbank 
borrowings of designated panel banks.

How it works: every day, a panel of contributing banks submit rates to the LIBOR administrator, ICE Benchmark Administration 
(IBA). They do so for five currencies (USD, EUR, GBP, CHF and JPY) and seven tenors (ON, 1W, 1M, 2M, 3M, 6M and 12M). IBA 
calculates LIBOR as an average from the interest rates submitted by the panel banks, based on the rate at which the submitting 
banks can borrow from other banks.

Over the last few decades, LIBOR and other Interbank Offered Rates (IBORs) served as an efficient and effective set of 
benchmark interest rates, widely used as a reference rate in contracts and for hedging. Globally, more than USD 400 trillion 
notional in derivatives, loans and other banking products are based on IBORs2.

Alternative reference rates (ARRs), also known as risk-free rates (RFRs), have been identified as a replacement – although finding one 
for LIBOR is no easy task. LIBOR rates are linked to contracts worth trillions of US dollars. This is why UBS is actively involved during the 
transition process with regulators, central banks and industry bodies: we want to ensure a smooth transition for our clients.

ARRs are already in use in certain jurisdictions. They are linked to active underlying markets and are considered to be more robust 
than LIBOR. We support the transition to ARRs and are committed to help our clients navigate through the world beyond LIBOR.

Why is LIBOR being replaced?
LIBOR was introduced in 1969, when one of the first syndicated loans for USD 80 million was pegged to LIBOR2. LIBOR is 
calculated by ICE Benchmark Administration (IBA) from submissions selected by panel banks of the unsecured interbank 
borrowings (i.e. the rate the banks either pay or would expect to pay to borrow from one another). Over the decades, LIBOR 
and other Interbank Offered Rates (IBORs) served as an efficient and effective set of benchmark interest rates. 

Globally, more than USD 400 trillion notional in derivatives, loans and other financial products are based on IBORs3. IBORs are 
also hardwired into many financial processes, including valuations and risk management.

Following the financial crisis, the number of transactions on the unsecured interbank market significantly decreased as banks 
became increasingly unwilling to lend to one another on an unsecured basis. As the underlying market that LIBOR seeks to 
measure is no longer sufficiently active, LIBOR is sustained by the use of expert judgement by the panel banks to form many of 
their submissions. This raised questions about the sustainability of the LIBOR framework.

Ultimately, in 2017, the UK’s Financial Conduct Authority announced it would not compel panel banks to continue to provide 
LIBOR submissions beyond the end of 2021. Thereafter, discussions around the transition away from LIBOR rapidly advanced and 
market participants started preparing for the transition to alternative reference rates, which aim to support a sound and resilient 
financial market.

UBS AM’s Position
 – Internationally recognized and sustainable reference rates are the cornerstone for efficient and functioning financial markets.  
UBS supports the transition from LIBOR and other IBORs to new reference rates and is actively involved in industry discussions  
with all market participants.

 – We are contributing to the industry dialogue with regulators, central banks and industry bodies on the identification of new reference 
rates that ensure continuity for all LIBOR-based products and, as a consequence, support the resilience of the financial markets.

 – We have set up a cross-divisional and cross-functional change program to assess and address the impact of the LIBOR transition on 
processes, systems, documentation and product offering, among others.

A brief recap of LIBOR  
and beyond

2 Source: Reuters, August 2012
3 BIS Quarterly Review, March 2019 2



What are the main Alternative Reference Rates?
Different jurisdictions have developed different methodologies for their new ARRs, these are all at different stages in terms of 
market liquidity and development. These ARRs are managed by different administrators, as outlined below.

How do these ARRs differ to LIBOR?
The alternative rates are structurally different from LIBOR and are not economic equivalents to LIBOR in any of the respective 
currencies.

Will the ARRs have forward looking term structures?
The ARRs developed to date are overnight rates. There are several ongoing efforts by the ARR working groups looking to develop 
forward looking term structures for the ARRs (except for SARON). However, a forward looking term rate requires sufficient depth in 
the ARR derivatives market in order to be able to calculate the rate, so they may not be fully available for use by 2021.

What are ARR Compounded Index Rates?
An alternative to forward looking term structures is to provide the result of compounding a daily rate over a period (such as 30, 
90, 180 days) and publishing these as indices. This may assist some market participants to adopt these rates as it can limit the 
amount of daily compounding calculations required.

Compounded indices for SONIA have been published by the Bank Of England since 3rd August 2020. In March 2020, the Federal 
Reserve began publishing 30-, 90-, and 180-day SOFR averages (as well as a SOFR Index) and SIX began publishing 1-, 3- and 
6-month compounded SARON indices, (calculated in arrears).  
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Jurisdiction Working Group Alternative Rate Secured  
vs. Unsecured

 Rate  
Administration

Tenors

U.S. Alternative Reference 
Rates Committee

Secured Overnight 
Financing Rate (SOFR)
Available: 
3 April 2018

Secured Federal Reserve Bank 
of New York

Overnight
30-, 90-, 180-day 
Compounded SOFR 
averages / SOFR index   
Term rate planned,  
H1 2021

U.K Working Group on 
Sterling Risk-Free 
Reference Rates

Reformed Sterling 
Overnight Index 
Average (SONIA)

Unsecured Bank of England Overnight
Compounded SONIA 
averages and index 
Term rate planned,  
Q1 2021

Switzerland The National Working 
Group on Swiss Franc 
Reference Rates

Swiss Average Rate 
Overnight (SARON)

Secured SIX Swiss Exchange Overnight
1-, 3-, 6-month 
compounded SARON 
in arrears
Term rate not expected

Japan Study Group on Risk-
Free Reference Rates

Tokyo Overnight 
Average Rate (TONA)
Available: 
1 November 1997

Unsecured Bank of Japan Overnight 
Term rate planned, 
mid-2021

Euro Area Working Group on 
Euro Risk-Free Rates 

Euro Short-Term Rate 
(€STR)
Available since: 
2 October 2019

Unsecured European Central 
Bank (ECB)

Overnight
Term rate planned

Components LIBOR ARRs

Methodology Methodology based on a waterfall methodology SOFR, SONIA, €STR, SARON and TONA are 
anchored in real transactions 

Term Published for 7 maturities from overnight up to 
one year

Currently only available overnight 

Credit Risk Includes a risk adjustment to account for 
interbank credit spread and tenor 

There is minimal credit spread adjustment as 
the ARRs are overnight rates and some ARRs 
are secured 

Rate The rate is set at the beginning of the period The rate is based on daily observations and is 
only known at the end of the period 
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How LIBOR transition impacts AM clients

1.  UBS funds or client mandates may use LIBOR benchmarks for performance measurement and/or in fee calculations. For client 
mandates alternative benchmarks will require client agreement. LIBOR benchmarks will need to be replaced with alternative 
benchmarks in the relevant documents. 

2.  AM portfolio managers will evaluate the impact of LIBOR discontinuation on LIBOR referenced financial instruments  (derivatives, 
floating rate securities, loans) held in each client mandate/fund's portfolio and the portfolio manager will determine the best course 
of transition, which may include: 

 – Transitioning the portfolio to newly-issued financial instruments that reference alternative reference rates;
 – Ensuring appropriate fallback language addressing LIBOR discontinuation is included in documents governing financial  

instruments purchased by a fund; or client mandate
 – Terminating financial instruments which reference LIBOR prior to LIBOR discontinuation where possible.

UBS AM LIBOR transition is underway and during 2021 your Client Relationship Manager (CRM) will be engaging with you on 
the transition. Listed below are some of the key aspects of the transition that UBS are addressing and for you to be aware of.

UBS AM transition activities For your awareness 

Electing replacement 
benchmarks

We will amend fund and client mandates 
documents referencing LIBOR benchmarks once 
agreements are reached.

Ensure all new funds or mandates use new 
reference rate targets and benchmarks

Review ARR proposals put forward by your CRM in 
forthcoming outreach meetings in H1 2021.

Ensure mandate amendments are brought to the 
attention of your legal teams in a timely manner.

Economic impact as a 
result of transitioning  
to ARRs

UBS AM will engage clients on preferred 
replacements and timelines prior to  
implementing benchmark updates

While UBS AM maybe one of your investment 
managers, consider the collective economic impact 
of transitioning from your current LIBOR referenced 
benchmarks and targets to ARR. Additionally,  as 
ARRs are not economic equivalents to LIBOR 
rates, consider whether ARRs are an adequate 
replacement for your specific need.

Communication In 2021, UBS AM CRMs will conduct client  
outreach to discuss options and approaches

Plan sufficient time to engage with your CRM for 
benchmark transition discussions.

Fund Governance We will be reaching out to clients and  
fund boards (where applicable) in due  
course on amending fund benchmarks  
that reference LIBOR.

Please take notice of future UBS AM communications

5 ARRs have been 
identified to replace  
the 5 LIBOR rates

UBS AM is aligned with market participants in 
recognising  the target ARRs put forward by the 
National Working Groups (NWG) in the  
5 jurisdictions.

Transition to ARR is an industry-led initiative 
supported by regulators but not mandated by them. 

Transitioning to new  
ARR products

Our portfolio managers will evaluate  the impact 
of LIBOR discontinuation on LIBOR referenced 
financial instruments held in mandate/fund's 
portfolio and will determine the best course of 
transition

Sufficient liquidity build-up is required to facilitate 
the transition to the new RFRs, as well as the 
development of forward-looking term structures. 
Widespread and simultaneous market adoption is 
required to enable orderly and controlled transition.

Fallback language Our portfolio managers monitor LIBOR exposure 
and relevant fallback language

Financial contracts contained short-term or temporary 
solutions to LIBOR disruption, therefore existing 
fallback methodologies may not be suitable for the 
long term.

The market anticipates that instrument issuers will 
be engaging with holders of impacted securities  
to confirm a suitable fallback rate before the end 
of 2021.

In an economic crisis, 
ARRs will behave 
differently from LIBOR

Despite the impact of COVID-19 on markets,  
we recognise the need to transition away from 
LIBOR and portfolio managers continue transition 
to new ARR  products where liquidity is available.

The COVID-19 pandemic has illustrated  differences 
in spread between LIBOR-ARR today, this may not 
be the same under different market conditions.
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Key Takeaways
 –LIBOR is expected to be ceased after 2021  
and the time to plan is now.

 –UBS AM will engage with clients in H1 2021  
to discuss LIBOR references within mandates 
and will propose benchmark replacement rates.

 –UBS AM will monitor liquidity in ARRs and 
manage funds that are invested in LIBOR 
instruments.

 –AM is actively engaged with other UBS business 
divisions and with the industry to identify 
challenges and collaborate on solutions as  
we navigate transition from LIBOR.

 –Please do not hesitate to contact your client 
relationship manager for any queries.



For marketing and information purposes by UBS.  
For professional clients / qualified / 
institutional investors only.
This document does not replace portfolio and 
fund-specific materials. Commentary is at a macro 
or strategy level and is not with reference to any 
registered or other mutual fund.

Americas
The views expressed are a general guide to the views 
of UBS Asset Management as of December 2019. 
The information contained herein should not be 
considered a recommendation to purchase or 
sell securities or any particular strategy or fund. 
Commentary is at a macro level and is not with 
reference to any investment strategy, product 
or fund offered by UBS Asset Management. The 
information contained herein does not constitute 
investment research, has not been prepared in line 
with the requirements of any jurisdiction designed 
to promote the independence of investment 
research and is not subject to any prohibition on 
dealing ahead of the dissemination of investment 
research. The information and opinions contained 
in this document have been compiled or arrived 
at based upon information obtained from sources 
believed to be reliable and in good faith. All such 
information and opinions are subject to change 
without notice. Care has been taken to ensure 
its accuracy but no responsibility is accepted for 
any errors or omissions herein. A number of the 
comments in this document are based on current 
expectations and are considered “forward-looking 
statements.” Actual future results, however, 
may prove to be different from expectations. 
The opinions expressed are a reflection of UBS 
Asset Management’s best judgment at the time 
this document was compiled, and any obligation 
to update or alter forward-looking statements 
as a result of new information, future events or 
otherwise is disclaimed. Furthermore, these views 
are not intended to predict or guarantee the future 
performance of any individual security, asset class 
or market generally, nor are they intended to 
predict the future performance of any UBS Asset 
Management account, portfolio or fund.

EMEA
The information and opinions contained in this 
document have been compiled or arrived at based 
upon information obtained from sources believed to 
be reliable and in good faith, but is not guaranteed 
as being accurate, nor is it a complete statement or 
summary of the securities, markets or developments 
referred to in the document. UBS AG and / or other 
members of the UBS Group may have a position 
in and may make a purchase and / or sale of any 
of the securities or other financial instruments 
mentioned in this document. Before investing in a 
product please read the latest prospectus carefully 
and thoroughly. Units of UBS funds mentioned 
herein may not be eligible for sale in all jurisdictions 
or to certain categories of investors and may not be 
offered, sold or delivered in the United States. The 
information mentioned herein is not intended to 
be construed as a solicitation or an offer to buy or 
sell any securities or related financial instruments. 
Past performance is not a reliable indicator of 
future results. The performance shown does 
not take account of any commissions and costs 
charged when subscribing to and redeeming units. 
Commissions and costs have a negative impact 
on performance. If the currency of a financial 
product or financial service is different from your 
reference currency, the return can increase or 
decrease as a result of currency fluctuations. This 
information pays no regard to the specific or future 
investment objectives, financial or tax situation 
or particular needs of any specific recipient. The 
details and opinions contained in this document 
are provided by UBS without any guarantee or 
warranty and are for the recipient’s personal use 

and information purposes only. This document may 
not be reproduced, redistributed or republished 
for any purpose without the written permission of 
UBS AG. This document contains statements that 
constitute “forward-looking statements”, including, 
but not limited to, statements relating to our future 
business development. While these forward-
looking statements represent our judgments and 
future expectations concerning the development 
of our business, a number of risks, uncertainties 
and other important factors could cause actual 
developments and results to differ materially from 
our expectations.

UK
Issued in the UK by UBS Asset Management (UK) Ltd. 
Authorised and regulated by the Financial Conduct 
Authority.

APAC
This document and its contents have not been 
reviewed by, delivered to or registered with any 
regulatory or other relevant authority in APAC. This 
document is for informational purposes and should 
not be construed as an offer or invitation to the 
public, direct or indirect, to buy or sell securities. 
This document is intended for limited distribution 
and only to the extent permitted under applicable 
laws in your jurisdiction. No representations 
are made with respect to the eligibility of any 
recipients of this document to acquire interests in 
securities under the laws of your jurisdiction. Using, 
copying, redistributing or republishing any part of 
this document without prior written permission 
from UBS Asset Management is prohibited. Any 
statements made regarding investment performance 
objectives, risk and/or return targets shall not 
constitute a representation or warranty that 
such objectives or expectations will be achieved 
or risks are fully disclosed. The information and 
opinions contained in this document is based upon 
information obtained from sources believed to 
be reliable and in good faith but no responsibility 
is accepted for any misrepresentation, errors or 
omissions. All such information and opinions are 
subject to change without notice. A number of 
comments in this document are based on current 
expectations and are considered “forward-
looking statements”. Actual future results may 
prove to be different from expectations and any 
unforeseen risk or event may arise in the future. 
The opinions expressed are a reflection of UBS 
Asset Management’s judgment at the time this 
document is compiled and any obligation to update 
or alter forward-looking statements as a result of 
new information, future events, or otherwise is 
disclaimed. You are advised to exercise caution in 
relation to this document. The information in this 
document does not constitute advice and does not 
take into consideration your investment objectives, 
legal, financial or tax situation or particular needs 
in any other respect. Investors should be aware that 
past performance of investment is not necessarily 
indicative of future performance. Potential for profit 
is accompanied by possibility of loss. If you are in any 
doubt about any of the contents of this document, 
you should obtain independent professional advice.

Australia 
This document is provided by UBS Asset 
Management (Australia) Ltd, ABN 31 003 146 290 
and AFS License No. 222605.

China 
The securities may not be offered or sold directly 
or indirectly in the People’s Republic of China (the 
“PRC”). Neither this document or information 
contained or incorporated by reference herein 
relating to the securities, which have not been 
and will not be submitted to or approved/
verified by or registered with the China Securities 
Regulatory Commission (“CSRC”) or other relevant 

governmental authorities in the PRC pursuant to 
relevant laws and regulations, may be supplied to 
the public in the PRC or used in connection with any 
offer for the subscription or sale of the Securities in 
the PRC. The securities may only be offered or sold 
to the PRC investors that are authorized to engage in 
the purchase of Securities of the type being offered 
or sold. PRC investors are responsible for obtaining 
all relevant government regulatory approvals/
licenses, verification and/or registrations themselves, 
including, but not limited to, any which may be 
required from the CSRC, the State Administration 
of Foreign Exchange and/or the China Banking 
Regulatory Commission, and complying with all 
relevant PRC regulations, including, but not limited 
to, all relevant foreign exchange regulations and/or 
foreign investment regulations.

Hong Kong 
This document and its contents have not been 
reviewed by any regulatory authority in Hong Kong. 
No person may issue any invitation, advertise¬ment 
or other document relating to the Interests whether 
in Hong Kong or elsewhere, which is directed at, or 
the contents of which are likely to be accessed or read 
by, the public in Hong Kong (except if permitted to 
do so under the securities laws of Hong Kong) other 
than with respect to the Interests which are or are 
intended to be disposed of only to persons outside 
Hong Kong or only to “professional investors” within 
the meaning of the Securities and Futures Ordinance 
(Cap. 571) and the Securities and Futures (Professional 
Investor) Rules made thereunder.

Japan 
This document is for informational purposes only and 
is not intended as an offer or a solicitation to buy or 
sell any specific financial products, or to provide any 
investment advisory/management services.

Korea
The securities may not be offered, sold and 
delivered directly or indirectly, or offered or sold 
to any person for re-offering or resale, directly 
or indirectly, in Korea or to any resident of Korea 
except pursuant to the applicable laws and 
regulations of Korea, including the Capital Market 
and Financial Investment Business Act and the 
Foreign Exchange Transaction Law of Korea, the 
presidential decrees and regulations thereunder 
and any other applicable laws, regulations or rules 
of Korea. UBS Asset Management has not been 
registered with the Financial Services Commission 
of Korea for a public offering in Korea nor has 
it been registered with the Financial Services 
Commission for distribution to non-qualified 
investors in Korea.

Taiwan
This document and its contents have not been 
reviewed by, delivered to or registered with any 
regulatory or other relevant authority in the 
Republic of China (R.O.C.). This document is 
for informational purposes and should not be 
construed as an offer or invitation to the public, 
direct or indirect, to buy or sell securities. This 
document is intended for limited distribution and 
only to the extent permitted under applicable 
laws in the Republic of China (R.O.C.). No 
representations are made with respect to the 
eligibility of any recipients of this document to 
acquire interests in securities under the laws of the 
Republic of China (R.O.C.).
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