Cross-Industry Forum on Interest Rate Benchmarks
Minutes for the September 9, 2022 Meeting
4:00—5:00 PM
(The second meeting, via conference call)

I. Exchanging Information on the LIBOR Transition
(1) Domestic and international developments in the LIBOR transition

» The Secretariat (Market Infrastructure Division at the Financial Markets Department, Bank
of Japan) discussed domestic and international trends on the LIBOR transition.

(2) Exchanging opinions on the progress of the LIBOR transition

* First, bank members made the following comments on the progress in the transition from
JPY LIBOR and GBP LIBOR, which were ceased at the end of 2021.

— Among contracts referencing synthetic yen LIBOR and synthetic sterling LIBOR, the
transition had not been completed only in the contracts of syndicated loans in which other
banks were lead agents. The number of such contracts was limited and the transition was
expected to be completed by the end of 2022.

—The transition of existing contracts referencing JPY LIBOR had been virtually completed.
As for those referencing GBP LIBOR, there was also only a limited number of contracts
that needed to be transitioned. But some contracts referencing 6-month synthetic sterling
LIBOR remained in private finance initiative (PFI) loans and syndicated loans led by other
banks in the United Kingdom, so the transition would be continued with due attention to
the timing of the cessation of synthetic sterling LIBOR.

» Next, a securities company member and bank members made the following comments on
the transition from USD LIBOR, which will be ceased at the end of June 2023.

— With respect to financial products owned by Japanese financial institutions and non-
financial corporates, both the amount outstanding and the number of contracts of cash
products referencing USD LIBOR that required the transition were similar to or exceeded
those of cash products referencing JPY LIBOR. Market participants therefore needed to
have a sense of urgency in their preparations for the cessation of USD LIBOR. In other
words, the transition should be carried out ahead of time by an active conversion, rather
than simply relying on the federal LIBOR legislation in the United States. In any case, it



was necessary to consider and decide on in what way the transition would be carried out
in individual contracts by the end of 2022, to transition via, for example, an active
conversion, an insertion of fallback provisions through changes in the conditions of the
contract, or an adoption of legislative measures. Given that this process required effort,
there was little time left.

— Initiation of new transactions referencing USD LIBOR had already been ceased. As for
existing transactions, although there was some difference between Japan and overseas in
terms of the timing of the transition, a target period of between the end of 2022 and the
end of March 2023 had been set for making changes to contracts, and customers were given
a thorough explanation on the timeline. There had not been any particular challenges
recognized at the moment, but attention needed to be paid because the transition could not
be done independently in many of the remaining contracts, as they were, for example,
overseas project finance loans and syndicated loans led by other banks.

— In line with recommendations issued by the U.S. authorities, initiation of new transactions
referencing USD LIBOR had been ceased, excluding some exceptions that were allowed.
With respect to existing transactions, progress had been made in the transition so it would
be completed by the target dates that had been set voluntarily. In the Japanese office, the
end of 2022 had been set as the target date for completing the transition, and full-scale
negotiations with customers had been carried out since July with a goal of completing the
transition by the end of the year. Although the transition was to be generally proceeded in
accordance with requests from customers, a fallback to SOFR Compounding (fixing in
arrears) had been suggested as a replacement benchmark and a transition method for
derivatives and for loans combined with derivatives (swaps) and an active conversion to
Term SOFR had been suggested for general loans. In this situation, it was not expected to
simply rely on the federal LIBOR legislation in the United States.

+ Based on the above comments, the chair summarized that there had not been problems with
respect to the transition from JPY LIBOR, and that although the number of contracts
referencing synthetic sterling LIBOR was limited, the transition required preparation which
took into account the timeline for the cessation. With regard to USD LIBOR, the chair noted
that a full-scale transition had been taking place, but that there were some comments on the
limited time left for the transition. He then added that he expected this sort of information
sharing to be continued at the Forum.



I1. Trends on Alternative Interest Rate Benchmarks in the Japanese Markets
(1) Efforts on the enhancement of reliability and robustness of TIBOR

» The Japanese Bankers Association TIBOR Administration (JBATA) reported on efforts on
the enhancement of reliability and robustness of TIBOR.

(2) Exchanging opinions on the usage of each interest rate benchmark

+ Securities company members commented on the usage of Japanese yen interest rate
benchmarks as follows.

— Among publicly offered bonds in Japan, some new hybrid bonds had been issued in which
the coupons, after the first call date, used either TONA Compounding (fixing in arrears),
yields on Japanese government bonds, or TIBOR. There had also been some bonds for
which the use of TORF was considered, but those bonds were not issued after all. Interest
rate benchmarks were chosen based on investor needs and/or the market environment,
partly because these bonds were highly likely to be redeemed on the first call date. Among
privately placed bonds, TONA Compounding (fixing in arrears) was referenced in many
of the privately placed structured bonds that were newly issued.

— Although TIBOR was used in some derivatives, TONA Compounding (fixing in arrears)
was chosen in all other new transactions. TORF was not actively suggested to customers
at the moment. Given that in the future there would be events such as the cessation of
Euroyen TIBOR, it was planned to continue in-house discussions so as to be able to
respond flexibly to, for example, changes in customer needs.

+ Based on the above comments, the chair summarized that members had shared information
on how they were choosing various benchmarks as replacement rates for JPY LIBOR based
on factors such as the purpose of transactions and customer needs. He added that he would
like participants to continue exchanging opinions at the Forum and facilitate the smooth use
of Japanese yen interest rate benchmarks.

I11. AOB

» The Secretariat discussed the handling of the minutes and the schedule for the next meeting.
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