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Welcome

Today is the second workshop event jointly hosted by the AFB and BCS Consulting
Our aim is for the workshop to be as engaging, interactive and informative as possible

Please feel free to offer your insight, experience and ideas on all topics - we will be following
Chatham House rules

The high-level format for topics during the workshop is as follows:

INTRODUCE
(BCS team)

DISCUSS SHARE
(BCS team and groups) (BCS team and groups)

Expect Excellence
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Who are BCS?

WHO ARE WE?

We are an employee-owned
management consultancy
committed to delivering
excellence in everything we do.

It's a unique position to be in and
one that inspires us all to work to
the highest standards because
OUR business depends on it.

WE PROVIDE
SOLUTIONS
ACROSS

What'’s good for our business
is good for your business
because it means that when
your customers expect more
choice, control, flexibility and
value, you can rely on us to
help you deliver it.

TECHNOLOGY
&DIGITAL

PROGRAMME PERFORMANC \

& CHANGE = A

DELIVERY IMPROVEMENT SOFTWARE
4

@ CONSULTING
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RETAIL CORPORATE
WE WORK IN BANKIN BANKING
v
ASSET &
CAPITAL WEALTH
MARKETS INSURANCE MANAGEMENT

WHAT DO WE DO?

We provide outstanding
consulting solutions for the
digital world. Working as
trusted partners, our
consultants add value to
projects from conception to
delivery and can blend
seamlessly into your existing
teams to bring about change
and embed it smoothly.

WHERE DO WE EXCEL?

We are focused on Financial
Services, specifically Retalil
and Corporate Banking,
Capital Markets, Insurance
and Asset and Wealth
Management where we can
help maximise your potential
in today’s technology-driven
financial landscape.
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Introducing the BCS team

MARK ANDROSIUK
MANAGING CONSULTANT

GAVIN O'ROURKE
MANAGING DIRECTOR

Mark.androsiuk@bcsconsulting.com

Gavin.orourke@bcsconsulting.com

JOSEPHINE SEYMOUR
PRINCIPAL CONSULTANT

ROBERT WALLACE
PRINCIPAL CONSULTANT

Robert.wallace@bcsconsulting.com Josephine.seymour@bcsconsulting.com

LAWRENCE ANDERSON
DIRECTOR

HARRY CALLAWAY
| SENIOR CONSULTANT

Harry.callaway@bcsconsulting.com Lawrence.anderson@bcsconsulting.com

el ; lAFE
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Trust equation: Gavin – summary of credentials + something personal about him + how BCS get most of our business through repeat clients because we’re trusted and reliable + state our self-interest

Quick intros:
Mark is….senior programme manager with cap markets experience and is our LIBOR lead
Rob is a programme manager, with lots of experience delivering transformation across the lending process
Josie is one of experienced change delivery and conduct risk SMEs and is now applying those expertise to LIBOR Transition
Harry is one of our LIBOR SMEs who keeps closely engaged with industry bodies and is actively delivering LIBOR transition for one our clients
Lawrence leads our programme delivery service line

mailto:Gavin.orourke@bcsconsulting.com
mailto:Mark.androsiuk@bcsconsulting.com
mailto:Harry.callaway@bcsconsulting.com
mailto:Josephine.Seymour@bcsconsulting.com
mailto:Robert.wallace@bcsconsulting.com
mailto:Lawrence.anderson@bcsconsulting.com
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Agenda

Introduction and welcome
2 LIBOR transition — background

Focus for today

4 Focus 1: Contract discovery, exposure
calculations and fallback language remediation

@ CONSULTING
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Focus 2: Managing conduct risk

Focus 3: RFR product readiness

Conclusion and wrap up

How BCS Consulting can help

@ AFB


Presenter
Presentation Notes
Thanks Gavin today is going to cover the following
Brief reminder on the background


08:30 – registration and networking – 30min
09:00 – Welcome, about BCS, introducing the team - 5 min – Gavin
09:05 
Agenda
Background – Mark
RFRs – Mark
Timeline 2020 – Mark
What does it mean for banks – Mark
What is the focus for today – Mark
Survey findings confidence - Mark
09:15 - Breakout 1 – 25 min : Intro – 5 min, breakout 10 min, discuss and present recommendations 10 min – Rob (potentially shorter)
09:40 - Breakout 2 – 25 min : Intro – 5 min, breakout 10 min, discuss and present recommendations 10 min - Josie
10:05 - Breakout 3 – 25 min : Intro – 5 min, breakout 10 min, discuss and present recommendations 10 min - Harry
10:30 - Conclusion and wrap up – 5 min - Mark
10:35 - How BCS can help – 5 min - Mark
10:40 – buffer / networking – 20 min
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LIBOR transition background - why is LIBOR being
replaced?

it

=

1111

Decline in the liquidity Charges of attempted Reluctance from LIBOR Systemic risk due to the

within the interbank manipulation and false panel banks to submit uncertainty surrounding

unsecured funding reporting quotes the durability of IBORS
markets

The Financial Authority (FCA) has stated that it will not compel banks to submit LIBOR quotations after 2021 and that market
participants must transition to alternative rates before this date.

66

The discontinuation of LIBOR should not be considered a remote probability
'‘black swan’ event. Firms should treat it is as something that will happen and
which they must be prepared for @ @

Andrew Bailey, Chief Executive, FCA, July 2019

@CONSULTING @ AF B
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Building on what I understand you've covered in the previous Association sessions as the regulators have been saying for some time now that the discontinuation of LIBOR will happen and the industry needs to be prepared and transition away from it

IBOR replacement is a global activity, today we’re focusing on LIBOR specifically

A reminder on why it's being replaced, of course there was a number of scandals surrounding LIBOR however the main reason is that the decline in liquidiy of the short term funding markets LIBOR quotes have been increasingly based on estimates, or “expert judgment” and the regulators want the market to move away from this
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What are the alternatives to LIBOR?

Working groups in the various LIBOR currency jurisdictions have been working on selecting risk-free reference rates (RFRs) as

a replacement benchmark for LIBOR.

What is the difference between LIBOR and RFRs?

* RFRs are backward-looking overnight rates based on actual transactions whereas LIBOR is a forward looking term rate
* RFRs are near risk-free rates while LIBOR incorporates credit and term liquidity premiums

Jurisdiction

Working Group

Description

Working Group on Sterling Risk Free

Calculated based on the rates paid on eligible overnight

UK g(e)fl;l:ﬁw:ed Sterling Overniaht Index Reference Rates (RFRWG) unsecured deposit transactions
9 9 Administered by the Bank of England
. Alternative reference rates committee Based on overnight transactions in the U.S dollar treasury
SOFR:
us Secured Overnight Financing Rate e TERE MENEE
9 9 Administrated by the Federal Reserve
ESTR: Working group on risk free reference Based on the wholesale euro unsecured overnight borrowing
Eurozone ; rates for the Euro area costs of banks in the euro area

Euro Short-Term Rate

Administered by the ECB

SARON:

Switzerland Swiss Average Rate Overnight

National working group on CHF
reference rates

Based on overnight transactions in the Swiss Franc repo
market
Administered by SIX

TONAR:

Japan Tokyo Overnight Average Rate

Study group on risk free reference rates

Unsecured and overnight
VWAP of transactions
Administered by Bank of Japan

@ CONSULTING
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MA speaker notes:

The various currency jurisdictions have been selecting risk free reference rates (RFRs) to replace LIBOR

STERLING – SONIA
US DOLLAR - SOFR 
EURO - ESTR
SWISS FRANC - SARON
YEN - TONAR

Key difference between these and LIBOR is that they are backward-looking overnight rates based on actual transactions whereas LIBOR is a forward looking term-rate structure

Worth noting that on a recent LMA call I attended they are clearly saying that the development of forward looking term rates with RFRs is unlikely and it is suggested that this is not planned for within your transition programmes
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Regulatory expectations and market developments

2020 2021 I

03/20 - Convention for sterling interest rate swaps from LIBOR to SONIA

03/20 - Key infrastructure available from Treasury Management Systems and Loans vendors to use compounded SONIA
03/20 - ISDA protocol expected to be published, introducing amended fallback terms for IBORs in definitions and protocol

06/20 - Expected target adoption for new ISDA protocol

06/20 - End users of loan systems ready to support SONIA syndicated loans & critical internal dependencies
addressed

Key milestones

‘ 09/20 - Cease issuance of cash products linked to sterling LIBOR maturing beyond 2021

03/21 - Demonstrate significant reduction in stock of LIBOR
referencing contracts

|

2020 is the critical year for implementation

@cor\lsuume @ AFR
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MA notes:

Priorities and milestones recently published by the sterling RFR WG which are supported by the PRA and FCA

the message to take away here is that 2020 is a critical year for LIBOR transition and will see continued significant scrutiny from regulators as they have contacted senior managers responsible to set out their expectatations

Key dates i would highlight are:

Q3 2020 – target to cease issuing cash products linked to libor
Q1 2021 – target to demonstrate a 'Significant' reduction of stock referencing libor

(Only a handful of Sonia loans have been signed so far, and the vast majority of banks are still not offering them as a matter of course. That said, the best way to prepare for the Libor transition is to stop signing new deals on Libor – so an aggressive deadline might be a step in the right direction)
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What does the LIBOR transition mean for banks?

Remediation of legacy LIBOR-linked transactions that mature after
2021
|

Contract discovery: Identify all contracts with direct or indirect LIBOR
provisions

Contract review: Review and update where necessary fallback language in
contracts

Replacement rate negotiation: Negotiate new rate with clients when
fallback triggers enacted

Contract transition: Transition transactions to agreed replacement rates

Potential financial Potential tax and Conduct risk during i
Other D:D: impact of switching to accounting impact of the transition ]

Considerations: RFRs switching to RFRs

CONSULTING @| AFR
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MA Notes:

We believe that banks need to get ahead of the issue wherever possible

BCS approach of the end to end splits the book of work into remediation of legacy contracts and business readiness to enable switching to RFR linked products as soon as possible
Conduct risk applies throughout LIBOR transition and needs careful consideration.
May be tax and other reporting impacts that need to be considered (e.g. IFRS 9)

+ Harry masterclass notes
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What is the focus for today?

The focus of today’s workshop is to share insight
across key topics we think will be most valuable to
yOU.

These topics can be translated into practical steps for
your branch - supporting a smooth transition amidst
future developments on LIBOR.

We will take a deep dive into each topic, discussing
key challenges we are hearing, and facilitate working
groups in order for you to discuss best practice peer
to peer.

@ CONSULTING
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Exposure
Calculation

i

Fallback Language Discussion
topics

Industry
Engagement

New Product
Readiness
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We’ve grouped today's agenda topics into 3 key focus areas for discussion

Contract, exposure and fallback language
Managing conduct risk 
New product readiness and industry engagement

How it's going to run is that

we’ll provide contextual information about each topic to level set across the room
you’ll breakout into table discussions and the outputs we’ll then discuss collectively as a group
we will share our views and insight on practical steps and recommended actions to take now

We’ve got a tight agenda  so please excuse us if we cut conversations off or move on to the next topic, we can pick up on at the end if we still have time.
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Survey findings

LIBOR Transition Confidence Survey

Industry Engagement

Conduct Risk

4 6 8 10 12 14

o
N

Successfully Delivered High Confidence = m Medium Confidence Low Confidence  m No response

@comuume @| AFR
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Before we dive into the first topic I'd like thank you for taking the time to complete the survey

we’ve used the responses to tailor our content in the sessions today

anonymised responses  which may be informative for benchmarking against some of your peers.

Lastly from me by the end of the session today we aim to move some of you from medium confidence to high with actions to take back to your organisation
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Contract discovery & exposure calculations

What are we discussing and why is it important?

Z\7| Contract discovery - identifying contracts (and
::_.@% products) with direct or indirect LIBOR exposure

Exposure calculations - calculating
LIBOR exposure for in-scope contracts

Why are these topics important?

1. Allows for ‘sizing’ of LIBOR transition problem
*  Quantum of current and future LIBOR exposure
* Volume of contracts linked to LIBOR and run beyond 2021
*  Which products need to be re-designed to reference RFRs

2. Allows for transition planning to be undertaken

3. Enables management and regulatory expectations to be met for
monitored and reported exposure

SN N N Ry

“My core banking systems

What are we hearing?

2 4 6 8 10 12 14

\h————————‘

“l was promised Al would
make this easy, but we’re
doing it manually!”

don’t capture the data |
need for loans exposure”

“There are a lot of
contracts to work through
and they’re structured very

inconsistently”

“It’s not always easy to
identify indirect exposure
where it’'s embedded in
clauses etc.”

@ CONSULTING
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Our first area of focus is contract discovery and exposure calculation. What do we mean by that?
For contract discovery, we simply mean finding what contracts and products give rise to LIBOR exposure
For exposure calculations, it’s working out the value contracts with LIBOR exposure now and on an on-going basis

Why are we talking about it? This can be summarised into three things;
First, it means you can size the problem for your organisation; How big is the exposure? How many contracts need to be remediated? What products need to be redesigned to reference RFRs? 
Second, it means you can plan based on what you need to do and what you need to do it
Finally, it gives you a baseline to report to your management and also to the regulators, both of whom will be expecting regular updates on reducing the exposure

What we’re hearing;
A lot of people have already calculated their exposure, but some of you are having real difficulty and there’s been very little success in automating the process or making it repeatable, particularly on the cash products side
Challenges are around the availability and quality of data and volume of contracts
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Remediating fallback language

What are we discussing and why is it important? What are we hearing?

Fallback language refers to contractual provisions that lay out the

process through which a replacement rate can be identified if a

benchmark is not available i.e. a ‘how-to’ guide for identifying

replacement rates

Why does it need updating? 0 e ¢ e - 10 12 1

0 HiStorica”y, fa”baCk |anguage has not been Written to cover the \ Successfully Complete High Confidence m Medium Confidence Low Confidence - No response
cessation of benchmark rates or the selection of a replacement

S E——

1

|

|

|

|

|

| | | | | | ,
|

i

]
4

 In some instances, existing fallback language requires soliciting
guotes from reference or major banks, this approach will become
impractical post-LIBOR

“There is no ISDA-like
protocol for cash products.
Each contract needs to be

updated on an individual
basis”

“Our fallback language isn’t
captured in systems, we're
needing to go back to

« Consequently, obligations for impacted contracts may become contracts”

impossible or impractical to fulfil without remediation

. C'hangt'—:'s to fallback Iarlwgu'age Wiallelp ?mpact a gustomers rgtes also “We're not hearing industry
gives rise to conduct risk if it results in a negative economic consensus on either the

outcomes for customers type of fallback trigger or
the credit spread
methodology to use for
cash products”

@corusuume @ AFR

“We don’t know what to do
about our ‘tough legacy
contracts’ where clients are
satisfied with existing
fallback language”
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We’re also going to be discussing the challenges and best practice approaches for remediating fallback language

What do we mean by fallback language? In relation to LIBOR transition, this is the contractual set of instructions, or ‘how-to’ guide, for what should happen if LIBOR becomes unavailable

This is an important area because, historically, fallback language wasn’t written to cover the event of LIBOR ceasing to exist permanently

As a result, for contracts referencing LIBOR post-2021, there are major legal and commercial implications if the contracts aren’t fixed

The challenge of doing that is made much worse by the fact that, historically, fallback terms were often written in horrendously complex and inconsistent ways

What we’re hearing from the survey responses is that;
About half of you have started analysing fallback language,
a small number have finished remediating contracts, and
nearly all of you are doing it manually, which sounds painful
So it would in the discussion to hear from those of you who have completed the exercise and found ways to get automation to work








Industry issues - Fallback triggers
Fallback trigger event – outlines the circumstances that enact the need for benchmark replacement
Benchmark replacement – outlines the path to identifying the replacement rate
Benchmark replacement adjustment – identifies any spread adjustment to account for differences between the original rate and the replacement rate

Messes with hedging. Industry prefers pre-cessation

Credit spread adjustment – expectation of differences in 
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Table discussion: Contract discovery, exposure
calculation and fallback language remediation

In your groups, we would like you to take 10 minutes to:

1. ldentify and rank your top 3 challenges (actual and/or expected), related to:
« Contract discovery
« EXxposure calculation
« Remediation of fallback language

2. Discuss practical steps and best practice solutions to each of the challenges

Please use the flip charts to write up your responses and prepare to share with the wider group for
discussion

Expect Excellence
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Presentation Notes
In your tables we’d like you to identify and rank your top 3 challenges related to the topics we’ve just discussed, contract discovery, exposure calculation and remediation of fallback language

We’d then like you to discuss how best to overcome those challenges, leveraging each others experiences from your organisations

One of us will be at each table to facilitate the discussion, please take ten minutes to do this and write your challenges and solutions up on the flip charts

Afterwards, we’ll discuss collectively
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Qur recommendations for contract discovery, exposure
calculations and fallback language remediation

Contract discovery & exposure calculations

Investigate and assess possible methodologies for identifying LIBOR-linked contracts (direct and indirect)
Extract relevant data from systems and/or paper contracts

Build a central repository of all relevant contracts and calculate exposure

Establish a process to maintain and update the database on a periodic basis

NN

Fallback language remediation

ldentify fallback language in existing contracts and build a digitised library of relevant terms

Evaluate relevant terms and determine remediation approach for each (leave as-is, amend, etc)

ldentify ‘tough’ legacy contracts that will require additional attention to assist with remediation prioritisation
Review LMA exposure drafts related to fallback language and assess possible usage

NN

Consider vendor options for automating the process

Expect Excellence
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Won’t go through in detail, but a few call outs are;
The importance of building an easily repeatable, process for calculating LIBOR exposure
Ideally, by better digitising the loan book and contracts, which will make transition more efficient and provide broader business benefits
Identify and focus effort on remediating ‘tough legacy’ contracts
Review LMA exposure drafts related to fallback language and assess possible usage
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Managing conduct risk ———~ -

== cgc}} =
What are we discussing and why is it important? What are we hearing?
Lo : : . . P I N N R N N N ~
Conduct risk is the risk that a firms behaviour results in 4 S T (o S T \‘
poor outcomes for customers |' | | | | | | I
[
Why is it important? : -
It’s a key FCA focus area during transition, there is risk of censure, penalties : | | | | | | :
and reputational impact if not managed appropriately. : 0 5 4 5 3 10 12 14 :
1 S fully C let High Confid Medil Confid Low Confid \ )
Banks need to be prepared to demonstrate the reasonable steps they are N cesstyompete TSR Tonifonce "Hdlm momidenee “ow monidenes ot

taking to ensure customers are treated fairly throughout the transition

process
r—% N

Where will conduct risk arise during the transition? . _ “How can | appropriately
«  When making changes to existing/legacy contracts linked to LIBOR “E?lllffereqt C'C'j?frf‘t SegTe”tls gommur";ate 20 C"zﬂts
«  Continued activity in LIBOR-linked transactions during the transition WA LA E i EAUSYES CloIlls AR ISERIZ) PIReleIEE
. . . of engagement when market conventions
. Undertaking new transactions linked to RFRs eive sl ferming
\_ ) \_ )
Factors which effect conduct risk exposure: 4 4
 Level of client knowledge and understanding about the cessation of 4 4
LlBO_R - . . . . . . “It is impossible to “Is holding clients to their
* Quality, sufficiency and timeliness of information available to clients to guarantee that there will be contract terms the right
allow them to understand the impacts and make informed decisions no future value transfer” thing to do”
* Ability of the front office to appropriately engage with and educate \_ Yy \_ Yy
clients

* Understanding of client segmentation, suitability and customer needs

@corvsuume @ AFR
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The 2nd topic we are covering is managing conduct risk throughout the transition. To kick this off I want to start by asking, are there any SMFs in the room today?  Don't relax too much, as it's going to be really important that your firms have a clear understanding of where conduct risk might materialise during the transition and who is responsible for managing this week, across the 1st and 2nd lines of defence and the BAU risk managers and the implementers of drivers of the transition 

Conduct Risk has been an industry hot topic for several years now and the LIBOR transition is a unique situation which exposes banks to conduct risks which must be managed.

CR is the risk that a firms behaviour results in poor outcomes for customers and the FCA have made it clear that it's a key focus area during the transition and firms are expected to proactively manage this risk

It is also within a firms interest to effectively prevent customer detriment, to avoid to regulatory censure and penalties and the resulting reputational impact
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Table discussion: Managing conduct risk Q'”

In your groups, we would like you to take 10 minutes to discuss:
1. The key conduct risks arising from the transition (maximum 3 risks)

2. The actions to most effectively mitigate them or ensure banks are treating their customers fairly
throughout the transition

3. How do the above vary across different client segments?

 Retaill & SME

« Corporates
 Financial Institutions
« Others?

Please use the flip charts to write up your responses and prepare to share with the wider group for
discussion

@cor\JSULﬂNG @ AFR
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Banks cannot be seen to be making a profit from the transition. How can they measure their exposure, and plan for potential losses incurred from acting in the best interest of their customer? 
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Our recommendations for managing Q'm
conduct risk during the transition

mmmmmmmm

uuuuuuuuu
.........

Conduct Risk

1.

2.
3.

4.

Undertake a conduct risk assessment across all stages of the LIBOR transition

Review customer segmentation and identify specific needs and impacts of the transition

Develop key conduct principles to guide decision making through the transition, including when to
discontinue selling LIBOR linked products (and to which clients)

|dentify and agree new/enhanced LIBOR transition governance, controls and processes to address
identified risks and develop a corresponding implementation plan

5. Consider how to measure and evidence the effectiveness of your conduct risk mitigations
0.

Document decisions which impact customers

FO awareness & client engagement

1.

2.
3.

Develop strategy to increase internal and external awareness of risks and issues regarding the
LIBOR transition

Start to deliver internal training and awareness courses in line with strategy

Start to engage with clients regarding the LIBOR transition as soon as possible

Expect Excellence

@comuume @ AFR


Presenter
Presentation Notes
Speaker notes

Added benefit of raising awareness with client and the market is increasing demand for RFR products
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RFR product readiness

What are we discussing and why is it important?

$33 RFR Product Readiness: Development of RFR-linked
{:’é%éjé:s products and the readiness of processes, models, systems
and people to deliver them to market
Why is RFR product readiness important?

» Allows for the continued issuance of variable rate products and services
to clients

* Avoids regulatory scrutiny and subsequent reputational damage by
enabling a transition away from LIBOR

How are RFRs used today?

* RFRs are widely used in derivatives markets and have been for a number
of years. They have been primarily used to calculate the floating rate
flows for overnight index swaps and floating rate notes

* In all cases so far, the overnight rates have been averaged in arrears using
either a simple or compounding methodology

* Regulators have expressed a clear preference for this approach to be
adopted for other product types

What are we hearing?

', Confidence Summary \\

|
1 I
1 I
1 I
' | | | | | | !
| |
: 0 2 4 6 8 10 12 14 :
‘\ Successfully Complete High Confidence ® Medium Confidence Low Confidence = No response /'

R ———————————— -

“I’'m struggling to find
vendor solutions that
support RFRs”

“There is no single SONIA

compounded screen rate

or calculator available for
market participants”

“The absence of term
structures for RFRs is
hindering demand from
certain client segments”

“We’ll struggle to have our

systems ready in time”

@ CONSULTING
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Our third and final discussion of the day is going to focus on RFR product readiness – what do I mean by this? I mean the development of RFR-linked products and the readiness of your operations and resources to deliver these to market. Two crucial pre-requisites to transitioning away form LIBOR.

So why is RFR product readiness important?

The first point to make is fairly obvious, without the ability to offer and service RFR products, you won’t able to continue to offer variable rate products to clients which will have a detrimental impact on your business
Furthermore, those that don’t transition to RFR-linked products are likely to come under regulatory scrutiny from regulators. The FCA and the BoE have both made it clear that they intend to make use of their supervisory powers if firms are seen to be falling short of their expectations. This was highlighted further in their industry wide letter issued earlier in the month

Before we dive into the discussion though, I think it’s important to outline how RFRs are used today as they are not as new concept as some are led to believe. RFRs, as I am sure many of you in the room are aware, have actually been widely used in derivatives markets for a number of years, primarily to calculate the floating rate flows for overnight index swaps and floating rate notes. In all cases so far, the overnight rates have been averaged in arrears using either a simple or compounding methodology. Regulators have expressed a clear preference for this approach to be adopted for other product types, particularly in cash products, which is where I expect the majority of our discussion today will be focused.

Any questions before I move on?
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Table discussion: RFR product readiness

In your groups, we would like you to take 10 minutes to:
1. ldentify and rank your top 3 challenges (actual and/or expected), related to:

« Development and market adoption of RFR-linked products
 Operational uplift required to support RFR-linked products

2. Discuss practical steps and best practice solutions to each of the challenges

Please use the flip charts to write up your responses and prepare to share with the wider group for
discussion

Expect Excellence
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Challenges relating to development and adoption of RFRs:

Lack of industry alignment on cash product conventions
Lack of term structures for RFRs is hindering demand from certain segments
Lack of general awareness regarding RFRs and the LIBOR transition
No single observable source of RFR data
Legal challenges regarding compound interest in Italy and Germany

Operational Uplift:

System readiness / vendor solutions do not yet support compounding in arrears of RFRs
Regulator timelines are too tight
Cash product conventions have not been agreed, preventing the finalisation of solution requirements
Lack of understanding regarding the wider operational impact of transitioning to RFRs
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Qur recommendations for RFR product
readiness

RFR Product Readiness

1. Review the Financial Stability Board’s user guide for RFRs in cash products
2.Review the preferred industry conventions for RFR-linked products to date

3. Actively engage with industry working groups to understand and influence market direction on
product conventions

4.Initiate an assessment of existing operations to determine necessary uplift required to support
preferred product conventions to date

5.If possible, run pilot trades with a subset of clients leveraging tactical solutions to test how
conventions may perform

Expect Excellence
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Call out working groups
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Conclusion and wrap up

We have discussed:

v" Why LIBOR is being replaced
v" What the LIBOR transition means for banks

v What challenges we are hearing across:

« Contract discovery
 Exposure calculation

« Fallback language remediation
« Managing conduct risk

* RFR product readiness

v' Practical steps and recommended actions

@ CONSULTING
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We've covered a lot to recap

Why LIBOR is being replaced
What It means for banks

Challenges and practical actions to take back across key topic areas
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How BCS Consulting can help

BCS Consulting have extensive relevant experience and expertise to support LIBOR transition for your UK branch. We believe in
working collaboratively with our clients and other providers to deliver change and achieve outcomes together

We have 15 years of
experience in leading the
most complex regulatory

change programmes
across financial services

@ CONSULTING

Expect Excellence

We have deep capital We have market leading
markets expertise which expertise in conduct risk
we are leveraging to established through
help our clients deliver framework design and
LIBOR transition multi-year global

implementations

We have a culture of
blending seamlessly with
your existing teams,
including where you are
operating under a global
programme or with
other suppliers

@ AFB
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Not much work to do then!


As a firm we have 15+ years experience leading complex regulatory change programmes
We are delivering LIBOR transition 
We have market leading conduct risk expertise through global implementations
We have a culture of blending seamlessly into your organisations to work with a group led programme or other suppliers
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Would you like to discuss this further...?

Website Linkedin Twitter Instagram

&R ©

www.bcsconsulting.com BCS Consulting @BCSConsultingUK BCSConsulting

"o - \ /

13:399

( besconsulting

&

| @CONSUU\NG Q — | BCS Consulting

+ Following

| 23 52 8
Posts Followers Following

ting » Lond

Visit website [2

Open Banking - %. “ﬁ Kate & 185 other connections work here
Embracing the

y

*

a Even
BCS Consulting I ¥ - ‘.- : !
[ ¥ +

Message A
new banking Home  About Jobs Life
i paradigm
Iting aua .
- " 4,26 2 . f e s
Read more = il 56 raining i s
We are looking forward t xpertis Cone A’"‘?-"—‘:_
y Risk with all attendees a strong W A - 1‘ 5
. - . Management COO Dinn e i

SAVE
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and engaging evening
ding the art of negotiation!

@comuume ...Come and see us at 8 Old Jewry, London!

@ AFB
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MA – we're really happy talk to any of you further on these topics or others so please get in touch

Thank you


CONSULTING

bcsconsulting.com

© Business Control Solutions plc 2020
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