LIBOR 1 MONTH HISTORY

LIBOR 1 MoNTH HISTORY HAS BEEN A CRUCIAL ASPECT OF THE GLOBAL FINANCIAL LANDSCAPE, INFLUENCING INTEREST RATES,
LOANS, AND VARIOUS FINANCIAL PRODUCTS. THE LONDON INTERBANK OFFERED RATE (LIBOR) SERVES AS A BENCHMARK FOR
BANKS TO LEND TO ONE ANOTHER, AND THE 1-MONTH LIBOR RATE IS PARTICULARLY IMPORTANT FOR SHORT-TERM BORROWING
AND LENDING. UNDERSTANDING ITS HISTORY NOT ONLY PROVIDES INSIGHT INTO ITS FLUCTUATIONS OVER TIME BUT ALSO
HIGHLIGHTS THE BROADER ECONOMIC IMPLICATIONS THAT CAN ARISE FROM CHANGES IN THIS VITAL INDICATOR.

THe BAsics oF LIBOR

BEFORE DIVING INTO THE HISTORY OF THE 1-MONTH LIBOR RATE, IT'S ESSENTIAL TO UNDERSTAND WHAT LIBOR IS AND HOW
IT FUNCTIONS.

WHAT Is LIBOR?

LIBOR IS THE AVERAGE INTEREST RATE AT WHICH MAJOR GLOBAL BANKS ARE WILLING TO LEND TO ONE ANOTHER IN THE
INTERBANK MARKET. |T IS CALCULATED FOR FIVE CURRENCIES AND SEVEN DIFFERENT MATURITIES, WITH THE 1-MONTH RATE
SPECIFICALLY REFLECTING THE INTEREST RATE FOR LOANS THAT WILL BE REPAID IN ONE MONTH.

WHY Is LIBOR IMPORTANT?

LIBOR IS SIGNIFICANT FOR SEVERAL REASONS:
- BENCHMARK FOR FINANCIAL ProbUCTS: LIBOR SERVES AS THE REFERENCE RATE FOR VARIOUS FINANCIAL INSTRUMENTS,
INCLUDING DERIVATIVES, LOANS, AND MORTGAGES.

- INTEREST RATE INDICATOR: |T REFLECTS THE HEALTH OF THE BANKING SYSTEM AND THE BROADER ECONOMY.
- GLoBAL IMPACT: CHANGES IN LIBOR CAN INFLUENCE BORROWING COSTS FOR CONSUMERS AND BUSINESSES \WORLDW /IDE.

A BRrIEF HiIsTORY OF LIBOR

THE HISTORY OF LIBOR IS MARKED BY SIGNIFICANT EVENTS THAT HAVE SHAPED ITS ROLE IN GLOBAL FINANCE.

EARLY BEGINNINGS

LIBOR WAS FIRST INTRODUCED IN THE 1980S AS A MEANS TO PROVIDE TRANSPARENCY IN THE INTERBANK LENDING MARKET.
INITIALLY, IT WAS A SIMPLE AVERAGE OF RATES SUBMITTED BY A PANEL OF BANKS, AND THE FOCUS WAS PRIMARILY ON THE
SHORT-TERM BORROWING NEEDS OF BANKS.

THe 2008 FINANCIAL CRISIS

THe LIBOR RATE FACED SEVERE SCRUTINY DURING THE FINANCIAL CRISIS oF 2008. MANY BANKS WERE FOUND TO BE
MANIPULATING THE RATES, LEADING TO A LOSS OF TRUST IN THE BENCHMARK. THIS MANIPULATION RAISED QUESTIONS ABOUT
THE INTEGRITY OF LIBOR AND ITS RELIABILITY AS AN INTEREST RATE BENCHMARK.



ReGULATORY CHANGES AND REFORMS

IN RESPONSE TO THE SCANDAL, REGULATORY BODIES AROUND THE WORLD IMPLEMENTED REFORMS AIMED AT IMPROVING THE
ACCURACY AND RELIABILITY OF LIBOR. SOME OF THE KEY CHANGES INCLUDED:

- INCREASED TRANSPARENCY: BANKS WERE REQUIRED TO PROVIDE MORE DETAILED REPORTS ON HOW THEY DETERMINED THEIR
SUBMITTED RATES.

- NEw METHODOLOGY: A MORE ROBUST METHODOLOGY WAS INTRODUCED FOR CALCULATING LIBOR TO REDUCE THE
POTENTIAL FOR MANIPULATION.

THE EvoLuTIoN oF THE 1-MoNTH LIBOR RATE

THE 1-MONTH LIBOR RATE HAS SEEN SIGNIFICANT FLUCTUATIONS OVER THE YEARS, REFLECTING VARIOUS ECONOMIC
CONDITIONS.

HisTorICAL RATES OVERVIEW

1. Pre-2008 FINANcCIAL CRrisiS: THE 1-MONTH LIBOR RATE WAS RELATIVELY STABLE BEFORE THE CRISIS, TYPICALLY
RANGING BETWEEN 2% AND 5%,

2. DURING THE Crisis (2008-2009): RATES SURGED AS BANKS BECAME WARY OF LENDING TO ONE ANOTHER. THE 1-MONTH
LIBOR sPIKED, REACHING LEVELS ABOVE 5% IN LATE 2008.

3. PosT-Crisis Recovery (2010-2015): IN THE AFTERMATH OF THE CRISIS, THE 1-MONTH LIBOR RATE PLUMMETED AS
CENTRAL BANKS AROUND THE WORLD SLASHED INTEREST RATES TO STIMULATE THE ECONOMY. |T HOVERED AROUND 0.19% To
0.2%.

4. GRADUAL INCReASE (2016-2018): AS ECONOMIES BEGAN TO RECOVER, THE 1-MONTH LIBOR STARTED TO RISE,
REFLECTING IMPROVEMENTS IN LENDING CONDITIONS. BY LATE 2018, IT HAD REACHED APPROXIMATELY 2.5%,.

5. PanpeMic IMPACT (2020): THe COVID-19 PANDEMIC LED TO ANOTHER WAVE OF ECONOMIC UNCERTAINTY, CAUSING THE
1-MONTH LIBOR To DROP AGAIN, SETTLING AROUND 0. 19% &Y MID-2020.

6. CURRENT TRENDS (202 1-PRESENT): AS ECONOMIES RECOVER, AND INFLATIONARY PRESSURES EMERGE, THE 1-MONTH LIBOR
HAS STARTED TO RISE, INDICATING CHANGING MARKET CONDITIONS.

FAcTORS INFLUENCING THE 1-MoNTH LIBOR RATE

SEVERAL FACTORS CAN IMPACT THE 1-MONTH LIBOR rRATE:

- CENTRAL BANK POLICIES: INTEREST RATE DECISIONS MADE BY CENTRAL BANKS SUCH AS THE FEDERAL RESERVE SIGNIFICANTLY
INFLUENCE LIBOR.

- ECoNOMIC INDICATORS: INFLATION RATES, EMPLOYMENT DATA, AND GDP GROWTH CAN AFFECT MARKET PERCEPTIONS AND,
CONSEQUENTLY, LIBOR rATES.

- MARKET SENTIMENT: INVESTOR CONFIDENCE AND MARKET STABILITY PLAY A CRUCIAL ROLE IN DETERMINING INTERBANK LENDING
RATES.

THe TrRANSITION FROM LIBOR

W/ ITH THE ISSUES SURROUNDING L|BORI REGULATORS HAVE PUSHED FOR A TRANSITION TO ALTERNATIVE REFERENCE RATES.



ALTERNATIVE REFERENCE RATES

SOME OF THE NOTABLE ALTERNATIVES INCLUDE:

- SOFR (SecuUreD OVERNIGHT FINANCING RATE): THIS RATE IS BASED ON TRANSACTIONS IN THE U.S. TREASURY REPURCHASE
MARKET AND IS CONSIDERED A MORE RELIABLE INDICATOR.

- SONIA (STERLING OVERNIGHT INDEX AVERAGE): USED IN THE UK, SONIA IS BASED ON ACTUAL TRANSACTIONS AND
REFLECTS THE OVERNIGHT BORROWING COSTS OF BANKS.

IMPLICATIONS OF THE TRANSITION

THE TRANSITION FROM LIBOR TO ALTERNATIVE RATES HAS SIGNIFICANT IMPLICATIONS:

1. CONTRACTUAL ADJUSTMENTS: FINANCIAL CONTRACTS THAT REFERENCE LIBOR WILL NEED TO BE ADJUSTED TO REFERENCE
NEW BENCHMARKS.

2. MARKET READINESS: FINANCIAL INSTITUTIONS MUST PREPARE SYSTEMS AND PROCESSES TO ADOPT THE NEW RATES
EFFECTIVELY.

3. INVESTOR EDUCATION: STAKEHOLDERS MUST BE EDUCATED ABOUT THE CHANGES AND THE IMPLICATIONS FOR THEIR
INVESTMENTS.

CoNcLUSION

THe LIBOR 1 MONTH HISTORY IS A REFLECTION OF THE DYNAMIC NATURE OF GLOBAL FINANCE. FROM ITS ORIGINS TO THE
CHALLENGES IT FACED DURING THE FINANCIAL CRISIS, LIBOR HAS UNDERGONE SIGNIFICANT TRANSFORMATIONS. UNDERSTANDING
ITS HISTORY HELPS STAKEHOLDERS NAVIGATE THE COMPLEXITIES OF INTEREST RATES IN A CHANGING ECONOMIC LANDSCAPE. AS
THE FINANCIAL WORLD SHIFTS TOWARDS ALTERNATIVE REFERENCE RATES, IT WILL BE CRUCIAL TO MONITOR HOW THESE
CHANGES AFFECT LENDING PRACTICES, CONSUMER BORROW/ING, AND THE BROADER ECONOMY.

FREQUENTLY AskeD QUESTIONS

WHAT IS LIBOR AND HOW IS IT CALCULATED?

LIBOR, or THE LoNDON INTERBANK OFFERED RATE, IS AN AVERAGE INTEREST RATE AT WHICH MAJOR GLOBAL BANKS LEND TO
ONE ANOTHER. IT IS CALCULATED BASED ON SUBMISSIONS FROM A PANEL OF BANKS THAT REPORT THE RATES THEY WOULD
CHARGE FOR SHORT-TERM LOANS IN VARIOUS CURRENCIES.

\WHAT ARE THE IMPLICATIONS OF CHANGES IN THE 1-MONTH LIBOR RATE?

CHANGES IN THE 1-MONTH LIBOR RATE CAN IMPACT VARIOUS FINANCIAL PRODUCTS, INCLUDING ADJUSTABLE-RATE
MORTGAGES, STUDENT LOANS, AND CORPORATE LOANS, AS MANY OF THESE ARE PEGGED TO LIBOR. AN INCREASE MAY LEAD TO
HIGHER BORROWING COSTS FOR CONSUMERS AND BUSINESSES.

How HAS THE 1-MONTH LIBOR RATE TRENDED OVER THE PAST YEAR?

OVER THE PAST YEAR, THE 1-MoNTH LIBOR RATE HAS SHOWN FLUCTUATIONS INFLUENCED BY CENTRAL BANK POLICIES,
INFLATION EXPECTATIONS, AND ECONOMIC RECOVERY POST-PANDEMIC. |T GENERALLY INCREASED IN RESPONSE TO TIGHTENING
MONETARY POLICIES IN SEVERAL COUNTRIES.



\W/HAT ARE THE RISKS ASSOCIATED WITH RELYING ON LIBOR AS A BENCHMARK?

THE RISKS INCLUDE POTENTIAL MANIPULATION OF RATES, AS SEEN IN PAST SCANDALS, AND THE TRANSITION TO ALTERNATIVE
BENCHMARKS LIKE SOFR (SecUreD OVERNIGHT FINANCING RATE) DUE To LIBOR'S PHASE-OUT. THIS CAN CREATE
UNCERTAINTY FOR CONTRACTS TIED TO LIBOR.

How DOES THE TRANSITION AWAY FROM LIBOR AFFECT FINANCIAL MARKETS?

THE TRANSITION AWAY FROM LIBOR AFFECTS FINANCIAL MARKETS BY NECESSITATING THE ADOPTION OF NEW BENCHMARKS,
WHICH MAY LEAD TO ADJUSTMENTS IN PRICING AND VALUATION OF FINANCIAL INSTRUMENTS, AS WELL AS POTENTIAL LEGAL AND
OPERATIONAL CHALLENGES FOR INSTITUTIONS.

\WHAT ALTERNATIVES TO LIBOR ARE BEING ADOPTED, PARTICULARLY FOR THE 1-
MONTH TENOR?

ALTERNATIVES SUCH AS SOFR IN THE U.S., SONIA IN THE UK., AND €STR IN THE EUROZONE ARE BEING ADOPTED. THESE
RATES ARE BASED ON ACTUAL TRANSACTIONS RATHER THAN ESTIMATES, PROVIDING A MORE TRANSPARENT AND RELIABLE
BENCHMARK.
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