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"If the reason you are not acting is because you think we are going to change course. 

I’m afraid you are wrong. You need to be prepared for an end date for LIBOR in 2021. 

Whether your exposure is to sterling LIBOR or one of the other LIBOR rates, you will 

hear the same message from central banks and regulators in other jurisdictions, as 

you hear from FCA and the Bank of England today.”

"Some say only two things in life are guaranteed: death and taxes. But 

I say there are actually three: death, taxes, and the end of LIBOR.”
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CHALLENGES



CONDUCT RISKS FACED
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”An overarching concern for us will be whether firms have taken 

reasonable steps to treat customers fairly."





IDENTIFICATION CHALLENGE



ITALIAN EXPOSURE

Data Source: Bloomberg, October 2020



ITALIAN UNIVERSE BY EXCHANGE

Data Source: Bloomberg, October 2020



ITALIAN UNIVERSE BY MATURITY

Data Source: Bloomberg, October 2020
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ITALIAN UNIVERSE BY GOVERNING LAW

Data Source: Bloomberg, October 2020



The Big Questions 
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Are IBORs really
going away?

LIBOR: 
31 December 2021

EONIA: 
2 January 2022

EURIBOR: 
No discontinuation yet, 

however fallback language to 
be reviewed asap

SONIA, €STR, SOFR, SARON, 
etc.

+ appropriate fallback 
provisions

When do I
start preparing?

NOW!



Interest Rate Setting Clauses in Legacy Contracts

Why typical fallback mechanisms cannot be used to 
address permanent discontinuation:

Interest rate setting clauses typically provide that if the 
relevant IBOR screen rate is unavailable:

1. the first fallback is the arithmetic mean of quotes 
from a number of reference banks for the 
applicable rate and period; and

2. the second fallback is to revert to the most recent 
floating rate set when the screen rate was 
available. 

The resulting rate would remain for perpetuity - the 
rate would no longer be a variable rate - with 
potentially serious economic consequences.
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FOCUS: LIBOR Discontinuation – Target Milestones
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Derivatives

Loans

By end of:

Q4
2020

Adhere to ISDA protocol 

Progress active conversion 

to reduce legacy volume

Progress active conversion 

(e.g. consent solicitation mechanisms) where 

viable to reduce legacy volume

By end of:

Q1
2021

Cease initiation of new Sterling 

LIBOR linked derivatives

Cease initiation of new Sterling LIBOR referencing 

products maturing after 2021.

Active conversion

Cease new issuance of Sterling LIBOR-referencing 

products maturing after 2021

Accelerate active conversion where viable (e.g.

consent solicitation mechanisms) 

to reduce legacy volume

Q2/3
2021

By end of:

Assess and actively convert where viable

Complete active conversion. If not possible, 
ensure robust fallbacks are adopted

Complete active conversion where viable
Bonds and 
securitisations

Source: UK Working Group on Sterling Risk-Free Reference Rates 2020-21 Top Level Priorities (September 2020)



IBOR Contract Remediation
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CloseCommunicate and NegotiateAssess and Amend

Closing

Review Feedback

Create Contractual 

Amendments
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Client / Portfolio 
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Finance & 
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Bondholders 
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Discover and Analyse



IBOR Transition Checklist (bonds)
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1

2

3

4

Identify the 
scope of IBOR 
exposure

Devise strategy

Notify 
bondholders

Negotiate 
amendments

Implement 
amendments 

ahead of 
deadline



Consent Solicitation: Definition and Aim
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DEFINITION: 

• Consent solicitation is a market-based 

process generally set out in bond 

documentation.

• It enables an issuer to amend 

bond conditions by way of 

noteholders’ consent.

AIM:

• Replace or amend contracts containing 

fallback provisions 

which may adversely impact the bond 

– following the permanent 

discontinuation of LIBOR –

before the fallback provisions 

are triggered. 



Rules Governing Consent Solicitation in Italy

1. Specific provisions provided for in the by-laws of the issuer; 

2. Italian Civil Code:
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Article 2416

governs the appeal against the 
resolution of the noteholders; 

Article 2419

governs the individual powers of 
each noteholder which 

can be exercised against 
the issuer.

Article 2415

governs the competences 
and the functioning of the 
noteholders’ meeting (in 

conjunction with Article 125-bis 
of the Italian Consolidated 

Financial Act (TUF) in case the 
issuer is a listed company); 

Article 2417 and 2418

govern the powers of the 
representative of the 

noteholders, if appointed; 

Consent Solicitation: Definition and Aim



CALL

• The noteholders’ meeting can be called either by the BoD or the noteholders' representative (if any), at their 

discretion or when requested by noteholders representing at least 1/20 of the bonds issued and not yet 

redeemed. 

• Generally, a notice of call shall be notified to each noteholder at least 15 days prior to the meeting date -

without prejudice for the exceptions provided for by the Italian civil code.

Consent Solicitation: Steps to be Taken
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CONSTITUTIVE QUORUM

The noteholders' meeting is duly constituted if 

noteholders representing at least half of the bonds 

issued and not yet redeemed are present.

DELIBERATIVE QUORUM

The noteholders' meeting can resolve with the 

favourable vote of noteholders representing at least 

50+1% of the bonds issued and not yet redeemed.



Consent Solicitation and Amendment of Bond 
Conditions: Relevant Documents

In the context of the noteholders’ meeting, all documents regulating the relevant bond 
conditions should be carefully reviewed.

By way of example, the following documents should be made available to the 
noteholders: 
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Terms and conditions of the bond; 

Agency agreement; 

Subscription agreement.



Thank you for listening!
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