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Transitioning from LIBOR to SONIA in 

commercial and corporate lending 

 
“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, CEO of FCA, July 2018 

 

Introduction  

 

Several hundred billion pounds worth of 

commercial and corporate lending contracts 

currently reference the LIBOR benchmark. 

Given the nature of business lending, many of 

these contracts have terms that are 

significantly longer than two years and a large 

proportion are due to run beyond January 

2022.  

 

Many of the challenges involved with these 

contracts apply across other products, 

including the production of an appropriate term 

rate replacement, complexity relating to legacy 

contracts and engagement with a diverse 

customer base on the migration.  

 

The message from regulators is clear that 

firms need to have plans to operate in all 

products without LIBOR being available from 

end-2021 and should be managing down 

exposures in the run-up to this deadline. 

 

As part of UK Finance’s wider efforts, we are 

seeking to raise awareness within the 

business community, to provide guidance to 

customers on the implications of the changes 

and to ensure solutions to the challenges that 

work across our membership and commercial 

product suite. 

 

UK Finance is: 

• Engaging across our member areas 

(including Capital Markets and 

Wholesale, Commercial and Retail) to 

support members in their transition 

efforts; 

• Working collaboratively with regulators, 

trade associations and other industry 

stakeholders to meet the end-2021 

deadline;  

• Reviewing its governance structure to 

support achieving an orderly transition; 

and 

• Undertaking an ongoing ‘gap analysis’ 

to assist in identifying appropriate 

areas for UK Finance to engage. 

 

Commercial Loans  

 

Within UK Finance’s wider engagement, 

supporting members with commercial loans is 

being led by the Commercial Finance Product 

and Service Stream. 

 

To date, we have identified three key areas for 

supporting members involved in the provision 

of commercial lending: 
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1. Customer awareness of the 

implications of the benchmark 

transition, particularly SMEs. 

Benchmark migration will become a 

standing item for UK Finance’s SME 

Advisory Group (formed of key 

business groups) and later in 2019, UK 

Finance will work with members on the 

launch of guidance for business 

customers.  This will cover what the 

benchmark change is, what business 

customers might see and need to do 

and where to get more information.  

 

2. Cascading information down to 

commercial finance members not 

involved in the main Risk-Free Rate 

Working Group and providing insight 

and feedback upwards to members 

who are; and 

 

3. Facilitating a network of commercial 

finance peers leading the transition 

internally to share best practice and 

understand areas of commonality.  In 

particular, developments around the 

treatment of legacy contracts. 

Managing conduct risk for legacy 

contracts is critical and lack of certainty 

on this will add to delays in the industry 

managing down books.   

 

A key message from regulators is that firms 

should be taking action now, both to identify 

and manage down back-books, to  

communicate to customers the implications of 

the migration and to move away from writing 

loans linked to LIBOR.   

 

Members will be kept up to date via a LIBOR 

to SONIA Commercial Loans Working Group 

and updated via the UK Finance LIBOR to 

SONIA website. 

 

If you have questions specific to our work 

around supporting members with commercial 

loans, contact 

commercialfinanceteam@ukfinance.org.uk  


