
#22: SC-STS Formalizes MRR And Guides On Spread Adjustment 
For Active SOR To SORA Transitions

IBOR Transition

#22: SC-STS Formalizes MRR And Guides On Spread Adjustment For Active SOR To SORA Transitions      
Tuesday, 19 July 2022
1 I P a g e

Tuesday, 19 July 2022

Victor Yong
Rates Strategist
Victor.YongTC@uobgroup.com

Heng Koon How, CAIA
Head of Markets Strategy
Heng.KoonHow@uobgroup.com

Global Economics & Markets Research
Email: GlobalEcoMktResearch@uobgroup.com
URL: www.uob.com.sg/research

	� Formalization of the MAS Recommended Rate (MRR) helps to provide certainty for 
outstanding contracts after 31 Dec 2024.

	� MRR spread adjustments serves as reference for active SOR to SORA transitions before 
31 Dec 2024.

	� SC-STS will provided further guidance, worked examples, as well as online calculators 
around end Sep 2022.

In the latest statement published on 18 Jul 22, The Association of Banks in Singapore (“ABS”) 
and the Steering Committee for SOR & SIBOR Transition to SORA (“SC-STS”) finalised the 
key settings of the MAS Recommended Rate (“MRR”), that will apply as a contractual fallback 
reference rate in wholesale SOR contracts after 31 December 2024. The SC-STS has also 
set out supplementary guidance, to help market participants price the conversion of wholesale 
SOR contracts to SORA for the current period until 31 December 2024. For further details of the 
statement, kindly refer to Appendix section at the end of this write-up.

What Is The MAS Recommended Rate (MRR)?
The MRR is the rate that will apply to wholesale SOR contracts after 31 Dec 2024, when Fallback 
Rate (SOR) will be discontinued. 

The MRR is the sum of the relevant tenor’s compounded SORA in arrears and an MRR adjustment 
spread. This spread is calculated as the 5-year historical median (of SOR – compounded SORA) 
ending on 18 Jul 2022.

The SC-STS will publish further guidance, worked examples, as well as online calculators on the 
MRR spread adjustment around end Sep 2022.

Active Transitions Before 31 Dec 2024 Will Require A Reference Spot Spread (RSS)
The SC-STS views that MRR spreads will not be appropriate for active SOR to SORA transitions 
before 31 Dec 2024. Therefore, the supplementary guidance provides for a Reference Spot 
Spread (RSS) which is computed using more recent data.

The RSS is calculated as the 6-month historical median (of SOR – compounded SORA) ending 
on 18 Jul 2022.

The spread applied to a specific SOR to SORA transition will be determined by linearly 
interpolating between the MRR spread and RSS.

The SC-STS will publish further guidance, worked examples, as well as online calculators on the 
MRR spread adjustment around end Sep 2022.
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Who Is Impacted?
Spread adjustments recommended by the SC-STS supplementary guidance can be applied to 
unhedged loans without negotiation.

Spread adjustments serve as starting point for negotiation in the case of bilateral and hedged 
loans. Agreed conversion should be concurrently performed for loan and derivatives.
 
Concluding Thoughts
SC-STS strongly encourages leveraging off this latest supplementary guidance to further 
progress on SOR to SORA transitions. Excessive reliance on contractual fallbacks should be 
the best practice. Where it is not feasible, participants should be aware of the implications when 
Fallback Rate (SOR) switches to MRR after 31 Dec 2022. 

Additional Sources
Media release (18 Jul 2022)

Response to consultation feedback (18 Jul 2022)

https://abs.org.sg/docs/library/industry-steering-committee-finalises-the-key-settings-of-the-mas-recommended-rate-and-supplementary-guidance-for-active-transition-of-legacy-wholesale-market-sor-contracts-to-sora.pdf

https://abs.org.sg/docs/library/response-paper_response-to-feedback---consultation-on-adjustment-spreads-for-the-conversion-of-legacy-sor-contracts.pdf
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Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever 
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws 
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments. 
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors about 
the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing 
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance 
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The 
views expressed within this publication are solely those of the author’s and are independent of the actual trading positions of  United Overseas Bank 
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of 
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB Group 
may have also issued other reports, publications or documents expressing views which are different from those stated in this publication. Although 
every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication, UOB Group 
makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no responsibility or liability 
relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or information in this publication.
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