Top 10 things you should
know about SOFR
In June 2017, the ARRC recommended SOFR (the Secured Overnight Financing Rate) to replace USD
LIBOR as the benchmark interest rate in derivative and other financial contracts. Below is a list of the
top 10 things you should know about SOFR. For additional information, see The User’s Guide to SOFR,
published by the ARRC. The User’s Guide to SOFR*, published by the ARCC.
1. SOFR is a secured rate
SOFR is a broad measure of the cost of borrowing cash
overnight secured by Treasury securities in the repurchase
agreement (repo) market. Because SOFR is a secured
borrowing rate, it does not reflect the interbank unsecured
credit component inherent in LIBOR.
2. SOFR is an overnight rate
As an overnight rate, SOFR does not have a term structure
(e.g., 1-, 3-, or 6-month rates) like LIBOR. The ARRC’s Paced
Transition Plan, however, forecasts a term SOFR being
available in late 2021.
3. SOFR complies with IOSCO’s Principles for Financial
Benchmarks

6. SOFR is supported by more than a trillion dollars in daily
transaction volumes
The market underlying SOFR has a daily trading volume
in excess of $1 trillion and has demonstrated consistent
volume for several years.
7. SOFR is on average lower than LIBOR
While SOFR was first published in April 2018, the New York
Fed has provided SOFR simulations using the same repo
data set dating back to August 2014. Since that time, SOFR
has averaged 13 bps, 30 bps, and 45 bps less than 1-month
LIBOR, 3-month LIBOR, and 6-month LIBOR, respectively.¹
8. Average SOFR has been less volatile than LIBOR

4. SOFR is derived from the U.S. Treasury repo market

Despite greater overnight variability, average daily SOFR has
been less volatile than 3-month LIBOR. Although published
SOFR rose sharply over a few days in mid-September 2019,
the 3-month average of SOFR rose only two basis points.
By comparison, the 3-month average of LIBOR rose four
basis points over the same period. Financial products are
generally expected to use an average of SOFR, not a single
day’s reading of the rate.

SOFR is calculated using a broad spectrum of repo trades
(repurchase agreements). The actual inputs for SOFR
incorporate three data sets:

9. The New York Fed is publishing SOFR averages and a
SOFR index

IOSCO’s Principles for Financial Benchmarks is a set of
guidelines and best practices for benchmarks used in
financial markets. A key principle provides for benchmarks
based on “overnight risk-free, or nearly risk-free rates (RFRs)
that are sufficiently robust for such extensive use.”

• Tri-party treasury repo data collected by BNY Mellon
• General Collateral Finance (GCF) repo data collected by
The Depository Trust & Clearing Corporation (DTCC)
• Bilateral treasury repo data cleared through Fixed Income
Clearing Corporation (FICC)
5. SOFR is published and administered by the New York
Fed
As the administrator of SOFR, the New York Fed publishes
daily rates and volumes on its website**.

On March 2, 2020, the New York Fed, in cooperation with
the Treasury Department’s Office of Financial Research,
began publishing 30-, 90-, and 180-day SOFR Averages
and a SOFR Index, to support the transition away from U.S.
dollar LIBOR.
10. SOFR is one of many options that Wells Fargo is
referencing in financial products
Wells Fargo continues to offer its customers a suite of rates
that they can select for their products, including SOFR,
when available.

The New York Fed first published SOFR on April 3, 2018
(for April 2, 2018), and made available historical data from
August 2014 using the data set underpinning the rate.
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*Source: https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/users-guide-to-sofr2021-update.pdf
** Source: Federal Reserve Bank of New York: https://apps.newyorkfed.org/markets/autorates/sofr-avg-ind
1 Bloomberg LP. Data as of May 6, 2020. Averages calculated August 22, 2014 – March 5, 2021

Important Information
“WFBNA” means Wells Fargo Bank, N.A. “Wells Fargo Corporate & Investment Banking” is the trade name for the corporate banking, capital markets and investment banking
services of Wells Fargo & Company and its subsidiaries, including but not limited to (i) Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and
Exchange Commission (“SEC”) and a member of the New York Stock Exchange, the Financial Industry Regulatory Authority (“FINRA”), the National Futures Association (“NFA”), and
the Securities Investor Protection Corporation (“SIPC”), (ii) Wells Fargo Prime Services, LLC, a member of FINRA, NFA, and SIPC, (iii) Wells Fargo Securities Canada, Ltd., Member
– Canadian Investor Protection Fund, (iv) Wells Fargo Securities International Limited (authorized and regulated by the U.K. Financial Conduct Authority (“FCA”)) and Wells Fargo
Bank N.A., London Branch (authorized by the U.K. Prudential Regulation Authority and regulated by the U.K. FCA), and (v) Wells Fargo Bank, N.A., a member of the Federal Deposit
Insurance Corporation (“FDIC”) and NFA. Wells Fargo Securities, LLC, Wells Fargo Prime Services, LLC, Wells Fargo Securities Canada, Ltd., and Wells Fargo Securities International
Limited are distinct entities from affiliated banks and thrifts.
Derivatives products (including (i) “swaps” as defined in and subject to the Commodity Exchange Act (“CEA”) and Commodity Futures Trading Commission (“CFTC”) regulations, and
(ii) “security-based swap,” (“SBS”) as defined in and subject to the Securities Exchange Act of 1934 (“SEA”) and SEC regulations thereunder) are transacted through WFBNA, a CFTCregistered swap dealer and member of NFA. Transactions in physical commodities are transacted through Wells Fargo Commodities, LLC., a wholly-owned subsidiary of Wells Fargo &
Company. “Wells Fargo” means WFBNA or any of its affiliates as context may require.
Disclaimer
For the purposes of, and to the extent subject to 17 C.F.R. §§ 1.71 and 23.605, if this communication relates to one or more derivatives transactions regulated by the CFTC, this is a
“solicitation” and is not a “research report” as defined in CFTC Regulations 1.71 and 23.605. This communication should not be construed as a recommendation or opinion with respect
to any swap or trading strategy involving a swap for purposes of Part 23 of the CFTC Regulations or the CEA.
If you are a “Special Entity” within the meaning of 17 C.F.R. § 23.401(c), you are hereby notified that this communication does not, is not intended to, and should not be interpreted as
an expression of an opinion within the meaning of 17 C.F.R. § 23.440 by any person on behalf of Wells Fargo as to whether you should enter into any swap or trading strategy involving
a swap.
Wells Fargo is not acting as a municipal advisor and this communication is not intended to be, and does not constitute, advice within the meaning of Section 15B of the SEA.
If these Materials (as defined below) relate to a swap or SBS they are intended only for persons that are eligible contract participants (“ECPs”) as defined in CEA Section 1a(18) and
the regulations issued thereunder. If you are not an ECP and the Materials involve a swap or SBS, please disregard the Materials, delete the Materials without retaining a copy, and
immediately notify the sender.
Informational Purposes Only
This document and any other materials accompanying this document (collectively, the “Materials”) is for informational purposes only, is not an offer, solicitation, recommendation
or commitment for any transaction or to buy or sell any security or other financial product (unless expressly stated otherwise and/or this communication is subject to 17 C.F.R. §§
1.71 and 23.605), and is not intended as investment advice or as a confirmation of any transaction (except for any transaction confirmation transmitted herewith). Not all financial
products offered by Wells Fargo are securities, and unless otherwise expressly stated, financial products are not bank deposits or FDIC-insured. These Materials do not take into
account your particular investment objectives, financial conditions, or needs and is not intended to serve as a basis for entering into any transaction or to suggest, through opinion,
recommendation, or otherwise, you should enter into a particular transaction or trading strategy.
Although we believe that views, market data and other information contained in the Materials is reliable, it is not warranted as to completeness or accuracy, is subject to change
without notice, and we accept no responsibility for its use or to update or keep it current. Historical data, past trends and past performance do not reflect or guarantee future results.
Financial projections and economic forecasts are based on hypothetical assumptions about uncertain future market conditions and events and therefore should not be relied upon in
connection with any asset, liability, transaction or otherwise, including any decision whether or when to invest or hedge or to acquire or dispose of any asset, liability or transaction.
Some of the information or opinions stated in this message may have been obtained or developed by Wells Fargo from sources outside Wells Fargo. In such cases, Wells Fargo believes
the information or opinions to be reliable. However, Wells Fargo will not have independently confirmed the reliability of such information or opinions and does not guarantee their
accuracy or completeness or the reliability of their sources. The information and opinions in these Materials, whether or not they were obtained or developed from outside sources,
may not be appropriate for, or applicable to, some or any of your activities or circumstances.
Any views or opinions expressed in this communication are not necessarily those of Wells Fargo. Wells Fargo may provide views or opinions that differ from those expressed in
this communication and also may from time to time acquire, hold or sell a position in the securities or financial products mentioned herein. Expressions of opinion, including any
attachments, contained herein are given in good faith, but are subject to change without notice.
In our written and oral communications with you, we are not giving you any economic, tax, accounting, legal, or regulatory advice or recommendations, and are not acting in a fiduciary
relationship with you. You should conduct a thorough and independent review of the economic, tax, accounting, legal, and regulatory characteristics, consequences, and risks of any
transaction in light of your particular circumstances, consulting with such advisors as you consider appropriate. This information does not constitute trading or investment advice or
research, and has not been prepared in accordance with any laws or regulations designed to promote the independence of research.
Updating the Materials
We reserve the right to amend, supplement, or replace these Materials at any time, and your use of the Materials constitutes your agreement to update the Materials with any such
amendments, supplements, or replacements we furnish you.
Limitation of Liability
In no event shall Wells Fargo be liable to you or any third party for any direct or indirect, special, incidental, or consequential damages, losses, liabilities, costs, or expenses arising
directly or indirectly out of or in connection with the Materials.
LIBOR Transition Risks
This information is not intended to override, and should be considered in conjunction with, any disclosures, or other statements identifying potential risks provided to you by
Wells Fargo. The events described in these Materials could have unpredictable and material consequences for transactions, products, and services that require payments or
calculations to be made by reference to LIBOR. These consequences include, but are not limited to, the following:
(a) changes to the way in which LIBOR is calculated, or differences between the way a replacement rate and LIBOR are calculated, could significantly affect the value, price, cost and/or
performance of affected contracts;
(b) replacement rates for LIBOR may differ across affected contracts, and those differences may create material economic mismatches with any affected contracts used for hedging or
similar purposes;
(c) some existing affected contracts may not provide for any replacement rate; as such, there could be disputes about what replacement rate applies when LIBOR is unavailable or is no
longer representative or whether contracts are enforceable in the absence of any replacement rate;
(d) new alternative rates are likely to be developed over time and these new rates may be significantly different from both LIBOR and replacement rates that are currently being
considered;
(e) existing or new regulations may limit the ability of market participants to enter into new transactions, products, or services linked to LIBOR if a determination or announcement is
made that LIBOR is no longer representative of the relevant market;
(f) Wells Fargo may have rights to determine a replacement rate for LIBOR for affected contracts, including any price or other adjustments to account for differences between the
replacement rate and LIBOR, and the replacement rate and any adjustments we select may be inconsistent with, or contrary to, your interests or positions; and
(g) moving from LIBOR to a replacement rate may raise a variety of tax, accounting, and regulatory risks.
Derivatives-related risks of the LIBOR transition are discussed in greater detail at the IBOR Alternative Reference Rates disclosure at: www.wellsfargo.com/swapdisclosures.
Wells Fargo cannot provide any assurances as to the consequences, or likely costs or expenses associated with any of the changes arising from the LIBOR transition, though they may
be important to you. The above is provided for informational purposes only and is not intended to apply to any specific customer or transaction.
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