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If you have a property loan,
you need to know that
SORA will be replacing
SOR and SIBOR.
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MAKE THE SWITCH. CONVERT YOUR SOR LOAN TODAY.

If you have a property loan that references the Singapore Swap Offer Rate (SOR),
you need to switch to an alternative loan package by 31 August 2022. This is to
prevent any inconvenience due to possible disruption to your loan when SOR
ceases after 30 June 2023 (for example, if the interest on the loan cannot be

computed).

You are strongly encouraged to contact your bank by end July 2022 to discuss your

options, including the impact of the recent rise in interest rates.

Your SOR property loan will be automatically switched to a SORA Conversion

Package if you do not switch out by 31 August 2022.

The SORA Conversion Package switches your existing SOR loan to a comparable

SORA loan and comprises three components - 3-month Compounded SORA

published by MAS; your existing SOR margin; and an Adjustment Spread (Retail)

published by ABS Benchmarks Administration Co.


https://eservices.mas.gov.sg/statistics/dir/DomesticInterestRates.aspx
https://abs.org.sg/benchmark-rates/publications

The Association of Banks
in Singapore

P Pl ) 006/030

Don't wait. Switch out of your SOR home loan now.

WHY IS THERE A NEED TO TRANSITION TO SORA?

SOR relies on US Dollar London Interbank Offered Rate (USD LIBOR) in its
computation. USD LIBOR will no longer be available as international regulators
have announced that it would be discontinued, or cease to be representative
immediately after 30 June 2023. As such, SOR will also be discontinued

immediately after 30 June 2023.

In line with global interest rate benchmark reforms, Singapore Interbank Offered
Rate (SIBOR) will similarly be discontinued soon. The 6-month SIBOR was
discontinued on 31 March 2022, while the more widely used 1-month and 3-month
SIBOR will be discontinued immediately after 31 December 2024. To prepare for
the discontinuation of SIBOR, all financial institutions have ceased usage of SIBOR

in new loans.

To support a smooth transition away from SOR and SIBOR, the Association of
Banks in Singapore and the Singapore Foreign Exchange Market Committee (ABS-
SFEMC) had earlier identified the Singapore Overnight Rate Average (SORA) to
replace SOR and SIBOR as the key interest rate benchmark for use in Singapore
Dollar financial instruments such as loans, bonds and derivatives. SORA is an
interest rate benchmark published daily by the Monetary Authority of Singapore
(MAS). It is a transparent, robust and reliable interest rate benchmark that is

underpinned by a deep and liquid overnight funding market.


https://youtu.be/O2HV_nklcUs
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SORA, SOR AND SIBOR AT A GLANCE

Watch later Share

SORA SOR SIBOR
What is it? SORA is the average rate of overnight SOR is the rate of SIBOR is the rate at which
Singapore dollar borrowing transactions by | borrowing SGD, a Contributor Bank could
banks in Singapore. through borrowing expect to borrow SGD for
USD, and swapping it typically 1, 3 or 6 months
for SGD. from another bank
How is it calculated? | SORA is the volume-weighted average SOR is the volume- SIBOR is constructed

rate of borrowing transactions in the
unsecured ovemnight interbank SGD cash
market in Singapore.

weighted average rate based on daily

of USD/SGD FX swap submissions by major
transactions, with USD | banks in Singapore.
LIBOR as an input.

and small business customers, banks are
offering loans based on compounded-in-
advance SORA rates.

The use of compounded in advance SORA
results in a rate that is less exposed to
sudden changes to interest rates. It also
means that any change in market
conditions will only be gradually reflected

Who administers it? The Monetary Authority of Singapore ABS Benchmarks ABS Benchmarks

(MAS) Administration Co Administration Co (ABS

[ABS Co) Co)

What are the Greater stability Exposure to a single day's market fluctuation
benefits of using Financial products referencing SORA SOR and SIBOR pegged loans generally use a single
SORA over existing | typically use an average of daily SORA day’s reading for each interest payment period, and
interest rate readings over a period, reducing the thus are exposed to ‘pin risk’. This means that
benchmarks? effects of day-to-day volatility. For retail customers’ exposure to market conditions is

concentrated on a single day. For example, if
SORJSIBCR spikes only on the day of the customer's
loan reset date, the interest payment for the
applicable period would be higher than if it had been
reset on the other days of the month.

over time.
How does SORA SORA is computed based on overnight SOR and SIBOR are computed based on market
differ from existing market transactions and hence, does not expectafions of the interest rate over a future period.
interest rate account for term and credit risks. Instead, Therefore, the computation of SOR and SIBOR
benchmarks when banks will need to account for those risks include a term and credit risk premium, which reflects
applied to loans? in the customer spread. market expectations of the interest rate over a future

period as well as the risk of providing this credit.

(click on the image for a larger preview)



https://www.youtube.com/watch?v=-f4TxOGIBpo
https://abs.org.sg/images/default-album/sora-table-4.png
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If you have a home loan, If you have a commercial property loan,
you need to know that SORA you need to know that SORA
will be replacing SOR and SIBOR. will be replacing SOR and SIBOR.
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