
Navigate the complex transition from interbank offered rates (IBORs) to RFRs with Refinitiv’s 
Compounding Calculator 

While the London Interbank Offered Rate (LIBOR) transition is well underway, the pending 
shift from LIBOR to the Secured Overnight Financing Rate (SOFR) is a huge undertaking 
for the US dollar (USD) interest rate derivatives market, the world’s largest such market.  

Unlike LIBOR, SOFR is a backward-looking overnight rate, and is based on actual transaction data, resulting in 
challenges with compounding RFRs. This is common across other RFRs, including the Sterling Overnight Index Average 
(SONIA) for GBP, Secured Overnight Financing Rate (SOFR) for USD and Tokyo Overnight Index Average (TONA) JPY.  

Beyond major markets, new RFRs continue to be announced around the world. However, current infrastructure at 
financial institutions is not equipped to churn out the required computations as they transition. Financial institutions of 
all sizes need to put in place a solution for compounding RFRs. 

Calculate rates for integration into derivatives and loans operational infrastructure
Banks and asset managers who issue or hold securities and loans linked to RFRs are required to calculate the 
applicable interest rate based on a variety of input parameters, from dates, duration and lookback dates to margin, 
daily floor and holiday calendars. 

Refinitiv has built a Compounding Calculator that helps banks in computing backward-looking RFRs and projects them 
to forward-looking interest rates – which can then be integrated into their banking and valuations systems using an API 
or FTP.
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Compounding Calculator highlights
The Compounding Calculator enables financial institutions to obtain rates and price securities using new RFRs for multiple markets 
and conventions. It also provides an opportunity to rebuild internal pricing systems for loans and derivatives that may not been 
updated for years. 

	– Incorporate compounding factors for several risk-free reference rates and identify how they are calculated over the interest period
	– Supports lookback with and without observation shift and lockout methodologies, with one to 10 shift days applied
	– Depending on client requirements, input fields can be made to allow you to enter a principal amount, credit adjustment spread, 

margin, floor, ACR, rounding to specified number of decimals and custom holiday calendars
	– Results are available via Microsoft® Excel®, GUI, API or bulk delivery 

Convert interest rate and cross currency swaps to RFR exposures
Our service also provides a valuation engine that supports LIBOR transition pricing for derivatives for existing portfolios and new 
transactions. Simply upload derivative records, and the valuation engine calculates market value and DV01 under the current  
and new benchmarks. 

Visit refinitiv.com |   @Refinitiv    Refinitiv
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