fREER1TRIZEIFRFFZR(LIBOR) ¥ REE#FZ (FAQ)

2021.08

1. {tEE=2 IBOR/ LIBOR?

IBOR 2iR{TAENFR - HEEMEIRIRTEBRRITEEH SR
fEHREMSREBNENERNREENSETREE - IBORHY
ERAIFEEMRBERTEEFKFERNZE (LIBOR ). BTiRITERE
FiFfEFI= (EURIBOR ) REEBIRITEIRAZEREFZE (HIBOR)-
LIBOR t#RIZZ KA BIRTHITIIRE - £SEBRTIFEENR
BHOEEH (2EHEE Bt - B WLAMEET ) 1
LIBOR - LIBOR #ZtEF =L - #FRE 12 BAFE -

1. WhatisIBOR/LIBOR?

IBOR refers to the different interest rate benchmarks derived from the
rate at which major global banks lend to one another in the
international interbank market for short-term loans in corresponding
markets and currencies. Common examples of IBOR include the
London Interbank Offered Rate ("LIBOR"), Euro Interbank Offered
Rate ("EURIBOR"), and Hong Kong Interbank Offered Rate (HIBOR").
LIBOR is refreshed and published in five currencies (including CHF,
EUR, GBP, JPY and USD) on each London business day based on the
average of the quotations received from the LIBOR panel banks
across the globe. LIBOR covers seven interest periods, ranging from
overnight to 12 months.
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2. Why LIBOR is being replaced?

° It is doubtful that interest rates for small-scale transactions
(US$1 billion per day) are applied to large-scale assets (US$200
trillion).

° The LIBOR manipulation scandal has far-reaching impact which
prompting regulators to promote interest rate reform.

° The UK Financial Conduct Authority (FCA) confirmed that all
LIBOR settings will either cease to be provided by any
administrator or no longer be representative:

i. immediately after 31 December 2021, in the case of all
sterling, euro, Swiss franc and Japanese yen settings,
and the 1-week and 2-month US dollar settings; and

ii. immediately after 30 June 2023, in the case of the

remaining US dollar settings.

3. HTER "EBEEEIRR. ?

LIBOR jRi5# - MIRIZLRBEMAEHEHIZREIE LIBOR BIHE
AIFRRE - AIFTALL LIBOR AEERIRAZNIERTREEE R
¥ - AMOTAES|RESERAUL -

LTI UFIRT R A B R IR TR 3R 1 LIBOR WERAER - &
BRERRREERE - BIEMNZEK ARRs °

FHLb - TR ER IR IERAAERIRR - MREmREES
EF= (Bl LIBOR ) KAKILSHFILIRM - BIERAZRER - &
ERE —AREmERS AN - BREEREENE -

BREMHEENTEERBEHFINSH - FIMFLERM LIBOR
=R - BEFNRIARMAFLLRHEA918E LIBOR FRAET]
R EENRNGE -

EREERBEEEANERRHEHERIIGRES - TETISES
BESERITEEmMEITER -

3.  What does it mean by "fallback provision"?

When LIBOR is discontinued, all existing contracts terms referencing
LIBOR might turn invalid and subject to legal dispute if there is no
mechanism incorporated into the contract to provide a solution to
handle the discontinuation of LIBOR.

A mechanism, fallback provisions, can be developed and incorporated
into contracts to choose a replacement for LIBOR, including but not
limited to cost of fund, fix rates and ARRs.

Therefore, "Fallback provision" refers to the legal provisions in a
contract that apply if the underlying reference rate in the product
(e.g. LIBOR) is permanently discontinued or ceases to be available. A
fallback will generally consist of two components, trigger event and
fallback rate.

Trigger event is an event that brings about the need to use the
fallback, such as the LIBOR rate not being available. Fallback rate is
the rate, or approach to determining the rate, which is to be used in
place of the relevant LIBOR rate that is unavailable.

Regulators around the globe have been providing template fallback




language for new products and working with market participants in
the development of legacy products amendment process.
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4. What are the differences between LIBOR and SOFR (alternative
reference rates)?
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5. How should E.SUN Bank prepare for the LIBOR transition?

E.SUN BANK has established a LIBOR transition working group which
is responsible for formulation and implementation of LIBOR
transition plan. The numbers of affected products and customers are
regularly reviewed and action plans are carried out according to the
regulator's transition milestones, including: system adjustment,
amendment of internal guidelines and prepare fallback provisions,
etc.

E.SUN BANK is committed to oversee the preparatory work of the
transition plan with considering of regulatory requirements and
enhance customers and counterparties' awareness of LIBOR
transition and its impacts, so as to protect the rights and interests of
customers.
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6.How do the benchmark rate differences impact customers?

Forward looking and backward looking calculation method:

° As an IBOR has forward-looking term structure, in a usual loan
contract referencing an IBOR with interest payable in arrears,
each interest payment amount can be fixed and known at the
beginning of the corresponding interest calculation period.
Borrowers may find it useful for cash-flow forecasting.

° However, for a typical loan referencing an ARR with interest
payable in arrears, as the ARR is backward-looking and based
on actual transaction data, the interest rate for the
corresponding interest period would be based on the
compounded ARR accruing in arrears during the interest
period. In such case, the interest rate and interest amount to be
paid may only be known near the end of the interest period.
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7.What SOFR Rate is available in the market?

Currently, there is only O/N interest rate (Bloomberg ticket:
SOFRRATE INDEX), which is announced by Federal Reserve Bank of
New York at 8:00am on every US business day. At present, the average
interest rate calculation method in the market is either Daily Simple or
Daily Compound. The Term SOFR is still under consultation.
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8.Who can | contact if | have other enquiries?

For any questions about your existing LIBOR contracts and how these
should be handled, please feel free to contact your service contact(s)
at E.SUN HK for further explanation and enquiry or call +852-3405-
6168 for general customer service.




