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Hybrid Methods

- Principal Adjustment

» Interest payments are set in advance, at the beginning of each interest period,

» but principal on the loan changes over time based on the difference between the in advance
and in arrears calculations for each period

e.g. if rates moved up over the interest period, then more of the payment would go to cover
interest expenses and remaining principal would be higher, while if interest rates moved down then
remaining principal would be lower

- Interest rollover

> Interest payments are set in advance, at the beginning of each interest period

» any difference between the amount of interest paid and the interest accrued in arrears is simply
rolled over into the payment for the next interest period.
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Using SOFR example, the Index would be calculated as follows for each day of publication:

1, i=4/2/18

s SOFR. * n,
SOFR Index ( i ¢ )

360 i>4/2/18

April 2, 2018

Where
SOFR; = SOFR applicable on business day i

n; = number of calendar days for which SOFR; applies

i represents a series of ordinal numbers representing

each business day in the calculation period
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Indicative SOFR Index
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The Term (compounded) Rate for any interest period can then be calculated by looking up the index level
from the start date and the end date of the period. Interim rates do not need to be known.

Using SOFR in this example, the calculation would be as follows:

SOFR Index, 1) (360)
- X

SOFR Average between x and y = (SOFR Index, d,

Where:

x = start date of calculation period
y = end date of calculation period

d. = the number of calendar days in the calculation

period
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This information is provided for discussion purposes only, may not be reproduced or redistributed
and does not constitute an invitation or offer to subscribe for or purchase any securities, products
or services. No responsibility is accepted in respect of this presentation by its author, the
European Bank for Reconstruction and Development (the "Bank") or any of its directors or
employees (together with the author and the Bank, the "EBRD") for its contents. The information
herein is presented in summary form and does not attempt to give a complete picture of any
market, financial, legal and/or other issues summarised or discussed. The EBRD is not acting as
your advisor or agent and shall have no liability, contingent or otherwise, for the quality, accuracy,
timeliness, continued availability or completeness of the information, data, calculations nor for
any special, indirect, incidental or consequential damages which may be experienced because of
the use of the material made available herein. This material is provided on the understanding that
(a) you have sufficient knowledge and experience to understand the contents thereof; and (b) you
are not relying on us for advice or recommendations of any kind (including without limitation
advice relating to economic, legal, tax, regulatory and/or accounting risks and consequences)
and that any decision to adopt a strategy, deal in any financial product or enter into any
transaction is based upon your own analysis or that of your professional advisors, whom you shall
consult as you deem necessary.




