one month term sofr historical rates

one month term sofr historical rates provide crucial insights for financial
professionals, investors, and institutions involved in lending, borrowing,
and risk management. As a critical benchmark in the U.S. dollar money
markets, the Secured Overnight Financing Rate (SOFR) has become a preferred
alternative to LIBOR, reflecting the cost of borrowing cash overnight
collateralized by Treasury securities. Understanding the historical behavior
of the one month term SOFR rates allows market participants to evaluate
trends, assess interest rate risk, and make informed decisions regarding
interest rate swaps, loans, and derivatives. This article explores the
definition and calculation methodology of the one month term SOFR, analyzes
its historical trends, compares it with other benchmark rates, and discusses
its practical applications in financial markets. Additionally, the
implications of SOFR’s transition from LIBOR and factors influencing one
month term SOFR historical rates are examined to provide a comprehensive
understanding of this essential financial indicator.
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Understanding One Month Term SOFR

The one month term SOFR represents an interest rate benchmark that reflects
the expected cost of borrowing U.S. dollars secured by Treasury collateral
over a one-month period. Unlike the overnight SOFR, which is a daily rate,
the one month term SOFR is a forward-looking rate derived from derivatives
markets such as SOFR futures and overnight index swaps. This rate is gaining
prominence as a reliable reference in loan agreements, floating rate notes,
and financial contracts requiring a term-based interest rate.



Definition and Importance

One month term SOFR is a term structure rate that serves as a transparent,
robust alternative to LIBOR, particularly for short-term lending and
borrowing. It is essential for pricing loans, managing interest rate risk,
and conducting monetary policy analysis. The term nature of this rate makes
it more practical for borrowers and lenders who need predictable interest
payments over a defined period.

Key Characteristics

The one month term SOFR is secured, reflecting transactions backed by U.S.
Treasury securities, which reduces credit risk compared to unsecured
benchmarks. It also benefits from a deep and liquid underlying market,
enhancing reliability and reducing susceptibility to manipulation.

Calculation and Publication of One Month Term
SOFR

The methodology for calculating the one month term SOFR involves aggregating
market data from SOFR futures and overnight index swaps to produce a forward-
looking interest rate for a one-month period. The rate is typically published
by authorized entities, providing market participants with standardized and
timely data.

Data Sources and Methodology
The one month term SOFR is derived primarily from:
e SOFR futures contracts traded on regulated exchanges
e Overnight index swap (0IS) markets referencing SOFR
e Triangulation methods combining overnight rates to calculate term rates

This combination of sources ensures the rate’s robustness and reflects market
expectations for the one-month borrowing cost secured by Treasury collateral.

Publication Frequency and Availability

One month term SOFR rates are generally published on a daily basis, providing
updated forward-looking rates that reflect evolving market conditions. These
publications enable financial institutions to benchmark loans and derivatives
accurately and transparently.



Historical Trends and Analysis of One Month
Term SOFR Rates

Examining one month term SOFR historical rates offers valuable insights into
market liquidity, interest rate cycles, and economic conditions over time.
Since SOFR’s introduction in 2018, its rates have reflected movements in
monetary policy, market stress periods, and economic growth prospects.

Trend Overview Since Inception

Initially, the one month term SOFR hovered near the Federal Reserve'’'s target
rates, reflecting stable short-term funding costs. During periods of
heightened market volatility, such as the COVID-19 pandemic onset in early
2020, one month term SOFR rates experienced spikes due to liquidity pressures
and risk repricing. As markets stabilized, rates gradually aligned with
policy rates and economic recovery signals.

Seasonal and Market-driven Fluctuations

Historical data shows seasonal patterns influenced by quarter-end funding
demands, tax payments, and Treasury issuance schedules. Market events,
including Federal Reserve rate changes and macroeconomic announcements, also
significantly impact one month term SOFR rates.

Comparison with Other Benchmark Interest Rates

Understanding how one month term SOFR historical rates compare with other

benchmarks such as LIBOR, the Effective Federal Funds Rate (EFFR), and the
Overnight SOFR is critical for market participants transitioning to SOFR-

based products.

One Month Term SOFR vs. LIBOR

LIBOR, an unsecured rate, historically included bank credit risk premiums,
whereas SOFR is secured and reflects overnight Treasury-backed transactions.
One month term SOFR rates have typically been lower than LIBOR due to the
absence of credit risk and term premium differences.

Comparison with Effective Federal Funds Rate

The Effective Federal Funds Rate represents the unsecured overnight borrowing
cost between banks, while SOFR is secured and overnight. One month term SOFR
incorporates term expectations, making it more suitable for medium-term



contracts than the EFFR.

Applications of One Month Term SOFR Historical
Rates

The availability of historical one month term SOFR rates facilitates a range
of financial applications, including loan pricing, risk management, and
derivative valuation.

Loan and Debt Instrument Benchmarking

Many syndicated loans, floating rate notes, and mortgages are now indexed to
one month term SOFR, leveraging its transparency and robustness. Historical
rates help in back-testing and forecasting interest expense and income.

Interest Rate Derivatives and Hedging

Market participants use one month term SOFR historical data to price interest
rate swaps, futures, and options, enabling effective hedging strategies
against interest rate movements.

Risk Management and Portfolio Analysis

Historical SOFR rates support scenario analysis and stress testing within
risk management frameworks, enhancing the assessment of interest rate risk
and liquidity risk.

Factors Influencing One Month Term SOFR
Historical Rates

Several macroeconomic and market factors drive fluctuations in one month term
SOFR rates over time. These influences are critical to understanding the
rate’s behavior and forecasting future movements.

Monetary Policy and Federal Reserve Actions

Federal Reserve interest rate decisions and open market operations directly
impact short-term funding costs and, consequently, one month term SOFR rates.
Rate hikes generally lead to higher SOFR levels, while easing policies reduce
rates.



Market Liquidity and Treasury Supply

Liquidity conditions in the repo markets and the supply of Treasury
collateral affect the cost of secured borrowing. Tight liquidity or increased
Treasury issuance can elevate SOFR rates temporarily.

Economic Indicators and Market Sentiment

Economic growth data, inflation expectations, and geopolitical events
influence market risk appetite and funding conditions, indirectly affecting
one month term SOFR rates.

Impact of LIBOR Transition on One Month Term
SOFR

The global transition away from LIBOR has accelerated the adoption of SOFR as
the primary benchmark in USD-denominated financial contracts. This shift has
increased the significance of one month term SOFR historical rates in market
operations.

Regulatory and Market Drivers

Regulatory mandates and industry consensus have driven the replacement of
LIBOR with SOFR, emphasizing the need for robust historical data to support
legacy contract conversions and new product issuances.

Challenges and Market Adaptation

Transitioning to one month term SOFR involves addressing differences in rate
credit risk profiles, term structures, and fallback provisions. Historical
SOFR data is instrumental in calibrating spread adjustments and ensuring
smooth market adaptation.

Frequently Asked Questions

What is the one month term SOFR historical rate?

The one month term SOFR historical rate is the average secured overnight
financing rate for a one month forward period, reflecting the cost of
borrowing cash overnight collateralized by U.S. Treasury securities,
calculated and published historically for reference.



Where can I find historical data for the one month
term SOFR rate?

Historical data for the one month term SOFR rate can be found on the Federal
Reserve Bank of New York's official website, financial data platforms like
Bloomberg, Refinitiv, or other financial market data providers.

How often is the one month term SOFR rate published?

The one month term SOFR rate is typically published daily on business days,
reflecting the market's expectations of overnight secured funding costs over
the next month.

Why is the one month term SOFR rate important for
financial markets?

The one month term SOFR rate is important because it serves as a benchmark
for pricing loans, derivatives, and other financial instruments, providing a
transparent and reliable reference rate based on actual repo market
transactions.

How does the one month term SOFR differ from
overnight SOFR?

Overnight SOFR reflects the cost of borrowing cash overnight, while the one
month term SOFR is a forward-looking rate that averages expected overnight
SOFR rates over the coming month, providing a term structure for contracts
with longer tenors.

What factors influence changes in the one month term
SOFR historical rates?

Changes in the one month term SOFR rates are influenced by supply and demand
for secured funding, Federal Reserve monetary policy, market liquidity, and
overall economic conditions affecting the repo market.

Can the one month term SOFR historical rates be used
to price loans and derivatives?

Yes, many financial institutions use one month term SOFR historical rates as
a benchmark to price loans, floating rate notes, and derivatives, as it
reflects realistic borrowing costs over the term.

How reliable are the one month term SOFR historical



rates for financial modeling?

One month term SOFR historical rates are considered reliable for financial
modeling because they are based on actual transaction data in the secured
overnight funding market, offering a transparent and robust benchmark.

Have there been significant changes in the one month
term SOFR rate historically?

Yes, the one month term SOFR rate has experienced fluctuations historically
due to changes in monetary policy, market stress events, liquidity
conditions, and shifts in demand for collateralized borrowing.

How can I analyze trends in one month term SOFR
historical rates?

To analyze trends, you can plot the historical rates over time, compare them
to other benchmark rates, examine correlation with economic indicators, and
assess impacts of monetary policy announcements and market events.

Additional Resources

1. Understanding One Month Term SOFR Historical Rates: A Comprehensive Guide
This book offers a detailed overview of the Secured Overnight Financing Rate
(SOFR) with a particular focus on the one month term. It explains how
historical SOFR rates are calculated, their significance in financial
markets, and their impact on lending and borrowing. Readers will gain
insights into the transition from LIBOR to SOFR and how to interpret
historical data for risk management and investment decisions.

2. The Evolution of One Month Term SOFR: Historical Trends and Market
Implications

Explore the development of the one month term SOFR through historical data
analysis and market trends. This book provides an in-depth examination of the
factors influencing SOFR rates over time, including economic events and
policy changes. It is ideal for economists and financial professionals
seeking to understand the dynamics behind SOFR movements.

3. One Month Term SOFR Historical Rates: Applications in Derivatives and Risk
Management

Focused on practical applications, this book discusses how historical one
month term SOFR rates are used in pricing derivatives, managing interest rate
risk, and structuring financial products. It includes case studies and
methodologies for integrating SOFR data into risk models, making it a
valuable resource for traders and risk analysts.

4. SOFR Benchmark Transition: Historical Perspectives on One Month Term Rates
This title covers the critical transition period from LIBOR to SOFR,



emphasizing the historical behavior of one month term SOFR rates. It provides
insights into regulatory changes, market acceptance, and challenges faced
during the benchmark shift. Financial institutions and regulators will find
this book essential for understanding the implications of SOFR’s adoption.

5. Financial Modeling with One Month Term SOFR Historical Data

A practical guide to building financial models using one month term SOFR
historical rates, this book illustrates techniques for forecasting interest
rates and valuing fixed income securities. It includes step-by-step tutorials
and examples that utilize historical SOFR data to improve model accuracy and
reliability.

6. Analyzing Interest Rate Volatility: One Month Term SOFR Historical Rates
This book delves into the volatility patterns of one month term SOFR rates,
analyzing historical fluctuations and their causes. It explains statistical
methods to measure and predict volatility, helping investors and portfolio
managers to better prepare for interest rate risk.

7. One Month Term SOFR in Corporate Finance: Historical Data and Strategic
Insights

Focusing on corporate finance applications, this book examines how companies
utilize one month term SOFR historical rates for debt management, budgeting,
and financial planning. It offers strategic advice on leveraging SOFR data to
optimize borrowing costs and enhance financial decision-making.

8. Historical Analysis of One Month Term SOFR: Impacts on Mortgage and Loan

Markets

This book addresses the influence of one month term SOFR historical rates on
mortgage lending and consumer loans. It tracks rate trends and their effect

on loan pricing, refinancing, and credit risk assessment, providing valuable
knowledge for lenders, borrowers, and regulators.

9. Data Science Techniques for One Month Term SOFR Historical Rate Analysis
Integrating finance and technology, this book highlights data science
approaches to analyzing one month term SOFR historical rates. It covers
machine learning algorithms, data visualization, and predictive analytics to
extract meaningful patterns and support decision-making in financial markets.
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