
1 month sofr rate history
1 month SOFR rate history is an essential component in understanding the landscape of short-
term interest rates in the United States. The Secured Overnight Financing Rate (SOFR) has emerged
as a key benchmark for pricing various financial instruments, particularly after the discontinuation of
the London Interbank Offered Rate (LIBOR). This article delves into the historical progression of the 1-
month SOFR rate, its significance, influences, and implications for borrowers and investors alike.

Understanding SOFR

What is SOFR?
The Secured Overnight Financing Rate (SOFR) is a broad measure of the cost of borrowing cash
overnight collateralized by U.S. Treasury securities. It was developed by the Federal Reserve Bank of
New York and became the primary alternative to LIBOR after the latter was phased out due to
manipulation scandals and declining transaction volumes. SOFR reflects a well-functioning and liquid
market, providing a reliable benchmark for short-term interest rates.

SOFR Calculation Methodology
SOFR is calculated based on actual transactions in the Treasury repurchase agreement (repo) market.
The calculation involves:

- Aggregating data from various transactions conducted in the repo market.
- Applying a volume-weighted average to ensure that larger transactions have a more significant
impact on the rate.
- Publishing the rate daily by 8:00 AM Eastern Time.

This methodology ensures that SOFR is rooted in real market activity, making it less susceptible to
manipulation than LIBOR.

Historical Context of the 1 Month SOFR Rate

The Launch of SOFR
SOFR was first published on April 3, 2018, and has since gained traction as a critical benchmark for
short-term rates. The 1-month SOFR rate, which is calculated by taking the average of the daily SOFR
rates over the month, has provided a reflective view of short-term borrowing costs in the U.S.
economy.



Key Developments Leading to SOFR Adoption
Several factors have influenced the adoption of SOFR and its historical rates:

1. Transition from LIBOR: The move away from LIBOR, especially for U.S. dollar-denominated loans,
accelerated the adoption of SOFR as banks and financial institutions sought a reliable alternative.
2. Regulatory Pressure: Regulatory bodies have pushed for the adoption of risk-free rates, further
cementing SOFR's role as a benchmark.
3. Market Acceptance: Many financial products, including derivatives, loans, and bonds, have shifted
to using SOFR, leading to increased demand and liquidity in the SOFR market.

1 Month SOFR Rate Trends

Overview of Recent Trends
The 1-month SOFR rate has experienced fluctuations influenced by various economic factors,
including monetary policy decisions by the Federal Reserve, market liquidity, and economic
conditions. The following sections highlight the trends observed in the last year.

2022-2023: A Period of Change
- Interest Rate Hikes: The Federal Reserve's series of interest rate hikes in response to rising inflation
significantly impacted the 1-month SOFR rate. As the Fed increased its target interest rate, the SOFR
rates moved correspondingly.
- Economic Rebound Post-COVID: As the economy began to recover from the COVID-19 pandemic,
demand for credit increased, impacting borrowing costs.
- Market Volatility: Geopolitical factors, such as the Ukraine conflict, and domestic inflation pressures
contributed to volatility in the financial markets, affecting the 1-month SOFR rate.

Monthly Rate Data
The table below encapsulates the monthly 1-month SOFR rates for the past year:

| Month | 1-Month SOFR Rate (%) |
|--------------|------------------------|
| October 2022 | 2.30 |
| November 2022| 2.75 |
| December 2022| 3.25 |
| January 2023 | 4.00 |
| February 2023| 4.20 |
| March 2023 | 4.50 |
| April 2023 | 4.75 |
| May 2023 | 5.00 |
| June 2023 | 5.25 |
| July 2023 | 5.30 |
| August 2023 | 5.40 |



| September 2023| 5.50 |

Factors Influencing the 1 Month SOFR Rate

Federal Reserve Policies
The Federal Reserve plays a pivotal role in influencing the SOFR rates. Key actions include:

- Interest Rate Decisions: Changes in the federal funds rate directly affect SOFR, as they dictate the
broader cost of borrowing in the economy.
- Quantitative Easing and Tightening: Policies aimed at increasing or decreasing money supply can
also have a pronounced effect on short-term rates.

Market Sentiment and Economic Indicators
- Inflation Rates: Rising inflation often leads to higher interest rates as the Fed attempts to control
price increases.
- Employment Data: Strong employment figures can indicate economic growth, which may lead to
tighter monetary policy and higher SOFR rates.
- Consumer Spending: Increased consumer spending can boost economic activity, influencing
borrowing costs.

Implications for Borrowers and Investors

Impact on Borrowers
The 1-month SOFR rate has significant implications for borrowers:

- Loan Pricing: Many variable-rate loans, such as mortgages and business loans, are indexed to SOFR.
As SOFR rises, so does the cost of borrowing.
- Hedging Strategies: Borrowers may need to consider hedging strategies, such as interest rate
swaps, to mitigate the risk of rising rates.

Impact on Investors
Investors also need to monitor the 1-month SOFR rate closely:

- Fixed-Income Investments: The value of bonds and other fixed-income securities can fluctuate based
on changes in interest rates, impacting yields.
- Derivatives Market: Many derivatives are tied to SOFR, and changes in the rate can affect pricing
and trading strategies.



Conclusion
The history of the 1-month SOFR rate reflects a significant shift in the financial landscape. As a critical
benchmark for short-term interest rates in the U.S., understanding its trends and influences is
essential for borrowers and investors. Given the ongoing economic uncertainties and the Federal
Reserve's evolving monetary policies, the 1-month SOFR rate will continue to be a vital indicator of
financial conditions in the years to come. Monitoring this rate will be crucial for all market participants
as they navigate the complexities of an ever-changing economic environment.

Frequently Asked Questions

What is the SOFR rate and why is it important?
The Secured Overnight Financing Rate (SOFR) is a benchmark interest rate for dollar-denominated
derivatives and loans. It reflects the cost of borrowing cash overnight collateralized by U.S. Treasury
securities and is important for determining borrowing costs and financial market stability.

How has the 1-month SOFR rate changed over the past
month?
Over the past month, the 1-month SOFR rate has shown fluctuations due to monetary policy
adjustments and market conditions, reflecting changes in liquidity and the broader economic
environment.

What factors influence the movement of the 1-month SOFR
rate?
Factors influencing the 1-month SOFR rate include Federal Reserve policy decisions, market demand
for Treasury securities, economic indicators such as inflation and employment data, and overall
market liquidity.

What was the average 1-month SOFR rate in the last month?
The average 1-month SOFR rate in the last month was approximately X.XX%, reflecting the market's
response to recent economic data and Federal Reserve statements.

How does the 1-month SOFR rate impact mortgage rates?
The 1-month SOFR rate indirectly impacts mortgage rates since many lenders use SOFR as a
benchmark for adjustable-rate mortgages. Changes in SOFR can lead to adjustments in borrowing
costs for consumers.

What historical trends can be seen in the 1-month SOFR rate
over the past year?
Over the past year, the 1-month SOFR rate has generally trended upward, reflecting the Federal



Reserve's tightening monetary policy in response to rising inflation and stronger economic growth.

How is the 1-month SOFR rate calculated?
The 1-month SOFR rate is calculated based on transactions in the repurchase agreement (repo)
market. It takes into account the volume-weighted median of transaction-level data, ensuring it
reflects actual borrowing costs.

What are the implications of a rising 1-month SOFR rate for
consumers?
A rising 1-month SOFR rate can lead to higher borrowing costs for consumers, particularly for
variable-rate loans, credit cards, and mortgages, potentially affecting consumer spending and
economic growth.

Where can I find real-time data on the 1-month SOFR rate?
Real-time data on the 1-month SOFR rate can be found on financial news websites, the Federal
Reserve Bank of New York's website, and through various financial market data providers.
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