The LIBOR rates, which stand for London Interbank Offered Rate, are benchmark interest rates for many adjustable rate mortgages, business loans, and financial instruments traded on global financial markets.
LIBOR is usually a few tenths of a point above the Fed Funds rate. However, in April 2008, the 3-month LIBOR rose to 2.9% even as the Fed dropped interest rates to 2%. Banks started to panic when the Fed had to bail out Bear Stearns, which was going bankrupt due to investments in subprime mortgages. 
Throughout the spring and summer, bankers became more hesitant to lend to each other, reacting to fears they would inherit each others' subprime mortgages as collateral or would not get paid back on their loans. LIBOR rose steadily to indicate the higher cost of borrowing. On October 8, 2008, the Fed dropped the Fed Funds rate to 1.5%, but LIBOR continued rising to a high of 4.8% on October 13. In response, the Dow dropped 14% in October.
An extremely useful chart is available in the following link

http://library.hsh.com/?row_id=91
