
 

 

EUROPEAN PARLIAMENT 

COMMITTEE ON ECONOMIC AND MONETARY AFFAIRS 

 

- PUBLIC CONSULTATION - 
 

Questionnaire for the public consultation on  

 

MARKET MANIPULATION: LESSONS AND REFORM  

POST LIBOR/EURIBOR 

 

by ECON Vice President and Rapporteur – Arlene McCarthy MEP 
 

This public consultation is organised in the context of the preparation of the ECON Committee reports by Arlene 

McCarthy MEP based on the Commission amended proposals of 25 July 2012 for a Regulation on insider 

dealing and market manipulation (market abuse) (COM(2012)421) and for a Directive on criminal sanctions for 

insider dealing and market manipulation (COM(2012)420). 

Interested stakeholders are invited to respond to the questionnaire below. To facilitate the evaluation process, 

concise and informative responses are welcome.   

Received contributions, together with the identity of the contributor, may be published on the European 

Parliament's website, unless contributors object to publication of their identity or parts of their responses. If 

contributors do not wish their identity or parts of their responses to be divulged, this should be clearly indicated 

and a non-confidential version should be submitted at the same time. In the absence of any indication of 

confidential elements, the ECON Secretariat will assume that the response contains none and that it can be 

published in its entirety. 

Please send your answer to econ-secretariat@europarl.europa.eu by 17 September 2012 at 12.00. 

 

IDENTITY OF THE CONTRIBUTOR 

 Name of the person and/or organisation responding to the questionnaire:  

Bloomberg L.P. 

 Description of the main activities of the organisation:  
Bloomberg is a worldwide provider of financial information, analytics and news. 

Please indicate whether you object to the publication of the identity of the contributor: 

 yes, I object    no, I do not object 

If you object, an anonymous contribution may be published. 

 

Kindly refer to the attached letter. 
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European Parliament 

Committee on Economic and Monetary Affairs 

Attn: Arlene McCarthy MEP, Vice President and Rapporteur 

14 September 2012 
 
VIA EMAIL to: econ-secretariat@europarl.europa.eu 
 
 
Re: Questionnaire for the public consultation on Market Manipulation: Lesson and Reform Post 
Libor/Euribor 
 

TOPIC 2: ESTABLISHING INTEGRITY AND TRUST POST LIBOR/EURIBOR 

Q3: What specific measures should be taken at European/Global level to improve investor 
confidence? How can cooperation between global regulators be improved? 

How can legislators ensure continuity between existing contracts which rely on Libor/Euribor 
(some $500 trillion of contracts) and future contracts? 

Q4: What specific measures could be taken to enhance transparency and information 
quality in the financial sector? 

Q5: What future action could be taken to achieve better governance in order to prevent 
future manipulation and establish integrity, trust and fairness in the financial services 
industry? 

 
Bloomberg L.P. (“Bloomberg”) welcomes the opportunity to comment on the questionnaire for the 
public consultation on Market Manipulation: Lesson and Reform Post Libor/Euribor (the 
“Consultation”).   
 
Introduction 
 
We recognise the widespread use of LIBOR as the reference for over $300 trillion of derivatives 
and loan contracts. Given its importance throughout the global economy, we believe that LIBOR 
must be preserved, at least for the near term, but needs to be enhanced in a manner that achieves 
the market’s need for accuracy, transparency and impartiality. To these fundamental attributes we 
propose to add another: data-based objectivity. 
 
In its recent response to the Wheatley Review of LIBOR initial discussion paper, Bloomberg 
proposed to work with the British Bankers' Association, the Bank of England, the Financial 
Services Authority and other oversight bodies, as appropriate, to develop systems and 
methodologies for the appropriate application of observable market data to LIBOR and, potentially, 
the incorporation of such data into a new, enhanced form of LIBOR which leverages both bank 
contributions and objective market data. Ultimately, we envision the possibility that LIBOR could 
be replaced with a data-driven alternative – Bloomberg “Blibor”.  
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Initial Phase 
 
We envision an initial phase during which the oversight body would calculate LIBOR using the 
current methodology, allowing the marketplace to rely upon the continuity of LIBOR in its current 
state.  However, using a data tool provided by Bloomberg, the oversight body would be able to 
evaluate the “quality” of individual bank contributions to LIBOR, and thereby to enhance the overall 
quality and reliability of LIBOR. 
 
Bloomberg gathers and analyses data as part of its global enterprise and has developed 
significant technical and logistical expertise in the market data business.  Included in the data 
Bloomberg collects daily are measures of bank creditworthiness, such as market-based quotations 
for credit default swaps, corporate bonds and commercial paper. In addition, we envision the 
inclusion of additional bank data sources, such as aggregated retail deposit information and 
interbank lending and borrowing information. (Bloomberg recognises that regulatory involvement 
may be necessary in order to make this information available.) Together, this market data could 
provide an alternative input to a bank’s cost of borrowing, separate from the implicit self-
assessment of credit quality embedded within banks’ LIBOR contributions.  Bloomberg plans to 
create an algorithm that compares each individual bank’s LIBOR contribution to an alternative 
measure based on observable market data. The algorithm would combine an observables-based 
underlying interest rate (i.e., the “risk free” rate of return) with a data-driven measure of bank 
creditworthiness.  Using a Bloomberg tool supported by this algorithm, oversight bodies would be 
able to identify differences between bank contributions and “market observables” – specifically, 
divergences between the bank’s assessment of its credit quality and the market’s.  Oversight 
authorities could use this assessment to determine banks’ eligibility to contribute rates used for 
LIBOR.   
 
Bloomberg continues to research a model in support of this tool.  We would welcome the 
opportunity to discuss our methodologies and the results of our analyses with the Committee on 
Economic Policy and Monetary Affairs or any other appropriate groups. 
 
Over time, the Bloomberg tool could be developed for systematic application to bank contributions 
as part of an “enhanced” LIBOR, based on both bank-contributed data and observable market 
information. However, at least for an initial period, we envision a consultative process as a part of 
which Bloomberg would make itself available to oversight authorities for discussion and 
collaboration with respect to the application and use of observable market data.  
 
Later Phases 
 
Eventually, Bloomberg envisions the possibility of a data-driven LIBOR alternative: Bloomberg’s 
“Blibor” index.  Blibor would be built from observable market data, incorporating the lessons 
learned during the initial development and consultative phases to produce a better benchmark.  
With a view to transparency, appropriate elements of Blibor’s broad set of market-based inputs 
would be made available to the market.  As a result, Blibor would better reflect banks' true cost of 
credit and, in our view, would meet the market’s need for an accurate, transparent and impartial 
benchmark. 
 
If you should have any questions, please contact Constantin Cotzias at 44 207 330 7500. 
 
Bloomberg L.P.    




