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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: FIA European 
Principal Traders Association (FIA EPTA)

 Description of the main activities of the organisation: FIA EPTA is an association of 
European principal traders established under the auspices of the Futures Industry Association 
(FIA). FIA EPTA members trade on their own accounts and engage in manual, automated and 
hybrid methods of trading on exchanges located around the world. FIA EPTA members 
represent a substantial part of the traded volume on European regulated markets and 
multilateral trading facilities.

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.

mailto:econ-secretariat@europarl.europa.eu


TOPIC 1: TACKLING THE CULTURE OF MANIPULATION 

Q1: How widespread is the problem? Are there other financial instruments, markets and/or 
benchmarks vulnerable to potential manipulation?

Problems with LIBOR have been well publicised. We are aware of no other manipulation of this kind in 
other instruments such as EURIBOR and TIBOR and we do not know how widespread this problem is. 

FIA EPTA members who trade instruments with a price determined by LIBOR and with similar 
benchmarks are potentially in a position whereby they could fall victim to this kind of manipulation.

What action should be taken to ensure these forms of market abuse are tackled?

In our opinion, authorities can significantly assist in the solution of the current situation by 
(1) introducing measures listed below and (2) assuming a closer supervisory role in the setting process 
of LIBOR.

The following measures should be considered by authorities in order to strengthen LIBOR and help to 
regain trust in the rate: 

a) As proposed by the European Commission1, we also suggest that panel bank, and its employees, 
should have a legal duty to exercise professional care when taking part in the process of setting 
the benchmark (this should include provision of accurate data and other inputs), under explicit 
threat of criminal sanction. Also other persons who in some way corrupt the process should be 
under explicit threat of criminal sanction.

b) Oversight: The entire rate setting mechanism should be placed under close supervision by a 
regulator such as FSA/FCA. This body should be equipped with satisfactory supervisory tools 
for this function. The oversight should focus on the measures stated in reply to this question, i.e. 
if rules are kept, how involved persons communicate, etc., not on changes of the methodology of 
the process, which should remain consistent.

c) Regular auditing and rules on audit trail: Regular auditing and the introduction of strict rules 
on the audit trail of the LIBOR setting process is essential in restoring public confidence. All 
communication regarding the setting of the benchmark must be subject of an audit trail. Phone 
calls and meetings must be recorded and written communication stored for at least five years in 
accordance with the provision in FSA Handbook2. Any relevant communication on this subject 
by involved persons not covered by these recording measures should be banned under a 
sanction. All the records should be frequently audited.

d) A reasonable and strictly enforced segregation between authorised traders by the institution of 
any product referencing such a rate and persons involved in the rate setting process must be 
introduced. Any legitimate channels of information flow from the trading departments to the 
persons approved by the institution involved in the rate setting process (such as background 
market data) must be covered by clear rules (including authorised persons, etc.) and thoroughly 
monitored (see points b and d).

                                               
1 Included in the amended Market Abuse Directive Commission proposal Art. 4 (e) and in the amended Market Abuse 
Regulation Commission proposal in Art. 8.1(d).
2 FSA Handbook SYSC 9.1.2



e) The panel of reference bank should be widened to a greater number.

f) Introducing a rotation of representatives of a particular bank in the panel would mitigate the 
risk of manipulation, avoiding a “close circle mentality”. E.g. a bank could be obliged to 
replace its member in panel for another employee after certain period of time3.

The burden created by the measures outlined above is, in our opinion, outweighed by the need to 
restore confidence and achieve a trustworthy and transparent mechanism of setting LIBOR. We believe 
these measures facilitate the opportunity to set a credible benchmark, and are in the interest of the users 
of instruments with a price derived from LIBOR, including the financial markets and panel banks.

Q2: What action should be taken to ensure the integrity and quality of all benchmarks, financial 
instruments and markets?

a. Do both benchmarks and those entities that input into the setting of the benchmark need to be 
regulated?

Yes. In the current situation it is necessary to ensure a fair setting process and rebuild trust and 
regain investor confidence again.

b. Are traded rates as opposed to offered rates a better basis for input? Or should a 'hybrid' 
approach be adopted?

Due to the current low level of trust between banks and the subsequent lack of relevant trades, 
using traded rates may not prove feasible. Proper oversight and control could resolve the 
current issues without the need to revert to risky wholesale change.
We consider the benchmark itself useful, valuable and beneficial for the real economy; it is the 
governance and regulation that needs to be strengthened, i.e. the procedural side of the issue.

c. Should the posters of rates be granted anonymity? What would be the potential downside to such 
an approach? Would such a status add or diminish the integrity of prices?

Transparency could help prevent abuse and facilitate recovery of trust in the benchmark. 
Specifically in case of EURIBOR, the manner in which questions to panellists are worded is less 
associated with reputational risks for the contributing banks. Therefore possible reasons for 
anonymity are considerably lower.

d. What kind of powers should regulators of the financial sector be given to set and introduce 
criminal sanctions for attempted or actual manipulation of benchmarks? 

We support the measures to introduce criminal sanctions proposed in the Market Abuse 
Directive4 to discourage and disincentivize manipulation of benchmarks. Also, rules on 
incentives and protection of whistleblowing should be part of the regulatory solution to this 
issue.

                                                                                                                                                           
3 Compare to application of a similar principle in case of mandatory rotation of audit firms as proposed by the European 
Commission: “Mandatory rotation of audit firms: Audit firms will be required to rotate after a maximum engagement 
period of 6 years (with some exceptions). A cooling off period of 4 years is applicable before the audit firm can be 
engaged again by the same client. The period before which rotation is obligatory can be extended to 9 years if joint 
audits are performed, i.e. if the entity being audited appoints more than one audit firm to carry out its audit, thus 
potentially improving the quality of the audit performed by applying the "four-eyes principle". Joint audits are not made 
obligatory but are thus encouraged“.
4 Included in amended MAD Commission proposal Art.5.2 (2)



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?

European and international cooperation on regulation in general is clearly required, however as long 
as the relevant national authorities maintain adequate controls as described above, we believe that trust 
can quickly be rebuilt in what is a vital market pricing tool. 

Regulators at all levels must be extremely wary of wholesale changes. Market liquidity to a degree 
depends on stable and predictable benchmarks. We believe that the use of LIBOR/EURIBOR is a worthy 
and vital component of price discovery mechanism inherent to the economic functioning of the free 
market system. Continuity of the benchmark itself is essential for market stability. 

As described above, it is governance and regulation that needs to be strengthened. In the current 
situation, an arrangement that will serve best and is quickly available to regain trust of global investors 
is to empower existing regulators with tools to effectively monitor the rate setting process and intervene 
if necessary. This is a solution that is flexible and not complicated.

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

In terms of benchmarks, measures mentioned above to boost clarity, transparency, stability and 
regulation of the setting of benchmarks are necessary.

In terms of financial markets in general, any measures to incentivise trading on organised trading 
venues and measures to provide all market participants with as much information as possible and same 
to all, both pre and post trade, are essential. Reasonable regulatory oversight, including criminal 
sanctions, as well as auditing, rotation and mixing of collective decision making bodies are among 
measures to enhance transparency. Another area of possible focus in tackling market manipulation is 
minimalizing delays is publishing information that has the ability to impact market prices and 
diminishing situations when such information is available to a closer circle, e.g. a panel, as much as 
possible.

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?

Measures outlined in replies to Q1 and Q2 can assist in preventing future manipulation.

THANK YOU FOR RESPONDING TO THIS QUESTIONNAIRE.
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