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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: 

German Banking Industry Committee 

• Description of the main activities of the organisation: 

The German Banking Industry Committee is the joint committee operated by the central associations of the 

German banking industry. These associations are: Bundesverband der Deutschen Volksbanken 

und Raiffeisenbanken (BVR) for the cooperative banks, Bundesverband Deutscher Banken (BdB) for the 

private commercial banks, Bundesverband Öffentlicher Banken Deutschlands (VÖB) for the public-sector 

banks, Deutscher Sparkassen- und Giroverband (DSGV) for the savings banks finance group, and 

Verband Deutscher Pfandbriefbanken (vdp) for the Pfandbrief [mortgage bonds] banks. Collectively, 

these associations represent more than 2,200 banks. 

 

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



� yes, I object   X no, I do not object 

If you object, an anonymous contribution may be published. 

 

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? 

Regardless of some features which financial instruments, markets and benchmarks have in common, 
they differ from each other for various reasons. As a consequence, it is not possible either to easily 
compare the vulnerability to potential manipulation of financial instruments, markets and/or 
benchmarks or to describe it in general terms. In addition, we do not see that there is anything like a 
‘culture of manipulation’ in any form as suggested in the heading of this topic.  

According to the findings of the recent and still ongoing investigations on LIBOR it is clear and we 
acknowledge that the current processes for the determination of LIBOR should be improved to guard 
against possible manipulation. This could be achieved i.e. by addressing issues such as the restricted 
number of panelbanks posting rates for LIBOR fixing and the transparency of the procedure for 
LIBOR rates setting as a whole. The aforementioned weaknesses are some of the reasons for a 
decline in the credibility of LIBOR. We would like to make clear that banks themselves have a 
considerable interest in a reliable benchmark.  

 

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

From a general point of view, the calculation of LIBOR is not representative of other/all 
benchmarks. Furthermore, the intensity and scope of controls should depend on the importance of 
the benchmark and its calculation. An immediate and complete discontinuation or replacement of the 
existing LIBOR is not an option since this would directly affect all contracts and financial 
instruments containing direct or indirect references to it, which would have unforeseeable 
consequences. Therefore, measures should be taken to strengthen LIBOR. Such measures could 
include (i) improvement of governance, e.g. by stronger involvement of supervisory authorities, (ii) 
broadening of the panel of contributing banks, and (iii) increasing transparency.  

 

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?  
 
In order to strengthen the required credibility and reliability of benchmarks as defined in 
Article 5 paragraph 20 of the amended proposal of the European Commission on the 
Regulation on insider dealing and market manipulation (market abuse), COM(2012) 421, 
supervisory authorities should be involved in the procedures and governance structures 
should be strengthened. Not least, the recent amendments to the European market abuse 
regime are apt to contribute to a framework within which LIBOR would improve its 
credibility.  
 
 



b. Are traded rates as opposed to offered rates a better basis for input? Or should a 'hybrid' 
approach be adopted?  
 
As indicated above, we strongly suggest keeping LIBOR as a benchmark and taking  
measures to strengthen it. To renegotiate all existing contracts on financial instruments 
containing references to LIBOR in order to adjust them to a newly introduced benchmark 
would be at the very least extremely time consuming. In many instances it may prove 
entirely impossible. Hence, putting LIBOR on a double footing by a hybrid approach could 
be considered as a measure to strengthen the existing benchmark. However, a hybrid 
approach is bound to fail in illiquid market conditions.  
 
Market participants may decide which benchmark they wish to reference to in newly 
established contracts. As refinancing markets, since the outbreak of the financial crisis, have 
to a great extent shifted from unsecured refinancing to secured refinancing, this trend could 
be reflected by creating an alternative benchmark referencing to secured refinancing 
transactions such as Repurchase Agreement (Repo) rates. 

 
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? 
 

We believe that transparency constitutes an essential part of the process of establishing and 
computing benchmarks. On the one hand, improving transparency will help to restore 
confidence in the integrity of the markets, which is an essential prerequisite for functional 
capital markets. There is, for example, a higher grade of transparency concerning EURIBOR 
than concerning LIBOR, as EURIBOR rates posted are already being published by 
Bloomberg and therefore known by professional traders. On the other hand, the non-
disclosure of posted rates to the public could take pressure from banks as they do not have to 
fear negative market reactions.  

 
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?  
 
The European Commission, on 25 July 2012, already took steps to regulate the manipulation 
of benchmarks by amending its proposal for a Regulation on insider dealing and market 
manipulation (market abuse), COM(2012) 421. Additionally, the European Commission 
amended its proposal for a Directive on criminal sanctions for insider dealing and market 
manipulation, COM(2012) 420 by criminal sanctions concerning the manipulation of 
benchmarks. From our point of view, these are adequate steps to regulate the manipulation of 
benchmarks.  
 

 

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?  

For legislators it might be an adequate approach to implement the above-mentioned measures regarding 
transparency, governance (taking into account the national characteristics of company law) and 
alternative benchmarks.  



The widespread use of LIBOR as a reference in financial contracts, will, realistically, require continuity, 
at least in the medium term. If an alternative benchmark should be developed for the market, it should, 
as a matter of principle, only be applied to new contracts.  

 

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

Regarding measures to improve transparency, we draw attention to our answers above.  

 

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? 

On this point, we would like to refer to our answers to Q2 and Q4. On the European level, provisions 
concerning the strengthening of governance and the improvement of transparency will impose the 
sanctions laid down in the European Commission’s aforementioned amendments to its proposal for a 
Regulation on insider dealing and market manipulation (market abuse) and to its proposal for a 
Directive on criminal sanctions for insider dealing and market manipulation.  

 

 

 


