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Arlene McCarthy MEP 
c/o ECON Secretariat 
European Parliament 
Rue Wiertz 60 
1047 Brussels  
 
By email: econ-secretariat@europarl.europa.eu  
 
 
Dear Arlene 
 
Questionnaire on Market Manipulation: Lessons and Reform Post-LIBOR/EURIBOR 
 
Please find attached with this letter, a copy of ICAEW’s submission to the recent review related to 
LIBOR taking place in the UK as input to the Committee’s public consultation on Market 
Manipulation: Lessons and Reform Post-LIBOR/EURIBOR issued in August 2012. 
 
In particular, please find attached: 
  

 ICAEW submission to the HM Treasury (UK) on The Wheatley Review of Libor: initial 
discussion paper, dated 7 September 2012. This covers a number of points raised in the 
consultation questions. The submission is also available on our website at: 
http://www.icaew.com/~/media/Files/Technical/icaew-representations/2012/icaew-rep-131-
12-wheatley-review-on-libor.pdf)  

 Response to Question 5, based on extracts from the ICAEW submission to the UK 
Parliamentary Commission on Banking Standards, dated 24 August 2012. 

 
We would be pleased to provide additional information on our papers, including on our initiative to 
develop guidance for auditors on providing assurance on interest rate benchmarks. Please, contact 
our Head of EU Public Affairs, Susanna Di Feliciantonio on +32 2 2350613 or 
susanna.difeliciantonio@icaew.com, if you would like to discuss our views further. 
 
ICAEW is listed in the EU Transparency Register (ID number: 7719382720-34). We do not object 
to the publication of this submission. 
 

Yours sincerely 

 

Iain Coke 
Head of Financial Services Faculty 
T +44 (0)20 7920 8674 
E iain.coke@icaew.com  
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RESPONSE TO QUESTION 5 
 
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? 

1. We believe the banking sector should be challenged to develop an effective model of 
professional standards that supports and encourages personal and organisational integrity, is 
supported by effective monitoring and enforcement mechanisms and that can be seen to 
promote confidence. A sound and effective regulatory system will always be required, and 
should complement such a model. If the banks took professional standards seriously (and 
could demonstrate that they did), government or independent regulation may become a 
backstop, rather than a primary means of maintaining confidence in the financial system. 
 

2. ICAEW has a long history of applying professional standards. We are also aware of the 
challenges, tensions and issues that need to be addressed in such an approach. Codes of 
ethics are an important feature of a professional standards-based approach. Ethics and 
integrity involve an element of human judgement and, as such, are very hard to address 
through hard law, such as legislation or detailed regulation. 

 
3. When setting regulations it is important to consider the potential impact upon behaviour and 

the extent to which stronger regulations may undermine professional standards and self-
regulatory structures. It should be in the long-term interests of banks and the banking sector to 
act with integrity, because the sector is based upon public confidence, and problems around 
confidence are very damaging, not only to individual institutions but to the sector as a whole.  
 

4. However, short-term pressures can often lead to conflicts with these long-term goals. Self-
regulatory mechanisms should focus upon addressing conflicts between short and long-term 
interest. Regulation, including professional standards, principles and rules, should seek to 
strengthen, rather than replace, self-regulation, including providing monitoring through 
supervision and sanctions. Regulation should also seek to address gaps in self-regulation and 
to take action where collective action is needed across the banking sector, but where it may 
not be possible for a bank to take unilateral action, for example because it would become 
significantly uncompetitive. 

 
5. We include among self-regulatory measures desirable features of any social group like 

integrity, self-discipline, adherence to norms of behaviour and peer-based enforcement of 
these norms. These features apply at both a personal and organisational level. The objective 
of increasing professional standards in banking should be to increase trust in banks and 
bankers. For such increased trust to be deserved, it needs responsible people to behave in a 
responsible way. External regulation is also needed, not least because people do always not 
behave responsibly. However, even a regulatory system based upon highly prescriptive rules 
will not promote public confidence in banks if the underlying system is fundamentally corrupt 
and lacks self-discipline.   

 
6. ICAEW has a well-developed code of ethics, and ethics are embedded within the training of all 

ICAEW chartered accountants. We also supplement this by providing a series of case studies 
and an ethics advisory helpline. The accountancy profession’s approach to ethics is based 
upon ‘threats and safeguards’. This recognises that ethical dilemmas and conflicts are 
inevitable, but that these can often be managed by adopting appropriate safeguards, which 
may include certain prohibitions. We believe that this approach, while potentially more difficult 
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to apply as it requires judgement, leads to more ethical problem solving as it forces people to 
confront the ethical aspects of their behaviour. 

 
7. The accountancy profession has traditionally applied its ethical codes against both individuals 

and firms, with an ability to take disciplinary action against both. This ability is reinforced by our 
statutory responsibilities for licensing firms for audit, insolvency and undertaking investment 
business. This link to organisations is important, because it extends ethical responsibilities 
beyond individuals. Being part of a wider constituency that cuts across organisations can be a 
powerful tool in promoting professional standards of expected behaviour. 

 
8. Trade associations perform a different function to professional bodies. The financial services 

sector has a number of well-established trade associations, from bodies representing the 
banking / investment banking sectors to more specialist bodies focusing on particular aspects 
of financial services. Their role focuses more on representing the interests of member firms. 
Working with member firms allows them to undertake cross industry initiatives to promote 
matters such as integrity, or reach agreed common treatments. They do not traditionally take 
on disciplinary functions against their members so their initiatives can lack bite, compared to 
those of professional bodies where disciplinary actions, potentially including exclusion, have 
real impact. 

 
 
 
 
WHO WE ARE 
 
ICAEW is a world-leading professional accountancy body. We operate under a Royal Charter, 
working in the public interest. ICAEW’s regulation of its members, in particular its responsibilities in 
respect of auditors, is overseen by the UK Financial Reporting Council. We provide leadership and 
practical support to over 138,000 member chartered accountants in more than 160 countries, 
working with governments, regulators and industry in order to ensure that the highest standards 
are maintained.  
 
ICAEW members operate across a wide range of areas in business, practice and the public sector. 
They provide financial expertise and guidance based on the highest professional, technical and 
ethical standards. They are trained to provide clarity and apply rigour, and so help create long-term 
sustainable economic value.  
 
The Financial Services Faculty was established in 2007 to become a world class centre for thought 
leadership on issues facing the financial services industry acting free from vested interest. It draws 
together professionals from across the financial services sector and from the 25,000 ICAEW 
members specialising in the sector and provides a range of services and provides a monthly 
newsletter FS Focus. 

 
The ICAEW Europe Region is headquartered in Brussels and brings a pan-European perspective 
to ICAEW’s work through regular interaction with professional bodies, firms, oversight authorities 
and market participants across Europe. It also engages with approximately 5,000 members in EU 
member states outside the UK. 
 
 
 
 
Iain Coke 
Head of Financial Services Faculty 
+44 (0)20 7920 8674 
iain.coke@icaew.com  

Susanna Di Feliciantonio 
Head of EU Public Affairs 
+32 (0)2 235 0613 
susanna.difeliciantonio@icaew.com   
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