
 

 

 

 

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: 

Christopher Woods   Odiri Obiakpani 

Governance & Policy    Regulatory Strategy 

FTSE International Ltd  London Stock Exchange Group plc 

12th Floor, 10 Upper Bank Street  10 Paternoster Square 

London, E14 5NP  London EC4M 7LS 

+44 (0) 207 866 8002  +44 (0) 20 7797 1886 

Christopher.Woods@ftse.com  oobiakpani@londonstockexchange.com 

 Description of the main activities of the organisation: Financial Services 

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. 
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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? 

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

The London Stock Exchange Group (LSEG) cannot comment on the extent of any “culture of 
manipulation” with regard to LIBOR or other benchmarks currently in use by market 
participants.  

As to the vulnerability of other instruments, markets or benchmarks, we suggest that this will 
depend on the approach to governance and calculation. A benchmark based on borrowing 
rates quoted by banks, and not from prices that reflect actual trades, may be potentially more 
susceptible to manipulation than a benchmark based on a traded price. However, it would be 
premature to extrapolate the concerns with quotes to benchmarks more generally. 

LSEG believes that the most appropriate approach to minimise the risk of manipulation is to 
put in place transparent, robust and independent governance frameworks around the quote 
submissions, which will serve to corroborate the quotes in the light of comparable bank data, 
including actual trades, and comparable market rates obtaining at the time. The details of the 
corroboration process could be agreed by an independent committee of market participants 
whose membership is not limited to the banks themselves but includes representatives from 
corporate and government agencies, industry bodies and fund managers. The committee 
would be maintained by an independent body, and regulators could be invited to attend the 
committee as observers.  

It is our view that such a governance framework would discourage attempts at manipulation 
and will establish the credibility of the process and hence engender confidence amongst its 
users. 

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? 

The experience with LIBOR suggests there is a place for greater regulatory oversight of 
these types of benchmarks, particularly with regard to those submitting the quotes. The 
Wheatley Review paper on LIBOR1 sets out the possible extent of regulatory oversight 
including bringing the LIBOR submission process into the regulatory ambit and 
requiring those submitting quotes, and/or their managers, to fall within the scope of an 
“Approved Persons” regime. This would allow the appropriate regulatory bodies to 
assess the suitability of firms, including assessments of their controls and training 
procedures, and of their staff for submission purposes.  

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

approach be adopted? 

This would depend on what information/data is available. It will not always be feasible 
to replace offered rates with actual trade data. However, to the extent that actual trades 
in comparable tenors and currencies have taken place, these can be used as one of the 
ingredients in the corroborating process. Other information that could be used in the 
comparison include the contributors’ own fair value credit adjustments made to their 

                                                 
1
 http://www.hm-treasury.gov.uk/d/condoc_wheatley_review.pdf 
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assets and liabilities, and market rates (including GCF repo rates, OIS rates, and rated 
inferred from Eurodollar futures and FX swaps – in the case of LIBOR etc). 

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? 

There may be some advantage in conferring anonymity on submitters including 
reducing the immediate stigma associated with tendering unusually high quotes at 
times of financial stress, and in allowing alternative benchmark calculations based on 
sampled quotes. However, it will be important that those overseeing the index, for 
example through the governance committee proposed above, have sight of named 
contributors’ submissions in order to corroborate their reasonableness in the light of 
comparative data available at the time. 

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 Wheatley Review paper outlines options for strengthening the criminal sanctions 
regime. The Directive on Criminal Sanctions for Insider Dealing and Market 
Manipulation (CSMAD) may have a role in producing a Europe-wide scheme. 

 

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? 

FTSE (part of the LSEG Group) has a long experience of running significant benchmark 
indices such as the FTSE 100 and it is our experience that user confidence is greatly 
enhanced through the effective use of independent oversight committees, transparent index 
ground rules, and robust index design. Putting similar governance around quote based indices 
will help to increase their credibility. 

As detailed above, the LSEG believes that investor confidence would be significantly improved 
were regulators to encourage the establishment of strong governance frameworks around the 
construction of financial indices, particularly those that are calculated through inputs other than 
traded prices.  

On the continuity of LIBOR, we believe that there would be no immediate need to pursue 
replacements or amendments to LIBOR with such a governance structure in place: the fact 
that quotes will be assessed for reasonableness by an independent committee will serve to 
increase confidence in the rate.  

However, by involving all relevant market participants in a committee forum, future evolutions 
of the calculation of the index, including perhaps into one where submitted quotes are one of 
several inputs, can be discussed and formulated so as to achieve wide market acceptance. 

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? 

FTSE’s long experience in calculating financial indices has resulted in a set of principles that 
embody best practice. These principles apply to all indices but are particularly relevant to 



 

 

those indices that underlie financial products, including Exchange Traded Funds and 
derivatives, and those like LIBOR that rely on data other than traded prices.  

 Establishment of independent oversight committee with membership drawn widely 
across market participants that ratifies index rules and calculation methodologies; 

 Open publication of the rules, methodology and other material necessary for market 
participants to understand the construction and maintenance of the index; 

 Defined protocol for disseminating index data including constituent data and index 
values; 

 Periodic review of the data inputs and methodology used to construct the index; 

 Defined error correction policy. 

THANK YOU FOR RESPONDING TO THIS QUESTIONNAIRE. 

 


