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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:

The Norwegian Consumer Council, Senior Policy Adviser Veronica Herlofsen

 Description of the main activities of the organisation:

Policy Department, Financial Services

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

No, I do not object

TOPIC 1: TACKLING THE CULTURE OF MANIPULATION 

mailto:econ-secretariat@europarl.europa.eu


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

Market abuse in form of manipulating benchmarks for interbank lending rates have a serious effect on 
all financial instruments because of its significant as a steering rate in the financial market, and is a 
threat to financial stability and system confidence. Interest- rates swaps because of LIBOR manipulating 
effect as well state and local government as well as hedge funds and other investors. According to 
estimates of the potential cost of the current LIBOR investigation of possible market abuse among 16 
banks made by the Australian based Macquarie Research in July (Mark Gongloff, The Huffington Post, 
27 August 2012), are estimated to more than $ 176 billion. The consumer confident, contact and 
reliance among the participants in the banking industry is already seriously questioned after the 
financial system failure and worldwide financial crisis. If there is no confidence in the financial system 
it has the risk of effecting internal markets and world trade, and with a potential to suffer and halt the 
overall trust on currency validity.

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

The bank industry lack of transparency, close dependency and mutual benefit of interest defend the need 
of tight regulation, close supervision and managerial criminal charges to ensure the integrity, rehabilitee 
and quality of steering benchmarks, financial instruments and markets. The market abuse in form of 
manipulating benchmarks for interbank lending rates or interest rates in general, should be criminalized, 
prosecuted and categorized as organized crime and corruption. Individual criminal charges towards 
CEO and the Board of Directors should be raised. The financial consequences of the financial crisis due 
to irresponsible banking have so far not caused any criminal or personal charges towards any CEO nor 
any member of the Board of Directors. Fines and settlements can be a justified action or sanction to 
minor individual breach of market behaviour, but fines and settlement have shown to have limited effect
to change the behaviour of the industry, and in the end; victimized third persons – the company clients 
and its shareholders. Those penalized in the current financial crisis has been governments, shareholders 
and individual taxpayers, whilst the industry continue their policy towards their shareholders and 
customers; to maximize their short term personal profits at the expense of the best interest of the 
company. To only have actions or sanctions in form of fines to the industry whom themselves rate the 
value of money, become a contradiction.

 In Norway the Financial Supervisory Agency (Finanstilsynet) does not have the authority to fine, but 
can call back the company licence. The imbalance and lack of graded reactions have caused a high level 
of tolerance for interference to correct unwanted developments. This lack of balance between penalty 
reaction and level of breach have according to our experience(the Norwegian Consumer Council) been 
damaging to adjust unethical behaviour and to be in front of possible risk, unwanted development and 
possible system failure in the financial market, especially experienced in the retail investment market. 

Tolerances for unethical behaviour have damaged the reputation of the financial industry as a whole. 
This has to change.

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?

To ensure the reliability it is of most importance to secure full transparency in the process of 
setting the benchmark and entities that have an input. It should be regulated, closely monitored 
and effectively sanctioned.



b. Are traded rates as opposed to offered rates a better basis for input? 
Only traded rates as a basis for input to the benchmark give the accurate input, and give less 
room for possible market abuse.

Offered or published rates compared to actual binding rate from the various contractors, do not 
necessary give any direction to the actual level of trade. This could be a hamper to fair trading,
reliability and investor confident, since the accepted rates between counterparts always will be a 
result of negotiations based on offers in the market. To not have transparency in the rates
accepted, give room for market manipulation and abuse. No public insights give the supervisory 
authorities an impossible task to assure fair trading. 

To accept offered rates - not accepted rates, could be compared to handing out the Gold Medal 
in the Olympics based on estimates, not actual performance.  

Or should a 'hybrid' approach be adopted? No

             Should the posters of rates be granted anonymity?
             No, transparency and appropriate incentives and sanctions form the foundation of good 
             governance and is the only possibility to secure fair trading and state the level of trade.

c. What would be the potential downside to such an approach? 
Anonymity will hinder transparency of the level of trade and gives room for market 
manipulation. In addition it gives incentives to try and manipulate hence the minimal risk of 
exposure. At last, anonymity will give the elected supervisory authorities an impossible task to 
assure accountability, level of trade and fair trading in the market

Would such a status add or diminish the integrity of prices?
Anonymity of prices will diminish the reliability, caused by lack of approvability and possibility 
to conduct follow-up examination. Disclosure of The LIBOR manipulation was a result of a 
whistle blower, and the only way this fraud could be exposed - under the legal mandate of today,
to the authorities and public in general.
  

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 attempt or actual manipulation of benchmarks should have the legal consequence and
criminalized as organized crime and corruption; if more than one company involved, be 
prosecuted as organized crime or at least corruption. Instead of penalising the company, the 
CEO and Board of Directors should be prosecuted for the attempt or actual manipulation to
adjust unethical behaviour. The company or companies involved should/could be fined or/and
deprived of their licence.

TOPIC 2: ESTABLISHING INTEGRITY AND TRUST POST LIBOR/EURIBOR

Q3: What specific measures should be taken at European/Global level to improve investor 
confidence? 



Tight regulation, close supervision and possibility for white-collar criminal charges to ensure the 
integrity, reliability and quality of steering benchmarks, financial instruments and markets. To improve 
investor confidence it is equally essential there become a better balance between the protection of free 
and fair trade and client protection. The responsibility of a financial product of any kind; its 
authentically, price and liability should - like in any producer of goods - lie with the seller: like the price 
of money (interest rates) as a product of payment. 

How can cooperation between global regulators be improved?

The collapse in the financial system in 2007 had a global effect and millions of people lost their 
livelihood. The worldwide consequences state the need for a multinational consensus in rule of law 
within the financial sector regarding the interbank lending rates. The financial industry cannot self 
regulate; an industry with lack of transparency, mutual dependency and benefits of non disclosure. It is 
an urgent need to reform the regulatory system, but in addition it is critical to conduct an overhaul of 
how the financial sector operates.

The protection to trade cannot foresee the responsibility of what you have sold.

The Norwegian Consumer Council has in our annual meetings with the Financial Supervisory Agency 
(Finanstilsynet) in Norway since 2010, asked how banks set their interest rate margins and interbank 
lending rates. Since 1 August 2011 the NIBOR (Norwegian Interbank Offered Rate) has been calculated 
and published by Finance Norway(FNO), a trade organisations for financial institutions established in 
2010 to protect the interest of the financial institutions in Norway.  FNO have drafted the guidelines for 
the interbank lending rates and point out the members of the interbank lending rate panel, all members
of FNO. The NIBOR is based on a simple average estimate of selected member panel banks published 
rates, but not the rate accepted in practice. Any disputes are solved within the organisation with no 
transparency or public reporting to Finanstilsynet or any other supervisory. The Norwegian banks had in 
2010 and 2011 their all time high results, despite the claimed effect the financial crisis have had on their 
results.

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

At the Global level there need to be a Superior Advisory/Fraud Office to governmental supervisory with 
legal mandate to claim country- to- country reporting, to investigate and prosecute cross-border. The 

Norwegian Consumer Council is concerned over the lack of transparency, lack of neutral participation 
and lack supervisory overview regarding NIBOR.  This could be a hamper to fair trading, 
trustworthiness of NIBOR as a steering rate and investor confident, given that the accepted rates 
between counterparts always will be a result of negotiations based on offers in the market. To not base 
interbank rates in the rates accepted, give room for market manipulation and; give the supervisory 
authorities an impossible task to assure fair trading.  retability and financial stability, 
and to generate added value t Our aim is price stability and financial 
stability, and to generate added value through investment 
management 
Q4: What specific measures could be taken to enhance transparency and information quality in 
the financial sector?

We find no obstacles to have the same system for monitoring interbank lending rates as the stock 
markets worldwide but based on documented contracts, hence under monitoring, supervision and 
control of the EBA (European Banking Authority) or national central banks, with no forewarning of 



sporadically control of random selected contracts. Any suspicions of irregularity should be informed to 
the supervisory authority and could be investigated by Interpol or/and the National Authority for 
Investigation and Prosecution of Economic Crime/Fraud Office.

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?

The bank industry’s lack of transparency, close dependency and mutual benefit of interest defend the 
need of tight regulation, close supervision and managerial criminal charges to ensure the integrity, 
rehabilitee and quality of steering benchmarks, financial instruments and markets. At the Global level 
there need to be a Superior Advisory/Fraud Office to governmental supervisory with legal mandate to 
claim country- to- country reporting, to investigate and prosecute cross-border. The LIBOR scandal 
states the need for a multinational consensus in rule of law within the financial sector regarding the 
interbank lending rates.  The attempt or actual manipulation of benchmarks should have the legal 
consequences and criminalized as corruption or/and organized crime; if more than one company is 
involved. Instead of only penalising the company, the CEO and Board of Directors should be personally 
prosecuted for the attempt or actual market abuse. Severe reactions and personalized consequences are 
needed to adjust unethical behaviour in the financial industry for the future.

THANK YOU FOR RESPONDING TO THIS QUESTIONNAIRE.
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