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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:

UniCredit S.p.a.

 Description of the main activities of the organisation:
UniCredit is a major international financial institution with strong roots in 22 European
countries, active in approximately 50 markets, with about 9.500 branches and 150.000 
employees.
UniCredit is among the top market players in Italy, Austria, Poland and Germany. In the CEE
region, UniCredit operates the largest international banking network with around 4.000 branches 
and outlets. UniCredit Group is a market leader in the CEE region.

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

X yes, I object  no, I do not object

mailto:econ-secretariat@europarl.europa.eu


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?
We are not aware of manipulation practices being present in Italy, although they seem to exist more 
widely, as demonstrated by recent events.
These behaviors are generally regulated and banned by internal codes of conduct, commonly adopted in 
all companies and / or organizations and are also dealt with by the Code of Conduct of ACI 
International. Amongst the most frequent causes originating manipulations, we see:
- a non-effective prevention of conflicts of interest;
- an inadequate dissemination of the culture of operational risks mitigation, specifically those relating 
to market dynamics;
- the lack of liquidity of certain markets often associated with very small volumes of certain products, 
as well as the criteria for determining the benchmarks.
In the case of benchmarks based upon actual and transparent transactions, the problem essentially 
consists in the total volumes of the negotiations (liquidity of the product), since the smallest are the 
volumes, the greatest is the capacity of one or more participants to influence the relevant  price.
On the contrary, in the case of benchmarks only formed on the basis of simple statements by 
contributors (thus not connected to adequate and effective underlying transactions), the problem consists 
in the level of professionalism and fairness of the contributor and it does therefore appear to be certainly 
higher.

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

In the presence of widely used benchmarks, whose importance for markets and real economy is high, 
benchmarks should be representative of high trading volumes and their calculation should result from 
actual and transparent trades, so as to ensure that it be legitimate and trustful. This result can be reached 
more easily when transactions are concluded on electronic platforms.

In legal terms, making reference to the recent “Amended Proposal for a Regulation on insider dealing 
and market manipulation” and the “Amended Proposal for a Directive on criminals actions for insider 
dealing and market manipulation” issued by the EU Commission in July 2012 last, we believe the 
wording proposed by the EU Commission should be amended as follows:

REGULATION

In Article 2(3) the following point (d) is added: 
"(d) benchmarks, where (i) any transmission of information, input, calculation or behaviour affects, or 
is likely to affect the calculation of the benchmark; and (ii) affects, or is likely to  affect the price or 
value of a financial instrument where the price or value of that instrument depends on that transmission 
of information, input, calculation or behaviour".

In Article 8(1) the following point (d) is added:
"(d) transmitting false or misleading information, providing false or misleading inputs, or any behavior 
which (i) manipulates the calculation of a benchmark.and (ii) affects, or is likely to  affect the price or 
value of a financial instrument where the price or value of that instrument depends on that information, 
inputs, behaviour".



DIRECTIVE

In Article 4, the following point (e) is added:
“(e) transmitting false or misleading information, providing false or misleading inputs, or any other 
equivalent behavior which intentionally manipulates the calculation of a benchmark and (ii) affects, or 
is likely to  affect the price or value of a financial instrument where the price or value of that instrument 
depends on that information, inputs, behavior”.

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?

An adequate - not excessive - level of regulation would be appropriate, as well as monitoring by 
the regulator in full compliance with codes of conduct and operational procedures in individual 
companies.

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

The best solution would be that rates/prices should be actually traded; nevertheless, in illiquid 
markets the adoption of a hybrid solution could be still acceptable, although the two components 
in the presence of inefficient markets, such as those that characterize the current phase, can lead 
to erratic readings with potential misalignment, not negligible, especially for rarely dealt with 
maturities. A possible hybrid solution should be also associated with a high level of regulation 
and possible control of contributors and to a definition of the contribution modalities so as to 
ensure an utmost transparency.

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?

The anonymity of the individual contributions to the panel is not necessary in order to maintain 
the current level of transparency. In this respect, we point out that benchmarks formed only on 
the basis of the contributors’simple statements (e.g. Euribor) cannot be influenced by the 
anonymity of such contributions.
In the case of a different parameter definition – whose content is related to the effective 
operation of the individual contributors (e.g. Libor) - the anonymity would certainly guarantee 
due confidentiality on transactions but contributions would however need to be monitored by the 
regulator to preserve the system.
Moreover, we are of the opinion that anonymous contributions disclosing actual underlying 
transactions may unduly increase the volatility of these latter benchmarks.
More in general, the anonymity of transactions is an important issue to be taken into account
since banks, for obvious reasons of operational strategy, do not like to make known their 
position on the market; hence requests in the past times for the set up of anonymous markets via
electronic platforms, clearer etc..

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? 

Every type of power useful to handle this danger effectively will be high added value and will 
allow the re-establishment of trust on benchmarks by markets and public opinion. On top of 



constant monitoring by regulators of the work of contributors, there will be a need to define 
precise and objective criteria for contribution, verifiable ex post.

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?

In general, the confidence of investors in a given market is definitely linked to its degree of 
transparency (volumes and prices).

Common rules, which avoid competitive disadvantages from a regulatory perspective, as well as 
standardization of products must be pursued and adopted at international level through cooperation 
between the various regulators and representatives of different markets.

Regarding, in particular, the benchmarks in question (Libor/Euribor), it should be noted that the 
financial crisis of recent years has severely affected the interbank market, especially with regard to its
liquidity.

In order to restore efficiency of the interbank market, it would be necessary to adopt measures aimed at 
improving the level of transparency of transactions and, above all, to stimulate through appropriate
regulatory measures the level of liquidity. This would also ensure an efficient transmission of monetary 
policies to real economy.

Given market developments and operational discipline provided for by major central banks, we consider 
it necessary that benchmarks be set up with reference to different segments of the money market (not 
limited to the unsecured segment but extended for example to short term papers, that already benefit 
from the harmonization criteria inherent in the STEP label).

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

A feasible solution could be represented by:

• the creation of a European market participated by a selected group of banks belonging to each of the 
Euro zone Member States, meeting specific requirements, along with other groups of investors (also 
meeting specific requirements). Such diverse participation would facilitate the crossing between 
demand and supply of liquid funds with the use of instruments that could be either asset-backed or 
not.

• the adoption of specific rules for the market referred to above, allowing:

     - a lower capital requirement for the assets exchanged;

     - no inclusion of this type of assets in the liquidity ratio (for example, by making assets freely 

        employable);

     - uniform tax treatment for all members;

• the adoption of an electronic platform that gives maximum transparency to trade (volumes and 
rates), under the supervision of a specific institution / regulator;



• use of the rates actually traded on such platform as reference benchmarks on a daily basis with 
regard at least to some of the most liquid technical maturities (e.g. short-term maturities + 1/3/6 + and 
possibly 12 months).

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

In markets originating benchmarks of systemic importance, either a "concentration of trading" on 
electronic platforms or an obligation to transmit appropriate (standardized, homogeneous, ...) statistics 
to a specific institution (e.g. to trade repositories that already operate within EMIR) would be advisable
to ensure a higher level of transparency.

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?

Establishment of a unique supervisory body at European level and greater coordination with similar 
international institutions at EU level.

THANK YOU FOR RESPONDING TO THIS QUESTIONNAIRE.
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