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-
In the Beginning ... Barclays(F845. .. B5azk)

“Hi Guys, We got a big position in 3m libor for the next 3
days. Can we please keep the libor fixing at 5.39 for the
next few days. It would really help. We do not want it to fix
any higher than that. Tks a lot.” (September 13, 2006,
Senior Barclays Trader in New York to Submitter);

(M8 3Z T 2RAI3KAE |, TFIE—=AEBUAYISEHSEITLIBOR |, BAPIeT LATEARIR A4 K=
LIBORTEE4EF1E5.3915 , EZERANEL) , HAELIBOREELLS.30BSHIKEE
%1 , (2006.9.13 BRFHNEFZHE)

-“For Monday we are very long 3m cash here in NY and
would like the setting to be set as low as possible ...
thanks” ( December 14, 2006, Barclays Trader in New
York to Submitter).(EEi—H & 300 ATIR S ERAT, Feffd
5 B AE (B EEFER) S ERMERNEF . . 2%:51(2006.12. 14 B 523k
1932 3 B EAAXERER))




In the Beginning... UBS(!W!!\IQ...FF%%D)

“I live and die by these libors, even dream about
them....have put some pressure on a few people | know
to get libors up today” (Nov 8, 2006)(LIBORREFRIFL:E
BES AT SRELL. ... FEIIBIE—LRGERREIIA L K&
LIBORIES
[to interdealer broker] “if you keep 6s unchanged today |
will do [expletive deleted] one humongous deal with
you...Like a 50,000 buck deal whatever. | need you to
keep it as low as possible ...I’ll pay you, you know,
50,000 dollars, 100,000 dollars whatever you want
I’m a man of my word.” (Sept. 18, 2008)([EI32 28 Z“‘?E
R [ANSRIRMEFOs A E Bl B [ BGHB(R N —{E—=ke
RRZZE... 850,0007T, FE(RE "BRE" /K ELEFERME
RINF.. Be {82 (RIEAY,50,000:22100,00025T, AL {E
B0 HEEREEEEEHIA)



http://www.cftc.gov/ucm/groups/public/@newsroom/documents/file/misconductwrittencommunication.pdf
http://www.cftc.gov/ucm/groups/public/@newsroom/documents/file/misconductwrittencommunication.pdf
http://www.cftc.gov/ucm/groups/public/@newsroom/documents/file/misconductwrittencommunication.pdf

Manipulation Cases: Catalyst for Change
(RAETIR RG-SO AL TE))

-High profile manipulation cases against Barclays, UBS, Royal Bank of Scotland and
ICAP and Rabobank (2012-2013) - not only by CFTC but also UK FSA, Swiss FINMA and
Japan FSA — involving LIBOR, EURIBOR and TIBOR - were the catalyst for global efforts
to address financial benchmark manipulation, including: (Barclays, IR, ERiEEE3IR

17.ICAP RIS FiRITE ELEGIFBMERM e mIGHR- A~ RCFTC, 128 REFSA,
InEFINMAFDH ARYFSA-E1ELIBOR, EURIBOR K TIBOR-{EEE KIS N EMT ERIE EISIE
AT R)

‘The Wheatley Review of LIBOR;(Wheatley Review#z5HILIBOR)

‘The European Commission’s Consultation on the Regulation of Indices;(BXEEH{TEE=

LR EUERIIEE C =)
-European Securities and Markets Authority’s Consultation on Principles for benchmark-
zgttin% processes; (EXMESN HIZEREHEEEIEEREZEFHIEERERAIMERE
Sl==f

-BIS Board of Governors Economic Consultative Committee; (BBEEIRITZ KB4
RE)

-Global Financial Markets Association. (2IKERIEIFHS



IOSCO: Financial Benchmarks(ZfiEf EEH )

N4y

-In September 2012 IOSCO formed a Task Force on
Financial Benchmarks co-chaired by the CFTC and UK
FCA.

-(2012.09 10SCO¥ERIEN EE ER N —(E/\AH, HCFTCFOUKRIFCAH
EE=S))

-In July 2013 - following two consultation papers and one
stakeholder meeting -- the Task Force produced the
Principles for Financial Benchmarks, which were adopted

by the IOSCO Board in July 2013.(2013.07--2{ 58/ 34K &
MEBRAGSR —z/IVETIE T SRMEREEEEEECREA , WHt20135F
7B #10SCO#ES)

-Principles endorsed by the Financial Stability Board Gz/=E!
22 RIS EESEEFSBRETA (53)




-
|IOSCO — PRA Principles

-In 2011 the G20, recognizing the role of price reporting
agencies (PRASs) for the proper functioning of oil markets,
asked that IOSCO, in collaboration with International
Energy Agency, International Energy Forum, and the
Organization of Petroleum Exporting Countries (OPEC)
prepare recommendations to improve their functioning and

oversight. (7FE20114#9G20 , B AR MEREHIE(PRASER MR P E—(EE B
DIRERA e, s8I OSCOEEEFRREIRE (IEA), BIFFRERE £ = (IEF) R OPECIEH—EE R A18
PRAFIEE R B ETHAY

-PRA work taken forward by IOSCO Committee on
Commodity Derivatives Markets, chaired by UK FCA and

the CFTC. PRA Principles finalized in October 2012.(PRAE{E

DIREHRTTE IR mMH L IOSCOEEE (UKRIFCAFICFTCER)HIE PRASZIR
HI22012.105chk)



Common Objectives (EBaILiE HIE)

-Both sets of principles were viewed as voluntary frameworks for
administrators. (E£/REIHFR AL EIEA BB EHEER)

-Both sets of principles were designed to minimize vulnerabilities that
could undermine the accuracy and reliability of a benchmark
determination by addressing: (BRAIAVEEETRR L HEREEEIZEZ
HEREM R AT S MR TRES PR R B/ M)

-Governance and control - how administrator is managed, management
responsibility, conflicts of interest, control frameworks. (RIREREEE-&
EABWIHETE ETEEE CHE A mEse 15HI5848)

-Quality of the benchmark - benchmark design, express priority for
data drawn from active markets, quality controls for submitted data.(&
ERNMEB-EEETE ERBREHISHHER BB REERMm
BzizH)

- Accountability - complaints procedures, audits and cooperation with
regulatory authorities. (EEHNE(E- =R ER SR EMES(F)




IOSCO Did Not Expect a One-Size-Fits-All” Method of
Implementation(IOSCOAE XHIF—(E—ERiB FHINETTHHE)

-“Differences in methodological approach or the specific measures to
obtain bona fide information are permissible, provided they meet the
objectives set out in the [PRA] principles.” (RISt EF AR A S A=
& ELEREIINEEEN, LA H R aRAl)

- "In particular, the implementation of the [Financial Benchmark]
Principles should be proportional to the size and risks posed by each
Benchmark and/or Administrator and the benchmark setting process.”

-FFRIRYE, [(EREEEERAINER L, EEEENEEEARERN
TR B | pi R B T L AR 22 Ak EL )

-Example: The application of the Financial Benchmark Principles to
benchmarks that are derived from regulated markets or exchanges with
mandatory post-trade transparency requirements could be less
intensive. (0 REIFEER L, EREEISER I RSN HIZER BT
1ITEEMZR, BEIS B Z1ERMRIRR S AT LABCA BR1S)




|IOSCQO’s Position on Factors Influencing Need for Regulatory
Action(IOSCOMNENAER EREITARTNKEZCHE)

Facts and circumstances of Benchmark activity in a jurisdiction;FRE &

IR, HEESITHRRESEEREE)

-Impact of such activity on the member's regulatory responsibilities; (&
EiERERRES N E R EEEINEDR)

-Investor and retail usage;((RE&NEEE)

-Economic and financial stability impacts of such activity;(E£EiStEHEE
e BRI E 8

-EXxisting review and approval authority over rules governing the listing
and trading of securities and derivatives that reference benchmarks;(B
BIERIHHEAR R RS N E R 2 B s TR R fa R
27 Z TERR)

-Allocation of regulatory responsibility within a jurisdiction; and(&#E&0
BENEERECEE)

-The IOSCO member's determination of the need for, and effectiveness
of, any policy changes.(IOSCOR & REEFRK A BXUMEN BEREL)




CFTC Approach to Benchmarks -1

-CFTC rules focuses on ensuring the integrity of the derivative instrument that references
a benchmark through, among other things: (CFTCZ &R EFERITEM T E 2= R
TEEREINREE S

-CEA Core Principle listing requirements imposed on exchanges (DCMs) and swap
execution facilities (SEFs): “shall list only contracts that are not susceptible to
manipulation”.(CEA Z /LR R #4175 E 2RI (DCMs) R ATHRELATHA TaR I (SEFS) 22
M2 EK S —RE 2T )

-In evaluating the susceptibility of a cash-settled contract to manipulation, core principle
guidance states that a DCM should consider the size and liquidity of the cash market
that underlies the listed contract in a manner that follows the determination of deliverable
supply. [“anchored in transactions” concept] (FHLIRERZIRLZRMNBS S M 2R
HIFADCMAE LN ZIREM Mt E L | EE 2R EMIZRIRIER mENT)

-In particular, situations susceptible to manipulation include those in which the volume of
cash market transactions and/or the number of participants contacted in determining the
cash-settlement price are very low. (E—2 K50, Z et ST BIEIREMEZ X ZEIEE

DRIEGRERSEEEZEABIFED)



CFTC Approach to Benchmarks - 2

-Where an independent, private sector third party calculates the cash
settlement price series, the DCM should verify that the third party
utilizes business practices that minimize the opportunity or incentive to
manipulate the cash-settlement price series. (E¥8:,FAZPFIZE=H
=T RIREAEF 2 (ENS, DCMIEREE E = h i s B 15 L B/ MAIRAER
EREFAERZ T EEI)

-Such safeguards may include lock-downs, prohibitions against
derivatives trading by employees, or public dissemination of the names
of sources and price quotes they provide. (@& EhEN 85T IR,
ZIFB TR ZTEE R R REMHRENR KR 2H8)

- The DCM should, whenever practicable, enter into an information-
sharing agreement with the third-party provider which would enable the
designated contract market to better detect and prevent manipulative
behavior.(DCMIEEASE =75 C IR B ZZB LN D Eithas, FaeaImhiE
(DCM)E B ZERAEN AR TR)

-Similar requirements apply to SEFs listing swaps. (ZE{UHIEKERE
SEFsHMhE 2 SWAP)




CFTC Approach to Benchmarks - 3

-Market integrity enhanced through: ({2 HiZESEER)

‘Requirement on exchange’s to conduct surveillance;(E3kK3Z ZFrEE )
-The CFTC’s independent market surveillance program, which seeks to detect
anomalous and/or suspicious trading in a financial instrument;(CFTCHEY&EIZ {4
MiZRELE SXRFALHESMTEZERE M/ERRZRZ)

-Ability to obtain trading data directly from traders under “special call” authority;(
IR" RSRRE" 2R XD EEEERNRZEIRL8ED)

-Referrals to enforcement when appropriate; (EEFES|NEIT)

-Authority to investigate and prosecute manipulation or attempted manipulation
or other trading abuses in a derivative contract, swap or physical commodity;
and (SEE R AR S EIRME IR B AR T P R A R
iy, SWap.Z 3 23§ B, BB BE T An L 32 2 ki < FERR)

-A record of bringing such actions.(5 |¥2fBE81T/EHY4CER)



e
On to the Panelists(/)MBRYZE1E)

Our panelists this morning will discuss a diversity of
approaches that reflect their jurisdiction’s policy decisions
with regard to, among other things: (FfipkE S BAS505m1
([EZTcECTTi%, %A ZRREEERE &8 MIFIA:)
-The type of benchmarks covered;(EEISZ M ZHIEEEY)
-The licensing or authorization of administrators and/or
submitters; GFA] R EIRE R R/ISHEE)
-Use of rules, guidelines, or codes of conduct;(
EEERZIER)

-The use of listing authority over contracts that reference
benchmarks.( EEA S #GBENS R EERIZERG 2 (EX)
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