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Ladies and Gentlemen: 

Bloomberg L.P. (―Bloomberg‖) welcomes the opportunity to comment on the European 
Commission’s Consultation Document on the Regulation of Indices (the ―Consultation Paper‖).   
 
Following the financial collapse of 2008, major international and regional institutions noted that a 
widespread lack of transparency and reliable information contributed substantially to the crisis.  As 
an entity that has been promoting transparency for thirty years, Bloomberg is acutely aware of the 
virtues of a transparent regime; we are sensitive to how markets and the public suffer in the 
absence of transparency.  

 
The absence of reliable data makes risk assessment, price formation and valuation practices 
increasingly difficult.  By contrast, a robust transparency regime—and the market efficiencies it 
encourages—frees capital for investment and job creation, and spurs the development of useful 
new financial products and indices. Transparency also facilitates effective oversight—both 
government oversight and the operation of early warning systems implemented by market 
participants. Most important of all, the aggregate impact of transparency in our financial markets 
dramatically enhances investor confidence. 
 
While we believe that many of the comments we offer today could be applicable to a broad array 
of benchmarks, for purposes of this letter we focus our discussion on the London Interbank 
Offered Rate, or LIBOR. We recognise the widespread use of LIBOR as the reference for over 
$300 trillion of derivatives and loan contracts. Given its importance throughout the global 
economy, we believe that LIBOR must be preserved, at least for the near term.  But it needs to be 
enhanced in a manner that achieves the market’s need for accuracy, transparency and 
impartiality. To these fundamental attributes we propose to add another: data-based objectivity. 
 
With access to proper inputs, it is possible to develop systems and methodologies for the 
application of observable market data to LIBOR and, potentially, the incorporation of such data into 
a new, enhanced form of LIBOR leveraging both bank contributions and objective market data. We 
refer to this project as Bloomberg’s ―B-Libor‖ index, though the effort to research data driven 
benchmarks clearly has broad applicability in numerous contexts. 
 
Below, we discuss elements of our B-Libor value proposition in response to questions posed by 
the Consultation Paper. 
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Question 17.  How should surveys of data used in benchmarks be performed? What 
safeguards are necessary to ensure the representativeness and integrity of data 
gathered in this way?  
 
Question 27. What are the advantages and disadvantages of a validation procedure? Please 
provide examples. 
 
We believe that a validation procedure driven by observable market data could offer significant 
advantages in evaluating individual bank contributions to LIBOR and could enhance the overall 
quality and reliability of the index. Specifically, administrative and oversight authorities1 could use a 
data-driven companion process to assess submissions, identify potential instances of error or 
abuse, and to determine banks’ continuing eligibility to contribute rates used for LIBOR. 
 
Bloomberg gathers and analyses data as part of its global enterprise and has developed 
significant technical and logistical expertise in the market data business.  Included in the data 
Bloomberg collects daily are measures of bank creditworthiness, such as market-based quotations 
for credit default swaps, corporate bonds and commercial paper. In addition, we envision the 
inclusion of additional bank data sources, including both historical and real-time data, such as 
aggregated retail deposits, interbank lending/borrowing actual information, and commercial paper 
transaction information. (Bloomberg recognizes that regulatory involvement may be necessary in 
order to make some of this information available.) Together, this market data could fuel the 
companion LIBOR process: a new way to measure a bank’s cost of borrowing, separate from the 
implicit self-assessment of credit quality embedded within banks’ LIBOR contributions.   
 
To this data-driven measure of individual bank creditworthiness, the companion LIBOR process 
would add an observables-based underlying interest rate (i.e., the ―risk free‖ rate of return), for 
example, the one-year overnight index swap. Using a Bloomberg tool supported by the companion 
LIBOR process, the LIBOR administrator and oversight bodies would be able to identify 
differences between bank contributions and ―market observables‖—specifically, divergences 
between a bank’s assessment of its credit quality and the market’s.  Armed with this information, 
administrative and oversight bodies would have an enhanced ability to evaluate the quality of data 
submitted by contributing banks.  This would help them to better manage the LIBOR submission 
process and will also facilitate early detection of potential errors or attempted manipulation.  
 
The continued availability of individual bank submissions will be central to the development of this 
companion process.  Banks’ own views regarding their inter-bank borrowing costs provide an 
essential input, especially in view of the decline in volume of actual interbank short-term lending 
and borrowing.2 
 
 
 
 
 

                                                 
1
 We recognize and support the Wheatley Review’s recommendation that the British Bankers Association 

transfer responsibility for LIBOR to a new administrator. 

 
2 Eventually, Bloomberg envisions the possibility of a full-fledged data-driven alternative to LIBOR: 

Bloomberg’s “B-Libor” index. 
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Question 11. What do you consider are the costs and benefits of using actual transactions 
data for benchmarks in your sector? Please provide examples and estimates. 
 
Question 12. What specific transparency and governance arrangements are necessary to 
ensure the integrity of benchmarks?  
 
Subject to appropriate safeguards and protections, the availability of underlying transactions data 
(including both real-time and historical data) serves the goal of transparency and is a vital 
component of the development and refinement of alternative benchmarks. Similarly, such data 
could, through the application of a companion process as outlined above, provide useful insight to 
administrative and oversight bodies in the evaluation of individual bank submissions.  Interbank 
loans are the primary transactions upon which the individual bank LIBOR contributions are based, 
and therefore data on such transactions would serve a key role in the development, testing and 
refinement of B-Libor.  In addition, we believe that commercial paper transactions are a further 
source of valuable input. We encourage policy makers to promote and facilitate the publication of 
both commercial paper and interbank lending data. 
 
We are, however, mindful of potential challenges associated with the release of this data.  
Contributing banks may be reluctant to release otherwise nonpublic transaction data without 
regulatory incentive.  On an aggregated or anonymous basis, this data would remain useful to the 
market at large, but in order to be most useful in connection with evaluating individual bank 
contributions, each bank’s data must remain identifiable. 
 
Transparency with respect to individual banks’ LIBOR submissions is also a central policy 
concern.  Presently, individual bank contributions to LIBOR are published daily.  However, the 
nearly real-time availability of this data opens the door to the risk of abuse, including the ability of 
individual banks to ―signal‖ their credit-worthiness through their contributed rates. In order to 
mitigate this risk, it has been recommended that individual banks’ LIBOR submissions data be 
delayed prior to publication.   
 
Anonymous publication of individual submissions has been suggested as a possible alternative to 
delay. Anonymity would mitigate the risk of ―credit signaling‖ and could also encourage additional 
parties to join the contributor pool.   However, anonymous bank submission data would be less 
useful than identified data since it would deprive the market of a valuable tool to evaluate 
alternative measures of bank creditworthiness.  More generally, both anonymity of contributors 
and delay of submission data could also have a negative effect on overall confidence in LIBOR, as 
any reduction in transparency has the potential to be viewed critically by the public at large. 
 
Question 9. Do you consider that indices that do not use actual data have particular 
informational or other advantages over indices based on actual data?  
 
We recognise the value of banks’ necessarily subjective assessments as embodied in the current 
LIBOR process. Each participating bank is well-positioned to evaluate its own cost of funds. 
However, in the case of LIBOR, we believe that the market’s demand for accuracy and 
transparency can be addressed through the incorporation of market-based observable data in both 
the evaluation of index submissions, and eventually, the index itself.  
 
 
 
 



 

4 
 

Question 14. What are the advantages and disadvantages of making contributing data or 
estimates to produce benchmarks a regulated activity? Please provide your arguments. 
 
We recognize the conclusion of the Wheatley Review that regulating the LIBOR submission 
process could enhance the ability of oversight bodies to detect and address manipulation and 
other misconduct.  While we are optimistic that any regulation will be narrowly tailored to achieve 
its intended effect, we note that incremental regulatory burden could discourage institutions from 
participating in the LIBOR submission process.  This effect could be a disadvantage of regulating 
the submission process to the extent that an expansion of the contributor pool is sought. (See 
Question 18, below.) 
 
We applaud the European Commission’s decisive actions through the new Market Abuse 
Regulation and the Market in Financial Instruments Regulation to demonstrate that manipulation 
and abuse of benchmarks will not be tolerated. However, we believe that private industry can also 
play a valuable role by bringing to bear the power of market-data to a process that is in need of 
repair. 
 
Question 18. What are the advantages and disadvantages of large panels? Even in the case 
of large panels could one panel member influence the benchmark? 
 
One key problem with the current LIBOR approach is the decline in actual interbank short-term 
lending and borrowing. With limited activity, banks—especially European institutions—have fewer 
anecdotal transactions upon which to base their submissions.  Expanding the number of 
contributors to LIBOR would partially address this issue.  In addition to maintaining as LIBOR 
contributors the current group of banks (who remain ―top tier‖ banks), we believe the index could 
be opened to additional financial firms and other large companies whose treasury departments 
know the borrow/lending rate of a dollar of a top-tier bank.  This would diminish the ability of 
individual institutions to bias LIBOR and, at the same time, increase the accuracy of the 
benchmark as a reflection of market realities.  
 
Although the potential for a single panel member to inappropriately influence the benchmark would 
be reduced by an expansion of the participating contributors, this risk cannot be completely 
eliminated—especially if several participating contributors engage in similar manipulative 
behaviour.  However, we believe that the risk of inappropriate influence can be mitigated through 
the use of data-driven validation and quality control measures, as described above. 
 
A separate concern in connection with larger panels that is specific to LIBOR stems from the 
benchmark’s original intent.  To the extent that LIBOR was designed to provide the market with a 
benchmark indicative of how top tier banks lend money amongst themselves (on the premise that 
such activity is a key driver of the rate at which such banks lend to non-banks), the expansion of 
the contributor pool to include institutions that are not considered ―top tier‖ banks could frustrate a 
fundamental premise of LIBOR and may be perceived by the market as a destabilizing factor. 
 
Question 20.  Where indices rely on voluntary contributions, do you consider that there are 
factors which may discourage the making of these contributions and if so why? 
 
As noted above, we believe that while the regulation of the submission process (as recommended 
by the Wheatley Review in connection with LIBOR) could have salutary effects on both the 
prevention and detection of manipulation, we see the risk that such regulation could discourage 
voluntary participation in the benchmark submission process. 
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We believe that the market benefits greatly from studies like the European Commission’s 
consultation on indices.  We appreciate the opportunity to submit these comments.  As the 
landscape with respect to indices continues to undergo rapid evolution, we hope to maintain a 
continuing dialogue with the Commission on these matters.  If you should have any questions, 
please contact Constantin Cotzias at 44 207 330 7500. 
 
Respectfully submitted, 
 

Constantin Cotzias 

 
Bloomberg L.P.    


