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Dear Mr Wheatley, 
 
Barclays welcomes the opportunity to provide our comments on ‘The Wheatley Review of LIBOR: initial 
discussion paper’. We fully support the intentions of HMT to investigate (i) the necessary reforms to the 
current framework for setting and governing LIBOR; (ii) the adequacy and scope of sanctions to 
appropriately tackle LIBOR abuse; and (iii) whether analysis of the failings of LIBOR has implications on 
other global benchmarks. 
 
LIBOR is widely used across the global financial system as a direct reference for financial instruments 
with notional value of hundreds of trillions of dollars and indirectly as a reference for pricing of other 
products.  Additionally, LIBOR serves as a key policy rate in certain jurisdictions.  Barclays considers that 
there is continued demand for a term unsecured funding reference rate such as LIBOR and we welcome 
the opportunity to work with authorities across jurisdictions and other market participants to enable the 
strengthening of the LIBOR process and its governance and a broadening of the participation in the 
setting process. 
 
Our comments on the initial discussion paper are set out below, using the question references provided 
in the initial discussion paper. 
 
In addition to the comments we have provided within this response, Barclays has contributed to the BBA 
working group which has examined “Evolving LIBOR for a Changing World”, but has not contributed to 
any trade association’s individual response to the Wheatley Review of LIBOR. 
 
We would be happy to discuss any of these comments with you in further detail. 
 
 
Yours sincerely, 
 
 
 
 
Francois Jourdain 
 
Deputy to Barclays Treasurer 
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Chapter 2: Issues and failings with LIBOR  
 

1. Do you agree with our analysis of the issues and failings of LIBOR?  
 
LIBOR setting was historically designed to include a degree of subjective judgement on the part of 
submitters, but this was at a time when there was real depth in the unsecured interbank lending market. 
This market has evolved and there is no longer true depth across all maturities and currencies and the 
LIBOR process has not kept pace with the evolution in the market.  Therefore today there is, of 
necessity, a higher degree of reliance on the subjective judgement of submitters than had been 
anticipated when the process was designed. 
 
Given the subjective judgement input, there is no empirical “right” level for LIBOR. We agree that there 
have been failings in the exercise of subjective judgement and the controls around submissions, as well 
as failings in the governance and oversight aspects of LIBOR.  For all these reasons as well as the 
evolution of the market, it is necessary to re-design benchmark rates. 
 
 
Chapter 3: Strengthening LIBOR  
 

1. Can LIBOR be strengthened in such a way that it can remain a credible benchmark?  
 
It is essential that the market has access to rates that are well-constructed, transparent and that inspire 
the confidence of both market participants and regulators. 
 
We believe that, with sufficient relevant oversight and an appropriate control framework, it is possible to 
strengthen LIBOR such that it can remain a credible benchmark.   
 
We recommend three key elements to strengthening the credibility of LIBOR as: 
 

(1) LIBOR should be based solely on real transactions. However, as noted in discussions, there is a 
lack of depth in levels of activity in the unsecured bank paper market. Any revised approach to 
LIBOR will need to widen the scope of both submitters and transactions, in order to provide a 
sufficient depth of data to dampen volatility and produce the most stable and useful rate.  To 
facilitate such broader inclusion, the transaction data would need to reflect the previous 24 
hours of market activity. 
 

(2) Ensuring that LIBOR submissions are anonymous (mirroring the approach taken with respect to 
the New York Funding Rate), thereby eliminating the signalling effect of the current process. 
The use of real transactions only can accommodate this, as data can be extracted from 
settlement systems on a non-identified basis (to the wider market). We would advocate for 
transparency of process and for strong governance to support this approach, coupled with the 
ability of the governance body to interrogate and challenge data submissions. 
 

(3) Submissions should be compulsory for the widest possible range of relevant market 
participants, in order to remove the question of incentives to participate. The use of real 
transaction data can ensure that a wider scope of submitters and transactions are captured and 
used to compile the rate.  For example, clearing houses are existing sources of real transaction 
data. 

 
In addition to the strengthening of LIBOR, we would also advocate the continued use of an overnight 
interbank unsecured rate, such as OIS, noting the successful reliance in the Brazilian market of such a 
rate. 
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Any ultimate shift by the market to the use of an overnight interbank unsecured rate would take a long 
time, even with active support of all relevant bodies, and in the meantime it is critical for market 
confidence that we work together to strengthen LIBOR and to provide continuity and stability for legacy 
positions that reference LIBOR. 
 
 

2. Could a hybrid methodology for calculating LIBOR work effectively?  

To provide greater confidence and credibility in the LIBOR-setting process, an improved governance and 
oversight framework is required, together with the use of real transaction data and a widening of the 
scope of both submitters and the transactions captured and used to compile the rate.   

We would advocate a revised approach based entirely on real transactions, discontinuing the use of 
subjective judgement. 

Given the lack of depth in some parts of the unsecured interbank lending market, in order to obtain 
sufficient data from real transactions, it will be necessary to significantly expand the universe of 
submitters and reference transactions. 

While the use of real transactions would remove the risks associated with the use of subjective 
judgement, there would still potentially be the incentive and means to attempt to manipulate the rate, 
albeit diminished.  Accordingly, any new process for the governance of LIBOR must ensure that data is 
interrogated to identify potential abuse and that there is an appropriate degree of transparency to 
regulators. 

This will require an independent body with a high degree of technical expertise to oversee the 
submissions process and to aggregate the information to produce the benchmark rate. 

 
3. Could the number of maturities and currencies currently covered by the LIBOR benchmark 

be reduced?  

We consider that the key aim should be to strengthen the rate for the basic maturities (1 week, 1 month, 
3 month and 6 month) only. 

We consider that only GBP, USD, EUR, SFR and JPY LIBOR rates should be published.   

The majority of contracts reference benchmark rates use the basic maturities and the above currencies. 
For maturities other than these core ones, market participants would be free to contractually agree what 
interpolation methodology is appropriate to their particular situations. 

If there is a perceived need to continue to provide benchmark LIBORs for minor currencies, the current 
LIBORs for such currencies could be amended to reference the relevant domestic benchmark rates. 

 
4. Is an alternative governance body for LIBOR required in the short term?  

 
It is better for market stability and confidence to thoroughly investigate the shortcomings of the current 
arrangements (including governance) and then implement a permanent revised approach.  The 
implementation may occur in more than one stage, involving initial revisions to the current 
arrangements and then further necessary legislative changes. 
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A strong framework of independent governance and control, with commensurate ability to sanction 
breaches, is needed. 
 
Such oversight responsibility would require specialist IT and dedicated personnel with appropriate 
expertise.  The governance should ensure each of the following: 
 

(1) Use of rigorous methodology, to ensure that the benchmark rate reflects real transaction rates. 
 

(2) An effective regime of documentation, monitoring, supervision and auditing by both the 
governing body and individual submitters. 
 

(3) An effective complaints reporting and investigation framework. 
 

(4) Appropriate powers to take action to deal with upheld complaints. 
 

(5) Transparency of process and methodology and periodic reports of number and nature of 
complaints. 
 

(6) A system of checks and balances to ensure that the benchmark rate accurately reflects relevant 
real transactions, including evaluating the universe of submitters, referenced transactions and 
the methodology of calculating the rate. 

 
Whether it is the BBA, the Bank of England, or another body that provides such governance, the key is to 
create and maintain a robust control framework over a fair and transparent process. 
 
 

5. Should the setting of and/or the submission to LIBOR be regulated activities?  
 
Yes, although to the extent a revised approach based entirely on real transactions is adopted the 
regulated activities would seem to us to be the reporting of transaction data to an appropriate data 
repository for in scope transactions and, if not performed by a regulatory authority, the calculation and 
publication of benchmark rates by the relevant governance body. 
 
 

6. Should the regulator be provided with specific powers of criminal investigation and 
prosecution in relation to attempted manipulation and manipulation of LIBOR?  

 
Yes. 
 
 

7. What role should authorities play in reforming the mechanism and governance of LIBOR?  
 
The relevant authorities have an important part to play in strengthening the creation and use of 
benchmark rates.  In addition to leading the comprehensive reform process underway, regulators could 
credibly hold institutional responsibility for the governance and oversight of LIBOR.  The involvement of 
a UK regulator with authority, experience and independence would ensure market confidence in the 
benchmark.  Furthermore, in the future, unprecedented and unforeseen market conditions might distort 
or disrupt the LIBOR process again and the relevant authorities must be empowered to take 
extraordinary actions in order to ensure the continued credibility of LIBOR. 
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8. Which types of financial contract, if any, would be particularly affected by the risks of a 
transition from LIBOR?  

 
In particular swaps, futures and securities (due to volume of such instruments) and loans and other 
long-dated contracts (due to tenor and the need to have continuity of a specified reference rate) may be 
affected by the risks of a transition from LIBOR. 
 
The overnight interbank unsecured rate is already widely used. We would not propose that another 
alternative to LIBOR is created. Instead, we believe that the focus should be on maintaining market 
stability through the continuity of LIBOR, albeit with significant and material strengthening amendments 
made to the current LIBOR process. 
 
 
Chapter 4: Alternatives to LIBOR  
 

1. Are there credible alternative benchmarks that could replace LIBOR’s role in the financial 
markets?  

 
The overnight interbank unsecured rate is potentially a credible alternative to LIBOR in the longer term.  
 
Potential downsides to migrating to the overnight interbank unsecured rate are largely the need to map 
appropriate operations and systems to accommodate the new rate.  This is likely to be less of an issue 
for swaps (where the market already uses the overnight interbank unsecured rate) but it may take some 
time to ensure that market participants are set up to manage other products (such as loans and bonds, 
which have historically used LIBOR as the reference rate) on the basis of the overnight interbank 
unsecured rate. 
 
A move to the overnight interbank unsecured rate will require spreads to increase, in order to 
compensate for the fact that the overnight interbank unsecured rate does not include a liquidity 
premium or a credit premium that longer tenor rates include.  However, whilst the manner of calculating 
the total cost of the rate would be different and the rate and the spread components would be 
differently weighted from the composition of LIBOR-based rates, the overall cost should not increase. 
 
 

2. Should an alternative benchmark fully replace LIBOR, or should it substitute for LIBOR in 
particular circumstances?  

We believe that, in the interests of market stability and liquidity, it is optimal to retain LIBOR, on the basis 
of agreed strengthening of process, in addition to retaining the overnight interbank unsecured rate, as 
there continues to relevance for both rates in the current markets. 

 
3. Should particular benchmarks be mandated for specific activities?  

 
No, we would support the ability of market participants to determine the most appropriate rate for each 
instrument or situation. 
 
 

4. Over what time period could an alternative to LIBOR be introduced?  

In the interests of continuity and stability for the market, we consider that the focus should be on 
enhancing the credibility of LIBOR rather than replacing LIBOR.  The changes that we propose in respect 
of LIBOR are designed to benefit all stakeholders by increasing the credibility of the benchmark.  These 
changes should be adopted as soon as it is feasible to implement appropriate governance and level of 
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support of relevant market participants and authorities.  It may be that the implementation occurs in 
more than one stage, involving initial revisions to the current arrangements and then further necessary 
legislative changes. 

To ensure a smooth transition, we consider the best approach to be one under which the concept of 
LIBOR continues and that changes to the process are made on one agreed date, on which date the shift 
from “old LIBOR” to “new LIBOR” would take place irrevocably, binding all users of LIBOR. We consider 
that any proposal to run both current LIBOR and any revised LIBOR in parallel for a period could weaken 
the credibility of LIBOR as a benchmark and could create unnecessary uncertainty and instability in the 
markets.   However, an impact assessment should be performed prior to changes being made to LIBOR, 
with either or possibly both of back-testing and a testing period during which statistics about the new 
LIBOR process are calculated and disclosed to the market. 
 
 

5. What role should authorities play in developing and promoting alternatives to LIBOR?  
 
It is our view that the authorities should provide governance of the revised LIBOR process and should 
support the market in transitioning to the strengthened LIBOR by continuing to issue into it and 
reference it in swap transactions. 
 
 
Chapter 5: Potential implications on other benchmarks  
 

1. Are there other important markets or benchmarks that could face similar issues to those 
identified relating to LIBOR?  

The requirement for submitters to use subjective judgement is not unique to LIBOR. 

Any benchmark that places reliance on subjective judgement will also require an appropriately robust 
framework of governance, oversight and control as described here for LIBOR. 
 
 

2. Should there be an overarching framework for key international reference rates? 

Ideally there should be a harmonisation of principles, so as to provide mutually reinforcing confidence in 
benchmark rates.  We recognise that this would require a high degree of political cooperation globally. 
 


