
EBF a.i.s.b.l 

ETI Registration number: 4722660838-23 

56 Avenue des Arts B-1000 Brussels 

+32 (0)2 508 37 11 Phone 

+32 (0)2 511 23 28 Fax 

www.ebf-fbe.eu 

 

 

 

 

 

Launched in 1960, the European Banking Federation is the voice of the European banking sector 

from the European Union and European Free Trade Association countries. The EBF represents 

the interests of some 4,500 banks, large and small, wholesale and retail, local and cross-border 

financial institutions. Together, these banks account for over 80% of the total assets and deposits 

and some 80% of all bank loans in the EU alone. 

EBF Ref.: D1996E-2012  

Brussels, 29 November 2012 

ETI register – ID number 4722660838-23 

 

EBF response to the Commission consultation on indices and benchmarks  

 

Introduction  

The European Banking Federation would like to thank the Commission for the opportunity to 

respond to the public consultation on indices and benchmarks.  

The EBF will not respond to the specific questions, partly due to the broad scope of this 

consultation and partly due to the fact that the Federation as such does not produce or contribute 

data to any benchmark or index. The EBF, however, is associated with (a separate legal entity) 

Euribor-EBF that does produce a number of money market benchmarks and the Federation 

supports the more specific answers that are offered by Euribor-EBF to the Commission’s 

consultation and that are aligned with the EBF general remarks highlighted below.  

The Federation wishes to make some general comments on particular sections of the consultation 

paper on the regulation of indices of 5 September 2012.  

Key Points  

 

 Financial benchmarks are used as references for a variety of financial transactions and many 

are used globally. Unfortunately, investors’ confidence has been damaged by recent 

developments in this area. The Federation therefore believes that as a short-term measure it is 

essential to restore confidence in the setting process of money market indices in order to 

allow financial markets to function effectively. 

 The Federation believes that bringing benchmark and indices within the EU regime for 

market abuse is the right step forward in order to re-establish confidence in the indices 

setting process and introduces tools for the supervisory community to police more effectively 

undesirable market behaviour in the sphere of market instruments such as benchmarks and 

indices.  
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 The EBF highlights that an eventual substitution of existent money-market indices by new 

ones or the introduction of changes regarding the calculation method would certainly have 

important legal and economic implications for financial institutions. Furthermore, the EBF 

believes that existing money market indices should continue to function in order to limit the 

impairment impact on existing legal contracts and customer loans as well as not to give rise 

to potential litigation over the disappearance of such benchmarks. 

 The Commission’s consultation is very wide and covers not only money market indices but 

also stock market indexes and other types of benchmarks. In this regard, the EBF highlights 

that a one-size-fits-all approach would not be efficient due to the varying objectives and 

characteristics of the different classes of indices and benchmarks.  

 

Transparency and Governance in the calculation of benchmarks 

 

As regards the process of data collection, the EBF believes that there is no single suitable 

solution for all types of indices. In the case of indices related to liquid markets, data for their 

calculation could be collected directly from the market (i.e. closing prices), rather than using 

estimated data. However, actual, timely and representative data is not always available; an issue 

which could further complicate the calculation process.  

 

Concerning the governance framework, the EBF supports strengthening it in order to preserve 

the credibility of money-market indices. The following measures could be considered where 

applicable: 

 

 Ensuring the participation of a relevant supervisor (or an independent observer) in the 

oversight body that ensures market reality is met ; 

 Reinforcing the calculation process by enhanced supervision (e.g. by ESMA); 

 Reinforcing and ensuring compliance with the necessary Chinese walls; 

 Applying an  “at arm's length principle” or clear separation between the governing body 

and the oversight body, which will avoid the former being subject to the latter’s 

influence;  

 Performing an external audit on panel bank’s internal contributing processes; 

 Ensuring that the composition of the panel is sufficiently representative and proportionate 

to the market it benchmarks; 

 Conducting regular ex-posts controls; 

 Reviewing appropriate sanctions for misbehaving institutions/firms; 

  

The final goal of a potential European governance framework must be to mitigate against 

manipulation or attempted manipulation through a combination of sanctions and highly robust 

processes that cannot be manipulated. Ideally, both the private and the public sector would help 
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to make the reported rates robust by setting overarching principles and designing the process of 

data collection, setting and representation. 

 

Provision of benchmarks by private or public bodies  

 

The EBF is in favor of a balanced interaction between public and private bodies. Taking this into 

account, the Federation believes that the authorities should provide guidelines, based on general 

principles that ensure the necessary flexibility for different calculation methods and a consistent 

application at European and International level because benchmarks are used for many purposes 

and constructed according to various methodologies.  

 

Additionally, greater focus should be placed on ensuring that the processes and mechanisms used 

to create and manage a given benchmark or index are as little prone to manipulations as possible, 

but at the same time bearing in mind that they are by nature constructed by experts and most of 

the time requires a deep knowledge of the market environment. Notwithstanding the market 

closeness required for representative contributions, public bodies or other “external entities” 

should play a part in developing processes and mechanisms which they should supervise there 

after. 

 

Concerning the involvement of a public body in the oversight of the calculation process of 

money market indices, the EBF supports introducing public supervision for these types of 

benchmarks where it is necessary due to lack of liquidity or for other reasons. The involvement 

of a public body would positively contribute to the reinforcement of the credibility and integrity 

of these indices’ calculation processes. Also clearer sanctioning of misbehaviour is key and this 

can only be done by public authorities.   

 

Finally, and as recognized by the ECB in its response
1
 to this Consultation, the EBF believes that 

private sector initiatives play an important role in the development of the financial systems and 

therefore potential regulatory and supervision measures should allow for the development of 

market-driven initiatives provided that they fulfill the principles of integrity and transparency.  

 

Impact of a possible regulation 

 

In the EBF’s opinion, any potential legislative initiative on indices and benchmarks and in 

particular on money-market indexes should be carefully analyzed and a proper impact 

assessment should be carried out in order to consider the legal and financial stability 

implications.  The impact assessment should at least analyze: (i) the cumulative impact of 

                                                 
1
 http://www.ecb.int/pub/pdf/other/ecconsultation-regulationofindices-eurosystemreplyen.pdf 

 

http://www.ecb.int/pub/pdf/other/ecconsultation-regulationofindices-eurosystemreplyen.pdf
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existing regulatory requirements (also at national level) and (ii) the impact on existing contracts 

that are referred to a particular index. 

 

In addition, the EBF stresses that an overly rigid regime could make it difficult to get an 

appropriate number of panel institutions willing to contribute to the money market indexes’ 

setting process.  

 

International aspects 

The EBF believes that an international framework for benchmarks and indices that are used 

globally would be helpful in order to establish a worldwide “best practice” set of standards. The 

Federation is therefore supportive of IOSCO developing global principles.  

 

In this regard, IOSCO has recently set up a Task Force which will develop policy guidance and 

principles for financial market benchmarks and aims to produce the final report towards the first 

quarter of 2013. In case EU regulators decide to present a stand-alone legislative proposal on 

indices and benchmarks, the EBF would encourage EU policy makers to consider IOSCO’s work 

in order to guarantee international consistency and avoid regulatory arbitrage. 


