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Dear Sir, 

 

RIMES Technologies welcomes the opportunity to comment on the Consultation 

Paper on the Regulation of Indices. 

 

Our firm specialises in aggregating and redistributing index and benchmark data 

globally. We are the only company that is entirely focused on managing index and 

benchmark data for the pension fund and asset management community. As such 

we are positioned for further growth as the demand for index and benchmark data 

continues to increase. Each of our clients receives a customised service, to ensure 

they obtain their critical benchmark and index data in a timely and efficient 

manner. 

 

We consider that the vast majority of the index providers already operate with 

appropriate internal governance, transparent calculation methodologies and 

publicly verifiable inputs. Indices thrive in an environment that is innovative, 

competitive and diverse. Many indices are used globally; therefore any governance 

framework must be international in its composition and application. 

 

We appreciate the opportunity to address and comment on the issues raised by this 

Consultation Document.  We are prepared to assist the European Commission in any 

way we can, and welcome continued dialogue on these important issues.   

 

Yours sincerely, 

 

 

Andrew Knowles 

Senior Vice President 

andrew.knowles@rimes.com 
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Chapter 1. Indices and Benchmarks: What they are, who produces them and for 

which purposes  

(1) Which benchmarks does your organisation produce or contribute data to?  

RIMES Technologies maintains databases of and distributes index and benchmark 

data. We do not produce or contribute data to benchmarks ourselves. 

(2) Which benchmarks does your organization use? What do you use each of these 

benchmarks for? Has your organization adopted different benchmarks recently and 

if so why?  

We aggregate over 750,000 core benchmarks in our databases for delivery to our 

global client base. Approximately, 600,000 are based on equities, 50,000 on fixed 

income securities and 100,000 on alternative asset classes. However, we observe 

that the vast majority of these have verifiable contributor data such as actual prices 

or transaction values. 

 (3) Have you recently launched a new benchmark or discontinued existing ones?  

We are constantly adding new series of benchmarks as and when they become 

available or when we see demand from our global client base. As the complexity 

and number of investment opportunities continues to grow, so will the demand for 

suitable benchmarks. 

 (4) How many contracts are referenced to benchmarks in your sector? Which 

persons or entities use these contracts? And for which purposes?  

Not applicable to our Firm. 

(5) To what extent are these benchmarks used to price financial instruments? Please 

provide a list of benchmarks which are used for pricing financial instruments and if 

possible estimates of the notional value of financial instruments referenced to them. 

 Not applicable to our Firm. 

(6) How are benchmarks in your sector set? Are they based on real transactions, 

offered rates or quotes, tradable prices, panel submissions, samples? Please provide 

a description of the benchmark setting methodology.  

Not applicable to our Firm. 
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(7) What factors do you consider to be the most important in choosing a reliable 

benchmark? Could you provide examples of benchmarks which incorporate these 

factors?  

Benchmarks serve a crucial role in investing and financial product creation. Applied 

correctly they are an invaluable tool for judging an investments return. It is essential 

that they: 

 Have a transparent and unambiguous calculation methodology 

 Have an independent and unaffiliated calculation agent 

 Are calculated using factual or credible reference data (priced daily with 

historical data available) 

 Are investable with a low turnover of securities 

 Are fit for purpose. - What are the overall performance goals for the assets, 

what are the tolerances for liquidity, volatility, or risk? 

 

Chapter 2. Calculation of Benchmarks: Governance and Transparency.  

(8) What kinds of data are used for the construction of the main indices used in your 

sector? Which benchmarks use actual data and which use a mixture of actual and 

estimated data?  

Not applicable to our Firm. 

(9) Do you consider that indices that do not use actual data have particular 

informational or other advantages over indices based on actual data?  

Such indices can bridge a vacuum if actual data is not reliably available, as long as 

the subscriber takes into account that estimates are part of the calculation 

methodology, and the use of such estimates in lieu of actual data is transparent 

when used. A suitable governance framework and adhering to best practice 

becomes even more critical when subjective of less verifiable inputs are used as part 

of the calculation. 

(10) What do you consider are the advantages and disadvantages of using a 

mixture of actual transaction data and other data in a tiered approach? 

There needs to be a clear tiered methodology for submitting one or the other, not 

an option for members of a panel to elect whether or not they use actual, estimates, 

or choose not to submit at all on a given day, which could lead to conflicts of 

interest/manipulation. Benchmarks whose value formation is based on indications 

given by market professionals that have accepted to contribute are more 

susceptible to manipulation and abuse, - manipulating an indication is easier than 
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manipulating a real transaction. Discretion must be avoided if the contributor has an 

interest in the result of the benchmark.  

(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. 

Not applicable to our Firm. 

(12) What specific transparency and governance arrangements are necessary to 

ensure the integrity of benchmarks?  

There are a wide variety of benchmarks, used across many asset classes and 

financial markets, which vary in scope, nature and usage. Clearly the integrity of 

benchmarks is critical to the pricing of many financial instruments and their risk 

management. Any doubts about the integrity and accuracy of indices may 

undermine market confidence and cause losses to investors. We consider that the 

issue of market abuse and manipulative activity, whilst undermining the integrity of 

indices and having significant negative effects on consumers and financial markets 

worldwide, is not widespread in the index business. On the contrary, many of our 

index partners are exemplary in their ethical conduct of business and transparent 

index creation/calculation methodologies.   

Given the wide scope and types of index data noted in Chapter 1 of this 

Consultation, we consider that firstly a separation should be made between indices 

which are based on actual verifiable transactions or prices and those based on 

subjective estimates, and that in the case of the latter, an international set of 

Principle based rules or framework for contributors would be the most pragmatic 

approach, with national regulatory oversight. A robust code of conduct for those 

firms and individuals involved in submissions will be necessary, but will depend, for its 

effectiveness, on credible oversight and supervision. We are in favour of enhanced 

transparency and information quality in the financial sector, and better governance 

is a crucial step to achieving this. In addition, regulators could consider requiring 

those involved in the submission process, or at the very least, those in an oversight 

function, to be Approved Persons. 

(13) What are the advantages and disadvantages of imposing governance and 

transparency requirements through regulation or self-regulation?  

This would partly depend upon the objective of the regulation. We consider that the 

majority of the index providers already operate with appropriate internal 

governance, transparent methodologies and verifiable calculations. If the objective 

is to uncover abuse or misconduct on certain types of indices (perhaps those based 

on estimates, as opposed to publicly available security prices), then those indices 

should be the focus of any regulation. In addition, given the global nature and 

usage of indices, the degree of coordination between different country regimes 
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and the mechanisms needed to ensure effective monitoring and cooperation 

would be significant challenges to any Supervisor. 

The advantages of imposing governance and transparency requirements are that a 

well-structured regulatory regime contributes to the efficiency and stability of the 

financial system and would help to restore consumer faith in indices post the recent 

LIBOR manipulation. Another would be seen in the ability of the regulators to impose 

sanctions severe enough to guarantee the strict observation of a given set of rules 

(particularly those sanctions provided for by the Market Abuse Directive). Index 

providers will see that conformity of their behaviour with these rules is the best way to 

solve the given problems. 

Disadvantages would include that the setting and monitoring of rules through 

regulation or self-regulation can be very expensive, and the regulation may not be 

capable of uncovering abuse or manipulation if that is the aim. There is also 

potential to overregulate, and in the process impose avoidable costs on the index 

providers, and ultimately the end consumers of financial services. Regulators should 

focus their efforts on ensuring that there are no artificial hurdles to alternative indices 

being developed or used. The regulators should not inadvertently promote or 

mandate specific alternatives; market users should decide which are useful and 

trustworthy.  

 
(14) What are the advantages and disadvantages of making contributing data or 

estimates to produce benchmarks a regulated activity? Please provide your 

arguments.  

Advantages: 

 A sanctions regime would focus the contributors on ensuring the accuracy 

and validity of their inputs. We believe that the contribution to benchmarks 

and other fixing rates should be subject to a similar level of oversight and 

potential censure as activities already covered by the existing Market Abuse 

Directives 

 Fines, and the ability to ban individuals from working in the industry, are 

significant deterrents 

 Consumer confidence could be rebuilt as greater reliance would be placed 

on the information 

Disadvantages: 

 May limit number of contributors to the participant universe. 

 Could potentially reduce the numbers of benchmarks available in certain 

sectors 
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 Many benchmarks are bespoke for an individual client or have very limited 

circulation, full regulation would be disproportionate 

 

(15) Who in your sector submits data for inclusion in benchmarks? What are the 

current eligibility requirements for benchmarks' contributors?  

Not applicable to our Firm. 

(16) How should panels be chosen? Should safeguards be provided for the selection 

of panel members, and if so which safeguards?  

Panels are not required for the vast majority of benchmarks, so for the greater part 

these questions are not applicable. However, where used, panels should be chosen 

by the benchmark owner or sponsor; the members should be suitably qualified and 

experienced, and appropriately trained in both the technical and ethical aspects of 

their contribution. The selection process should be transparent and documented. 

There should be procedures for safeguarding confidential information provided by 

the panel members and to stop premature disclosure of sensitive information.  

 (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?  

There could be standards for contributions and a Code of Conduct, this might 

include; procedures governing the data submission, infrastructure resiliency and 

contingency planning, identification and management of conflicts of interest and 

appropriate monitoring and testing of contributions. Anomalous information 

received from a contributor, should be challenged, such data should probably be 

excluded from the benchmark calculation and governance put in place to minimise 

the possibility of recurrence.  

(18) What are the advantages and disadvantages of large panels? Even in the case 

of large panels could one panel member influence the benchmark?  

A larger sample panel is only an advantage if the contributions are still directly 

relevant to the purpose for which they are being submitted. In some cases a smaller 

panel might be more representative of the investment opportunities/reality and 

therefore more accurate as a statistical measure. Whether an individual panel 

member can influence a benchmark depends on the weighting of their 

contribution, and whether or not they can exert control over other panel members. 

 (19) What would be the main advantages and disadvantages to auditing of 

panels? Please provide examples.  
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The advantages are that the possibility of an audit would focus the contributors on 

ensuring the accuracy and validity of their inputs, particularly if some sanctions for 

non-compliance of a Code of Conduct existed. A periodic independent external 

audit of both the controls governance and data submissions could also restore 

integrity in the activity and raise consumer/investor confidence.  

Disadvantages include that, it might limit the number of contributors to the 

participant universe – Who wants the perceived costs of oversight if there are little or 

no tangible benefits to being a contributor but you run the risk of sanctions? 

 (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?  

Regulatory oversight and a sanctions regime could discourage participants from 

making voluntary contributions, lack of tangible benefit in contributing and 

economic costs such as technology and human resources. If the sample population 

of contributors diminished then it might no longer be representative of the market. 

(21) What do you consider to be the advantages and disadvantages of mandatory 

reporting of data? Please provide examples.  

Mandatory reporting provides the advantage of ensuring consistency in the number 

of contributors on a given day. It also removes the ability to manipulate the index by 

purposefully choosing not to contribute data on a particular day.  

Disadvantages include the decision as to which organisations are compelled to 

report, which entity regulates the panel, bears the costs, and owns and sets the 

framework for submissions. 

(22) For entities contributing to benchmarks which are regulated by financial 

regulation, what would be the advantages and disadvantages of bringing their 

benchmark submissions under the scope of this framework?  

Advantages: 

 Should be a cost effective regulatory regime to extend 

 A sanctions regime would focus the contributors on ensuring the accuracy 

and validity of their submission 

 Stakeholder confidence restored 

Disadvantages: 

 May limit number of contributors to the participant universe – who would 

want the costs of regulatory oversight if there are no tangible benefits to 

being a contributor but you have the risk of regulatory sanctions? 
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 Could potentially reduce the numbers of benchmarks available in certain 

sectors, the more benchmarks in a sector the more likely that any 

manipulation of results on an individual index would be more visible 

 

(23) Do you consider that responsibility for making adjustments if inadequate data is 

available should rest with the contributor of the data, the index provider or the user 

of the index?  

Any adjustments should rest with the index provider and be in line with the 

transparent and published index methodology; the adjustments should also be 

documented and evidenced decisions. The contributors, distributors or users of the 

index should for no reason adjust the index; if they believe there is an error they 

should refer to the index provider. 

(24) What is the formal process that you use to audit the submissions and 

calculations?  

Not applicable to our Firm.  

(25) If there are any weaknesses identified in the audit, who are they reported to 

and how are they addressed? Is there a follow up process in place?  

Not applicable to our Firm.  

(26) How often are submissions audited, internally or externally, and by what means? 

Do you consider the current audit controls are sufficient? What additional validation 

procedures would you suggest? 

Not applicable to our Firm.  

(27) What are the advantages and disadvantages of a validation procedure? 

Please provide examples.  

Not applicable to our Firm.  

(28) Who should have the responsibility for auditing contributed data, the index 

provider or an independent auditor or supervisor?  

The index provider in the case of transparent indices based on actual 

prices/verifiable transactions. The provider, and potentially regulatory oversight, in 

the case of indices based regularly on contributions of estimates or quotes.  

(29) What are the advantages and disadvantages of making benchmarks a 

regulated activity? Please provide your arguments.  

Advantages: 
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 Regulation would focus the providers on ensuring the consistent accuracy 

and validity of their benchmarks calculations and methodologies 

 Consumer confidence could be rebuilt post the recent scandals as greater 

faith could be placed on the information 

 Give a level playing field for the providers – all index providers must bear 

similar costs of the regulatory framework, oversight and audit 

Disadvantages: 

 Regulation (and sanctions) must be harmonised globally to avoid potential 

regulatory arbitrage 

 Index provision is a business. Regulation may limit the number of market 

participants – some firms might exit the business, leading to lack of 

competition 

 Could potentially reduce the numbers of indices available in certain sectors, 

the more indices in a sector the more likely that any manipulation of results on 

an individual index would be more visible 

 Cost – regulatory adherence and monitoring/reporting costs money, 

ultimately it is usually the end user that pays the charges. So there is a cost 

benefit trade-off between investor protection and cost of regulation. 

 Increased supervisory burden on the regulator 

 

Chapter 3: The Purpose and Use of Benchmarks  

(30) Is it possible and desirable to restrict the use of benchmarks? If so, how, and 

what are the associated costs and benefits? Please provide estimates.  

We do not consider it possible or desirable to restrict the use of benchmarks. As 

noted in Question (2), there are over 750,000 benchmarks in circulation. More 

benchmarks can actually create more transparency and potentially make it easier 

to spot manipulation or fraud by way of peer group comparison.  

(31) Should specific benchmarks be used for particular activities? By whom? Please 

provide examples.  

Yes, a financial index is a statistic designed to measure a comparison of a basket of 

securities. It has multiple purposes including: 

 Performance measurement 

 Barometer of market sentiment for an asset class 

 Basis for investment vehicle creation 

 Asset Allocation 

There are no universal criteria for choosing an appropriate benchmark, different 

users have different needs. This is an individual decision that comes down to use 
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case, preference, and often accessibility and cost of the benchmark (licensing 

agreements etc.). The benchmark needs to be fit for its purpose and the 

performance of the benchmark in this context needs to be based on the most 

precise measurement of what the user needs it to measure. Benchmarks are a prime 

example of Miles’ Law – ‘Where you stand depends on where you sit”.  

(32) Should benchmarks developed for wholesale purposes be used in retail 

contracts such as mortgages? How should non-financial benchmarks used in 

financial contracts be controlled?  

We do not consider it possible to legislate for every possible scenario; therefore, 

assessment of whether a benchmark is fit for purpose should rest with the clients and 

their advisors. Ultimately, wholesale transactions impact retail investors, be it in 

shareholder price/dividends, pension fund returns, or household energy costs. What 

is important is that the benchmark is appropriate for the reference purpose and 

offers the most precise opportunity set measurement for the sector. It is the role of 

the market users, rather than that of the authorities, to choose which benchmarks 

best suits their purposes. 

(33) Who should have the responsibility for ensuring that indices used as benchmarks 

are fit for purpose, the provider, the user (firms issuing contracts referenced to 

benchmarks), the trading venues or regulators?  

The provider and the user in the case of transparent indices based on actual 

prices/verifiable transactions. The provider, user and potentially regulatory oversight 

in the case of indices based on estimated data/quotes.  

 

Chapter 4: Provision of Benchmarks by Private or Public Bodies  

(34) Do you consider some or all indices to be public goods? Please state your 

reasons.  

No, for most suppliers index provision is an important business and the market 

benefits from the choice of providers and methodologies. The free-market allows 

flexibility; as the complexity and number of investment opportunities continues to 

grow, so will the demand for suitable benchmarks. 

 (35) Which role do you think public institutions should play in governance and 

provision of benchmarks?  

Public institutions should promote best practice and offer guidance notes for index 

providers and explanatory guidance for users. The International Organisation of 

Security Commissions (IOSCO) is in the process of developing global policy guidance 

and principles, including those related to effective self-regulation, and this should be 

very helpful and well received by the market. 
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(36) What do you consider to be the advantages and disadvantages of the 

provision of indices by public bodies?  

We do not believe that indices need to be provided by public bodies, we consider 

that a robust governance and regulatory framework would be the most prudent 

approach. Tough sanctions and financial penalties already exist under various 

regulatory regimes as a number of the data contributors have learned to their cost 

for LIBOR manipulation and malpractice. 

(37) Which indices, if any, would be best provided by public bodies?  

See previous answer to Question (36) please. 

Chapter 5: Impact of Potential Regulation: Transition, Continuity and International 

Issues.  

(38) What conflicts of interest would arise in the provision of indices by public 

bodies? What would be the best way of avoiding these conflicts of interest?  

To better serve the public’s interests we need to apply more generally the 

framework developed over the years by the leading benchmark and index 

providers mentioned above. The Index provision business is not broken; the issues we 

have seen in recent months were not so much about the provision of the index, but 

rather the lack of an oversight framework and auditing of the subjective inputs into 

those indices, it was in some cases, blatant market abuse. 

 (39) What are the likely transition challenges, costs and timelines for relevant 

benchmarks? Please provide examples. 

Changing a benchmark can cause significant direct and indirect costs to an 

organisation, as well as the loss of the relevance of historic performance returns. 

Many of the popular benchmarks have been in use for decades, at their simplest; 

they are a representation of the underlying investment opportunity set. The 

challenges and costs would depend on the nature of the proposed transition, 

whether it included contributor, calculation, methodology or independent 

verification.  

(40) How do you consider that the adoption of new benchmarks could be ensured? 

Is this best framed in terms of encouraging or mandating the use of particular 

benchmarks?  

With great difficulty, it is essential that regulatory initiatives do not frustrate existing 

legal contracts, particularly in areas such as referencing for OTC transactions. There 
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is a significant risk that such prescription would cause less transparency in the market 

as firms either attempted to continue to secretly calculate and agree returns on 

certain baskets of stocks, or just refused to recognise and adopt the “replacement” 

benchmarks. -  In which case such regulation is self-defeating. For retail funds, 

regulations could insist on a “recognised or designated” benchmark being used. 

 

(41) How can reforms of the regulation of benchmarks be most easily implemented?  

Any reform requires minimal disruption; it should be Principles based and contain a 

code of conduct for submissions from contributors. Any false of or misleading 

information leading to manipulation is market abuse and should be sanctioned as 

such under the new harmonised Market Abuse Directive currently under EU 

development. 

 (42) What positive or negative impacts, if any, do you see on small and medium-

sized enterprises of the possible regulation of indices, and how could any negative 

impacts be mitigated?  

The impact depends upon the reach of any possible regulation; - There is a need for 

some framework evolution, not a need for over-regulation. If the regulation is in line 

with the final report of The Wheatley Review of LIBOR, focussing on the contributors 

and provider of the index, then there would be little or no negative impact on small 

and medium-sized enterprises using index data. Positive benefits would include those 

of increased investor confidence in the reliability of indices and restored equilibrium 

on instruments based on the indices in question. 

(43) Are there other impacts which should be considered? If so please specify the 

nature of these impacts and provide evidence.  

No. 

(44) In which countries are benchmarks used in your sector produced? From which 

countries are data used for the production of benchmarks in your sector sourced? In 

which countries are benchmarks used in your sector used?  

RIMES Technologies harvests and delivers benchmarks to Clients globally. 

(45) Are there non-EU benchmarks which could serve as substitutes? Are there non-

EU benchmark providers which could produce similar benchmarks?  

With many benchmarks available globally, some benchmarks can be easily 

substituted, but this will depend on the benchmark in question. 

 (46) Are there international benchmarks which could serve as substitutes for national 

benchmarks? 

See previous answer to Question (45) please. 


