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Gary Gensler took a nasty fall outside his house in Washington D.C. a few weeks ago. 

Because of the fall, the chairman of the U.S. Commodity Futures Trading Commission 

(CFTC) broke four ribs and punctured a lung. Consequently, he could not fly to Brussels to 

attend the European Parliament Committee on Economic and Monetary Affairs’ public 

hearing on combating market manipulation on Monday (24 September). 

As Gensler spoke to the committee via videoconference, he used his tumble as an analogy for 

market manipulation scandals like Libor. The ‘persistent questions’ regarding both: How did 

it happen, what’s the extent of the harm, and what’s the nature of the healing process? 

Gensler, European Commissioner Michel Barnier and other speakers agreed that global 

cooperation, an emphasis on observable transactions and sterner sanctions for dishonest 

practices must develop to ‘heal’ markets effectively and avoid a repeat of the past.    

That healing process, Barnier noted, is far from over. With investor confidence more 

important than ever yet also at historic lows, banks need ‘strong and robust’ measures to deter 

cheating as well as internal supervision to implement basic structural improvements. 

“No complacency is the buzzword,” Barnier said. “A new strict system of sanctions is 

absolutely crucial, but it is only part of the problem… We need a general cultural change.” 

According to Arlene McCarthy (S&D, UK), the Parliament's rapporteur on the draft EU law 

on market abuse, that culture has not yet changed. In the meantime, proper regulation in the 

hands of disinterested, objective supervisors — a key failing in the Libor scandal — can 

begin a market makeover. 

“We are seeking to restore confidence and integrity in markets,” she said. “We wish to extend 

scope of market abuse regulations to cover benchmark indeces. I think it really is an 

indication of the importance to task these interest rates and indeces of benchmarks that bane 

us today.” 

Libor and Euribor are references to average interest rates at which banks charge when 

borrowing from one other banks. It was determined earlier this year that panel banks (16 in 

Libor, 44 in Euribor) had colluded to set rates and had tipped off traders of daily ratings. 

Such practices come with great consequences, as Libor and Euribor are worth 200-300 

trillion euros.  

Though no one, including European Commissioner for Competition Joaquin Almunia, could 

quantify all the ramifications of market manipulation scandals, the speakers discussed 
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whether or not Libor still had the potential for reform or needed to be replaced. Given that 

Libor is embedded in pension funds independent investment companies manage, long-term 

legacy effects pose an issue. Replacing Libor could potentially cause more problems than 

retaining the flawed system. 

Gensler acknowledged the potential for a new system but stressed the importance of banning 

unobservable transactions that, while not inherently bad, pose a slippery slope to misconduct 

and collusion. A reliance on observable transactions would also increase transparency, the 

simplest way to regulate the motivation to cheat.  

“This culture is probably as old as biblical times — There are inherent conflicts of interest,” 

Gensler said. “You need to manage and properly recognize them. I don’t think those conflicts 

will go away though the passing of any law. What’s so important is that these processes be 

transparent and tied to observable transactions as possible.” 

Masamichi Kono, chairman of the International Organisation of Securities Commission 

(IOSCO) board, said that while he recognized there wasn’t a ‘one size fits all’ solution to 

various types of market manipulation, a globally coordinated guidelines and policies would 

help restore confidence. Thierry Phillipponnat, secretary general of Finance Watch, reiterated 

Barnier’s earlier point that strict punishments must be as strong as incentives to cheat. Also in 

line with Barnier, Phillipponnat said banks and other private businesses should continue to set 

benchmarks such as banks but should remain under public control and supervision because 

they are public goods. 

Almunia said the Commission’s report on collusion investigations is a ‘top priority’ but could 

not say when the report would be released. He also said that, hopefully unlike Mr. Gensler’s 

ribs, cartel situations could not be totally fixed. 

“The solution here is how to avoid cartels in the first place,” he said. “The way to do this is to 

put an end to cartels and to decide fines, in accordance to our guidelines, that would act as a 

deterrent.” 

 


