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Producer:  David Lewis 

Reporter:  Lesley Curwen 

Editor:  David Ross 

 

CURWEN: If you thought previous banking scandals were 

shocking, prepare to be shocked again. If what's alleged in this programme is true, we have 

all - as savers and consumers - been cheated by the big banks, in ways that are buried in the 

fiendish complexity of the financial system.  

 

KELLEHER: We’re talking about a massive market, massive 

amounts of money and a virtually irresistible incentive to manipulate that market, and that’s 

what the allegations are all about. 

 

CURWEN: The allegations are that traders from different banks 

got together to rig markets – just as they did with Libor interest rates. One former trader in 

foreign exchange tells us how he made a profit by cooperating with traders in other banks. 

 

READER IN STUDIO: Every trader will have their own trusted network of 

fellow traders.  They’re going to be helping me push, influence, manipulate, move that rate 

down or up, whichever way I want. 

 

CURWEN: It’s not just foreign exchange – its alleged rigging took 

place in markets for gold and other metals, in commodities and in long term interest rates. 
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CURWEN cont: Tonight on File on 4, we assess the strength of the 

evidence that has sparked investigations across the world – with much of the focus on 

London and on the role of British banks such as HSBC, RBS and Barclays.    

 

SIGNATURE TUNE 

 

ACTUALITY AT EXCHANGE BOOTH 

 

ASSISTANT: How can I help you? 

 

CURWEN: I wanted to know what the Euro rate is today, please. 

 

ASSISTANT: Are you buying or are you selling Euros? 

 

CURWEN: Buying. 

 

ASSISTANT: 1.236. 

 

CURWEN: Okay. 

 

ASSISTANT: Very good rate, ma’am. 

 

CURWEN: This is how most of us experience the world of foreign 

exchange, but it’s a long way from the financial markets, where big bodies like pension funds 

want to transact hundreds of millions of pounds’ worth of currency deals. It is a rarefied 

world, where traders casually throw around phrases like ‘half a yard’- which means a trade 

worth half a billion.  

 

KELLEHER: The global foreign exchange market has about  

$5.3 trillion of trading every day.  London alone actually has 40% of the market 

 

CURWEN: Dennis Kelleher is president of Better Markets in the 

US, which campaigns for transparency in the financial sector. 
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KELLEHER: The foreign exchange trading is literally thirty times 

the daily trading of the stock markets, it’s the biggest trading market in the world.  And while 

it may seem unfamiliar to most people, the foreign exchange market actually underpins the 

global economy, because global business today operates in different currencies, and in order 

for global business to get done, the purchaser and seller of products in different currencies 

have to somehow exchange those foreign currencies so that they can buy and sell at the right 

price.  Those prices are set in the foreign exchange markets every day and that ripples down 

all the way to what people pay for cars or for computers or all sorts of other things that 

happen to be made one place in the world and sold in another place in the world.  So what 

happens in those markets actually affect almost everybody who buys or sells anything in the 

world.   

 

CURWEN: Here’s how it works. Currencies change value all the 

time on the markets, so lots of big investors like pension funds want to do their foreign 

exchange at a single reliable currency rate, set once a day. Think of it as a snapshot.  It 

becomes a rate that everyone trusts for, say, the value of buying euros with your pounds. That 

snapshot is called a benchmark and it’s used to set the value of trillions of pounds of 

investments. The key benchmark in the London market is set every afternoon – not, as you 

might expect, by looking at trading right across the whole day but remarkably, by looking at 

trades done over the course of just sixty seconds.  Serious doubts have been cast on the 

reliability of this 4pm fix. 

 

EXTRACT FROM BLOOMBERG TV 

 

CURWEN: This is Bloomberg TV. 

 

MAN: A Bloomberg story revealing traders at several major 

banks may have manipulated benchmark foreign exchange rates. 

 

WOMAN: Joining us now with the details is one ….. 

 

VAUGHAN: Myself and a colleague, Gavin Finch, had been 

covering the Libor scandal for the last kind of two or three years and really kind of getting to 

know the traders that were involved and understanding exactly what went on, and then we 
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VAUGHAN cont: were contacted out of the blue by a guy who wanted to 

remain anonymous, but who represented one of the largest investment funds in the UK. He 

suggested that we have a look at this foreign exchange benchmark, because he thought that 

the way that the rate was set might be susceptible to manipulation in the same way that Libor 

was. 

 

CURWEN: Last year reporter, Liam Vaughan, followed up the tip-

off about movements in the currency markets. For months he made little progress.  Until: 

  

VAUGHAN: The real breakthrough was in speaking to some of our 

trading sources. There was one guy in particular who had recently left the market and he was 

a foreign exchange trader at some of the world’s largest banks. He met us for a drink in a 

hotel bar. We weren't expecting much, but actually he was hugely forthcoming.  It was at that 

point that we were really like – wow, you know, we might actually have something on our 

hands here. 

 

CURWEN: The story alerted regulators in the UK, the US and 

other parts of Europe. They started investigations into whether traders had colluded to rig the 

fix. In October last year, the Financial Conduct Authority launched a formal investigation in 

the UK. The banks started their own enquiries and as result more than two dozen traders have 

been dismissed or suspended at various global banks. Most regulators are staying tight-

lipped, but one - the German regulator, BaFin - has confirmed that it found multiple attempts 

to manipulate currencies. So how might this manipulation of the 4pm fix be done?  Here’s a 

simple version of one way it could work.  Imagine you’re a trader. 

 

ACTUALITY IN TRADING ROOM 

 

CURWEN: A client representing a pension fund puts in an order to 

buy £1 billion worth of US dollars using the rate set at the 4pm fix. You, the trader, decide to 

buy the dollars earlier than 4pm, while it’s cheaper. That may well force up the rate for the 

dollar, so that by the time 4pm comes, the rate is much higher.  The client is still committed 

to pay for his foreign exchange at that 4pm benchmark rate.  You’ve paid a lower price for 

the dollars and the client’s paying a higher price – bingo.  You keep the difference between 

  



- 5 - 

CURWEN cont: the two. It works just as well if you’re selling a 

currency rather than buying - it’s profit for the bank and fuel for your bonus.   

This practice is called front running – running ahead of your client. In the UK it is deemed to 

be market abuse, a type of insider dealing, though it’s not a criminal offence. Allegations of 

front running form part of a class action lawsuit brought in the US against eight banks, 

including HSBC, RBS and Barclays.   

 

ACTUALITY IN OFFICE 

 

THOMAS: So we are in the London office of Fideres. We moved 

here last September. We deliberately decided to move across the river from the City to have a 

different perspective on things. We have got nine people here in London investigating 

financial products and benchmarks at the moment – that’s the hot topic. 

 

CURWEN: Economist Alberto Thomas from Fideres, a company 

which provided evidence for the class action lawsuit.  He was commissioned to analyse 

trading patterns in the foreign exchange markets.  His work forms part of court papers filed in 

the United States and seen by File on 4.  

  

THOMAS: We found specific patterns in the foreign exchange 

market which suggests that there is front running.  So, for example, we’ve got a chart here.  

You can see that in the fifteen minutes just ahead of the fix, the markets had a sharp move 

down, and then just after the fix it recovered. 

 

CURWEN: So this particular chart, we are looking at the Euro 

against the dollar for a particular day in 2008 and you are saying that what it shows is that, in 

fact, the traders knew that somebody was going to sell Euros – is that right? 

 

THOMAS: And buy dollars, correct.  And so by knowing that their 

customers overall in the market were going to sell Euros, the traders sold them ahead, in front 

of the customer, from which the word front running.  So they sold the Euros and then they 

bought them back from the client at a lower level. 

  

  



- 6 - 

CURWEN: And because there was that difference in time, the 

traders were able to sell high and then buy low? 

 

THOMAS: That’s correct.  

 

CURWEN: So they made a profit for the bank? 

 

THOMAS: They would have made a profit for the bank, 

absolutely. 

 

CURWEN: Does that mean that the bank’s customer always loses 

out? 

 

THOMAS: In this case, yes.  

 

CURWEN: Of course there are still risks for any trader who might 

want to rig the market.  If he wants to push the 4pm fix up or down, the trader needs to know 

other banks won’t spoil his plan by pushing the fix in the opposite direction and that means 

constantly talking to his contacts at other banks, via instant messaging, chat rooms or email to 

make sure they’re working broadly in line. Does that amount to collusion?  Alberto Thomas 

and the class action lawsuit allege that it does, based on the evidence of spikes in trading. 

 

THOMAS: In order to affect this type of behaviour and move the 

market ahead of the fixing, there has to be potentially some collusion, some communication 

between the dealers in order to all act in a concerted way.  And there’s a number of days 

where we have identified this type of behaviour - from 2003 to 2013, this happened about 

10% to 20% of the time. 

 

CURWEN: Some of the banks might argue this is one of the most 

liquid markets in the world.  There’s a huge amount of buying and selling going on.  Is it 

really possible for a small number of banks to influence something as big as this foreign 

exchange fix? 
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THOMAS: The market in foreign exchange, it is very 

concentrated, in the hands of ten, fifteen institutions.  And what we found on Libor is that 

there are communications occurring between traders around the time of the fixing, and 

through these channels the traders can share information, and by sharing this information, 

they can effectively affect the market by all trading in the same direction.  

 

CURWEN: Front running is one of several suspect practices 

alleged in the lawsuit.  It also alleges that traders reap further large profits from manipulation 

on side bets made with the banks’ own money. We’ve heard about how rigging of the market 

might work - what is the forex trader’s own experience? 

 

READER IN STUDIO: The life of a foreign exchange trader is looking at his 

screens, looking at the data, chatting to the sales traders and also having chats through virtual 

media and phones through various people he knows in the market.  It will be on a trust basis.  

In that network you exchange ideas openly and freely, and with that would come a revelation 

of what business you’re seeing or expecting to see. 

 

CURWEN: This is a former trader, who agreed to speak to us on 

condition we protect his identity. We have re-voiced his words. He confirmed that he would 

regularly make trades ahead of the 4pm London fix.  

 

READER IN STUDIO:  You can't leave it until 4pm to transact it, because the 

market would move against you and you would lose hundreds of millions of pounds. 

 

CURWEN: Why would the market move against you? 

 

READER IN STUDIO: Well, because the client would be giving you this fix to 

transact - to sell or buy – a particular currency unit at the rate prevailing at 4pm. Now what 

you have got to try and do is transact your business at a rate better than that rate. So the 

difference between the two rates is your profit or loss. If you transact at a worse rate, you 

have lost hundreds of millions of pounds and possibly your job. So you have got to come up 

with a viable strategy to try and transact this business. As the day wears on, you will let 

certain associates know about this. You do this for one of two reasons – first of all, they are 

your trusted network and you know full well that once you arm them with that information, 
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READER IN STUDIO cont: they also take advantage of that and they are going to 

provide added liquidity for you. So what I mean by that is that if I know I am going to be 

selling at that particular time, they will be helping me push, influence, manipulate, move that 

rate down or up to whichever way I want. All you’re looking for is that minute window and 

hopefully you can try and influence it and hopefully make some money based on the 

difference between the rates. 

 

CURWEN: This former trader didn’t see anything wrong with 

trading ahead of your client’s order, taking advantage of your inside information to turn a 

profit.    

 

READER IN STUDIO: Front running.  It’s absolutely not rocket science.  It’s 

all in the term.  If you receive a piece of business or an order to sell, you will run in front of 

it. 

 

CURWEN: Is it common? 

 

READER IN STUDIO: It’s completely endemic. You’d be silly not to do it.  It 

would be like stepping out into Regent Street without looking to see which way the traffic is 

coming. 

 

CURWEN: Is it encouraged by managers?  

 

READER IN STUDIO: Nobody gets out big balloons and says, ‘Keep on front 

running orders,’ but it’s an accepted mode of business or practice in the market from when 

you were the lowliest trainee on the desk aspiring to become the guy with the braces, striped 

shirts and nice £400 shoes. 

 

CURWEN: Were you aware that what you were doing was 

unethical?  

 

READER IN STUDIO: I think that’s still got to be proven.  I suppose if you 

were to argue is it going against the grain, it probably is.  But by the very nature of the 

  



- 9 - 

READER IN STUDIO cont: business that it is, ethics don’t really play a big part.  

Everybody has compliance mandates that you sign up to and you’re registered by the FCA 

and you have to abide by their rules.  What I have seen is open ended chats and opinions 

about the market. None of that can, I think, be deemed criminal or collusion. 

 

CURWEN: And his attitude is not unusual. We spoke to other 

former traders who told us it was commonplace to try to move the market ahead of the fixing 

time. One told me, ‘You’ve got to make your money where you can,’ and another said, 

‘Front-running?  I just call it prudent positioning.’  The potential rewards are compelling - 

say there’s a trade of £1 billion, if a trader can push the currency rate up by one-tenth of 1% 

during the fix, that could make the bank £1 million. So who loses?  Clients, who may end up 

paying a higher price for their foreign exchange at the 4pm fix.  Clients such as pension 

funds, according to Professor Mark Taylor from Warwick Business School.   

 

TAYLOR: By far the most important, the dominant players in 

international finance ultimately are pension funds.  So if every time a pension fund is 

undertaking some kind of international investment, if it’s losing a few million dollars and 

giving that to the banking industry and being paid out in in bonuses perhaps, then those few 

million dollars every day over many years, translates into a substantial reduction in 

performance for the pension fund.  And ultimately that translates into lower pensions and less 

security for all of us in our retirement, so, there is a real implication of this for every single 

one of us.   

 

CURWEN: We asked the British banks named in the US class 

action lawsuit to respond to the allegations, as well as the regulatory investigations.  HSBC 

had no comment.  Barclays told us the group is reviewing its forex trading covering several 

years to at least October 2013 and is co-operating with authorities.  RBS had no comment, 

but referred us to remarks about the forex case, by their Chief Executive Ross McEwan on 

LBC Radio.  

 

MCEWAN: We’re still doing a lot of investigation.  We’re going 

through just millions and millions of emails, chat rooms, conversations, to see what actually 

went wrong, if anything in this area here.  And unfortunately I have the feeling that it is sort 
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MCEWAN cont: of a Libor case again, that we’re getting on top.  The 

difference this time is that we haven’t sat back and denied it.  We’ve got into it and doing the 

investigation hand in hand with the authorities, and again I’d like to see it cleaned up as 

quickly as we can so that we get the things of the past moving forward.   

 

CURWEN:  Change may be coming. The Financial Stability 

Board, which brings together global regulators, set up a high-level group to propose reform, 

which reports in November at the G20 meeting in Australia. The question is, have practices 

such as front running been common in the markets, as suggested by the lawsuit and traders? 

Have they been tolerated by managers? The body in charge of the UK’s financial regulation 

is the Financial Conduct Authority. Martin Wheatley is its Chief Executive. 

Is front running acceptable? 

 

WHEATLEY: No, front running isn't acceptable.  It is not acceptable 

in equity markets, it’s not acceptable in other markets and it never has been. 

 

CURWEN: Some traders have said to us that front running is 

endemic. 

 

WHEATLEY: We are doing, as you know, an investigation into 

aspects of the forex market and we haven’t completed that yet. When we complete that, we 

will publish our findings as to what we have seen, but I don’t think I can pre-empt the 

conclusions of that investigation now.  

 

CURWEN: So should traders be talking to other traders at other 

banks, even in the most general terms about future trades? 

 

WHEATLEY: I think people are increasingly asking the question, if 

you allow that unmonitored dialogue, can you actually trust people not to pass information 

across they shouldn’t. We haven’t reached the conclusion on that yet. That’s something we 

need to come to.   
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CURWEN: Have regulators been too reactive, because arguably 

we wouldn’t have global investigations into foreign exchange without the original tip-off to a 

journalist at Bloomberg. 

 

WHEATLEY: Most of our investigations start from either, frankly, 

tip-offs from the firms themselves or suspicious transaction reports or our own analysis of 

data.  In this case we had journalists pursuing it.  That’s a useful starting point, to have 

somebody looking at it and saying, ‘This needs an investigation.’  I don’t make any apology 

for the fact that we respond to other people having raised questions about areas of misconduct 

in markets. 

 

CURWEN: The truth is, for many years, the foreign exchange 

market has been unregulated, along with other important markets in commodities, gold and 

other precious metals, interest rates and credit derivatives. The only oversight came from 

within the financial industry itself. These so-called dark, unregulated markets, with their own 

special benchmark rates, are under scrutiny by regulators and the subject of private lawsuits. 

Alberto Thomas from Fideres, who acts as an expert witness for class action suits, suggests 

there are some shared features among them.      

 

THOMAS: Those common factors are, generally speaking, 

conflicts of interest that exist within the dealers.  You’ve got people that are contributing to 

the benchmark and at the same time, sitting two feet away, you’ve got people that trade in 

those markets.  I think it’s important we recognise that what has been happening across 

benchmarks, it’s a problem of systematic failure and not of individual behaviour by some 

traders.  Until we recognise this, we will not be ready to move on. 

 

ACTUALITY WITH COMPUTER 

 

CURWEN: Well, we’ve looked at a couple of these reference 

points used by the financial markets.  The one that is hugely important but really, really 

obscure is something called ISDAfix. I’m looking at the website of the Financial Times, at a 

story from 2010, which first rang warning bells about it. ISDAfix is little known, because it 

deals with the price of interest rate swaps – these are derivatives, sophisticated bets, if you 
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CURWEN cont: like, which can help companies and investors to protect 

themselves against the future ups and downs in interest rates.  And they can also be pretty 

lucrative for the banks. 

 

MCKENZIE: I remember talking to one trader who described to me 

that Libor was really just the crumbs off the table, that the cake was actually the ISDAfix.   

 

CURWEN: That’s Michael McKenzie, the Financial Times 

journalist who wrote the article in 2010.  He used to work as a swaps trader himself.  After 

tip-offs made to an FT colleague, he started investigating ISDAfix.       

 

MCKENZIE: I sort of went back and started talking to people I had 

known in the market, people who referred me to former traders, people who were willing to 

speak, and I was just astonished because I sort of thought, well, the sort of shenanigans that I 

had seen on a brokerage floor back in the 90s had truly been abolished, but in fact the 

opposite was the case.  Everyone I spoke to said, look, it’s got worse. The markets had grown 

so much during the 2000s that the fix had become very, very important and a small group of 

banks were controlling this process. So the allegations I was hearing from people was that the 

market was being abused and it was at the expense of real investors.  It was sort of a Wild 

West market. 

 

CURWEN: Let’s try and explain what the ISDAfix rate is. Put 

simply, it’s a daily measure of the market price for buying an interest rate swap. The swaps 

come in different varieties according to which currency you’re using and how long they last – 

maybe five, ten or twenty years. Crucially, it’s used as a reference figure, when banks work 

out who pays what on a host of complex derivatives trades worth trillions.  Dennis Kelleher, 

President of Better Markets. 

 

KELLEHER: The interest rate swaps are so important to the global 

economy, almost all global products being bought and sold throughout the world are 

impacted by interest rate swaps.  Government bonds are priced off of the ISDAfix, pension 

annuities, commercial real estate investments.  It hits everybody directly in their wallet, so 

we’re talking about a massive market, massive amounts of money and a virtually irresistible 

incentive to manipulate that market - and that’s what the allegations are all about. 



- 13 - 

CURWEN: The suspicions first revealed in the FT article centre 

around the dollar ISDAfix rate, which was set in the United States.  Once more, like the 4pm 

foreign exchange fix, we’re talking about a moment in the day where a market rate is 

captured.  In this case, it is at 11am New York time that the snapshot of the price is taken.  

The process involved a group of global banks, including Barclays, HSBC and RBS, plus the 

British broking firm, ICAP, which played a key role.  ICAP would put forward a possible rate 

for the ISDAfix for that day and the banks would either accept that or make a submission of 

their own competitive quote.  The reliability of this process came under question and three 

weeks ago a class action lawsuit was filed by an American pension fund, this time alleging 

banks rigged the dollar ISDAfix rate.  Lawyer Dan Brockett, from the QuinnEmanuel firm, is 

leading the case. 

 

BROCKETT: The allegations in the case are, they’re very similar to 

the Libor allegations, and that is that the banks colluded to submit essentially the same rate 

when they were supposed to be submitting their own swap rates, and they did so consistently 

over an extended period of time.  And it is also alleged that the banks that were on the 

ISDAfix panel colluded with ICAP.  The allegations are is that the banks and traders were 

colluding with ICAP in order to push the ISDAfix rate in a way that would be most profitable 

for their individual holdings that are pegged to the ISDAfix rate. 

 

CURWEN: The legal documents in the case include an analysis of 

the figures submitted for dollar ISDAfix over four years.   

 

ABRANTES-METZ: My first look at the data - the data for 2009 to 2013 - 

and I was very surprised.  I had the same feeling I had when I first looked at the Libor quotes. 

I just felt there was almost surely something wrong there. 

 

CURWEN: That’s Rosa Abrantes- Metz, an economist who 

analyses trading data. She helped to raise concerns about Libor in 2008. Looking at the dollar 

ISDAfix rates, she says she found that all the banks, which might be expected to quote their 

own competitive rates, had made strikingly similar submissions. 

 

ABRANTES-METZ: I find it is very highly unlikely that particularly through 

2009, especially when there's still a financial crisis ongoing, that fourteen or fifteen 
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ABRANTES-METZ cont: participants feel exactly the same way about a 

particular rate in the market at the same moment in time. Now all their quotes should be 

similar and close to each other, but the fact that they are completely identical to the last 

decimal point for years in a row and probably even before 2009, I just don’t have the data, 

that is almost impossible to happen without some sort of agreement between them. 

 

CURWEN: In 2012, that pattern suddenly changed. The banks’ 

submissions stopped being nearly identical and began to vary far more. It followed a legal 

settlement in the Libor rate-rigging case which, for the first time, talked about collusion.  

 

ABRANTES-METZ: For some of the banks on that exact same day the 

patterns change drastically.  It is clear that everybody’s quotes do change at around this time.  

 

CURWEN: So what is your reading of the bank’s behaviour there? 

 

ABRANTES-METZ: I think they became aware that they were now a target 

of investigations and not just on Libor, but probably in other settings. And that triggered a 

change in behaviour, which ended possibly an agreement to fix ISDA. 

 

CURWEN: Is it possible to quantify how much damage has been 

done, if there has been manipulation of ISDAfix? 

 

ABRANTES-METZ: It is possible to quantify.  I think we’re still at very 

early stages.  Probably many billions of dollars. 

 

CURWEN: Again, we asked the British banks named in the lawsuit 

to talk to us. HSBC and RBS had no comment.  Barclays said it ‘received and continues to 

respond to subpoenas and requests for information from various authorities.’  The questions 

over the dollar ISDAfix are not only about the behaviour of the banks, but also about the 

behaviour of the British company ICAP, which acted as a middleman between banks and 

other parties.  More recently, ICAP had doubt cast on its internal systems and controls over 

the part it played in the Libor scandal. It was fined a total of £55 million by American and 

British regulators for what were said to be ‘significant failings’ in its culture and controls.  

Back in 2010, Michael McKenzie’s article in the FT had suggested that swaps prices 
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CURWEN cont: published by ICAP were sometimes surprisingly 

different to prices published elsewhere. The heart of ICAP’s swaps operation was at its office 

in New Jersey.   

 

MCKENZIE: It’s a very combustible environment.  As a swaps 

broker you have to be very quick to react, very aggressive, a lot of shouting of prices, and as 

you got closer and closer to 11 o’clock, the allegation is that the banks would try and skew 

the market and push prices either up or down.  The select group of brokers who worked at 

ICAP, if you spoke to rival brokers they’d just call it Treasure Island, because it was a licence 

to print money. 

 

CURWEN: The FT article was picked up by a leading figure in the 

City of London, Terry Smith, who ran a rival brokerage to ICAP.  In 2010, he wrote to the 

custodian of the ISDAfix rate, the International Swaps and Derivatives Association, asking 

for a new system – I quote – ‘which more clearly reflects prices and which is less capable of 

manipulation.’  But no reform happened.  By the spring of 2013, it was reported American 

regulators were investigating ISDAfix.  Early this year, ICAP was stripped of its role in the 

US fixing. The company said no to an interview and issued a statement about the class action 

legal case.  

 

READER IN STUDIO: We believe this case is spurious, opportunistic and we 

will defend it vigorously.  The regulatory investigation is still on-going, we are cooperating 

with it and we have no further comment. 

 

CURWEN: The whole ISDAfix benchmark process is now under 

reform and is being administered by a different company, in line with guidelines produced by 

IOSCO, a group of global regulators.  These lay out principles to make the benchmarks more 

reliable, with more oversight.  But why didn’t the industry body which controlled ISDAfix 

take note of those warnings voiced in 2010?  I asked Steve O’Connor, the Chairman of the 

International Swaps and Derivatives Association.    

Back in 2010 there were reports in the Financial Times that ISDAfix might be vulnerable to 

manipulation, and in fact Terry Smith, a well-known figure in the city of London, wrote to 

you suggesting that reform should be done quickly. Why didn’t you move then? 
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O’CONNOR: Certainly we were observing those reports. There was 

nothing that made us believe that there was any manipulation in ISDAfix, nor has any 

emerged yet.  

 

CURWEN: Did you do your own investigation into whether there 

had been manipulation? 

 

O’CONNOR: No, we did not. 

  

CURWEN: Analysts who have looked at some of the data on 

ISDAfix say the submitting rates from all these different banks were virtually identical on 

almost every day for a period of several years, and the odds of that happening without some 

kind of collusion they suggest are astronomical? 

 

O’CONNOR: I have not seen the data in question, but to the best of 

my knowledge the rates were not the same every day. 

 

CURWEN: Lawyers working on bringing a class action allege that 

there was manipulation, there was a conspiracy to fix the US dollar rate.  How do you answer 

that? 

 

O’CONNOR: We have no comment on actions that are in place at the 

moment.  Well, I certainly have no knowledge of any manipulation that has occurred in 

ISDAfix. 

  

CURWEN: All the bodies which run financial benchmarks are 

having to change the way they operate, right across the world, according to those IOSCO 

guidelines. What’s perhaps startling is that these markets have been unregulated, and that 

means changing in the law in each country, giving regulators the firepower to hold banks to 

account.  The Libor interest rate benchmark is now formally regulated. It’s widely expected 

that kind of regulation may be extended to other benchmarks. As yet, we don’t know which, 

and we don’t know when.  I spoke to Bart Chilton, who was until recently a Commissioner at 

the US regulator, the Commodity Futures Trading Commission, and asked how much 

progress has been made cleaning up these ‘dark’ markets. 
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CHILTON: I think we are crawling out of it.  I say crawling 

because the pace is a little slower than some people wish. There are efforts to try and bring 

transparency to the markets.  That’s happening but a little more slowly than some would 

prefer. 

 

CURWEN: Why do you think these markets remained unregulated 

for such a long time? 

 

CHILTON: There was a real effort back in the late nineties to 

deregulate things. The argument at that time was that we should let the free markets roll, but 

as we know 2008 showed that letting the market roll meant that they rolled right over a lot of 

people.  I think we went too far in having little regulation back then.  

 

CURWEN: So was it, in the end, the politicians to blame for letting 

the markets do their own thing? 

 

CHILTON: Absolutely the politicians, and even regulators who 

were sort of asleep at the switch, and the politicians who didn't give the regulators all the 

authority they needed, so that’s one of the culprits to the calamity.  And the other is really the 

captains of finance around the world who took advantage of the circumstance. 

 

CURWEN: Martin Wheatley of the UK regulator, the FCA, co-

chaired the task force that produced the global guidelines to combat market rigging.  I put it 

to him, change is coming very late if, as alleged, manipulation has been going on for years. 

 

WHEATLEY: What happened with Libor shook everybody. The 

extent and depth of the manipulation in Libor had been something that had been rumoured 

about, but that was the point at which we brought that to light and made it very clear what 

had happened.  When we did that, we realised that the sort of things that we had seen in Libor 

could lend themselves to abuse in other benchmarks. 

 

CURWEN: But if you had built in conflicts of interest with the 

setting of many benchmarks, plus perverse incentives for traders, surely these benchmarks 

were ripe for investigation and reform years ago? 
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WHEATLEY: I think that is probably true.  I know this is quite a subtle 

point, but regulators have a set of defined responsibilities. We can't just go looking into areas 

that are not our responsibility.  The stuff that we’re now talking about – Libor and Forex and 

others - they are not regulated activities, so there’s no legal basis for a regulator to go looking 

into those markets. 

 

CURWEN: The IOSCO guidelines – isn’t it closing the stable door 

after the horse has bolted? 

 

WHEATLEY: Well, you have got to do something. I mean, there is no 

point not doing it if you’ve found there is a problem. You could argue - and I’m sure you would 

- that things should have happened earlier, but you have to change the law for them to happen, 

and so that legal change process we are still working through.  So we have changed the law in 

the UK, Europe is going through a change to the law.  But until the law is changed, you can’t 

then go and enforce against something that isn’t a law. You have to have the law first. 

 

CURWEN: The Government has begun a Fair and Effective Markets 

Review, to raise standards of conduct in the financial system, and Martin Wheatley is part of 

that.  Is change swift enough? We asked the Treasury for an interview - no one was available.  

Instead they sent this statement:   

 

READER IN STUDIO: This government has been clear that any attempted 

manipulation of benchmarks is totally unacceptable. That is why we have led the way on 

benchmark reform by taking action both domestically and internationally, and that’s why the 

Chancellor announced that we will extend the new powers put in place to regulate Libor, to 

cover further major benchmarks. 

 

CURWEN: If the allegations we’ve heard are true, all of us have 

been short-changed in a thousand ways we can never trace, through paying more for goods and 

financial services, because the banks were able to rig markets in order to overcharge companies 

and engineer bigger profits.  It could take years for investigations to conclude, but given the 

sheer scale and colossal sums involved, this could end up as the biggest banking scandal yet.     
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