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HM Treasury Consultation on the Implementation of the Fair and Effective Market Review’s 
Recommendations on Benchmarks to Bring into UK Regulatory Scope  
 
 

1. Barclays welcomes the Fair and Effective Market Review’s consideration of important issues 

surrounding benchmarks in its report to HM Treasury, and the opportunity to respond to HM 

Treasury’s subsequent consultation. 

 

2. Barclays is a major global financial services provider engaged in personal banking, credit cards, 

corporate and investment banking and wealth and investment management with an extensive 

international presence in Europe, the Americas, Africa and Asia. With over 300 years of history and 

expertise in banking, Barclays operates in over 50 countries. Barclays moves, lends, invests and 

protects money for customers and clients worldwide. 

 

3. Strong and successful financial services that set the highest standards are an essential part of a 

resilient economy. As financial benchmarks play a critical role in global financial services, any 

disruption to the credibility or reliability of major benchmarks poses potentially significant risk to 

investors, the financial system, and the economy as a whole. 

 

4. Barclays therefore welcomes the review’s intention to ensure the reliability and credibility of 

benchmarks, particularly those identified as major benchmarks in their category.  While the report 

does make reference to the upcoming EU regulation, we would like to highlight the importance of 

ensuring this domestic approach would complement any EU regulation to allow a smooth transition.   

 

5. That said, we respond to the questions posed in the consultation document below. 
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The review produced the following criteria that were used to identify benchmarks to be 
brought into the UK regulatory perimeter. 

i. Benchmarks that are major FICC benchmarks 

ii. Benchmarks where the main benchmark administration activities are located in 

UK 

iii. Benchmarks that are based on transactions in financial instruments which are 

not covered comprehensively by existing market abuse regulation 

 

 

Based on the criteria set out above, the review identified the following seven major 
benchmarks in the FICC markets which it recommended should be brought into the UK 
regulatory perimeter: 

i. Sterling Overnight Index Average (SONIA) 

ii. Repurchase Overnight Index Average (RONIA) 

iii. WM/Reuters’ FX benchmark rates (WMR) 

iv. ISDAFix 

v. ICE Brent Futures 

vi. LBMA Silver Price 

vii. London Gold Fix 

 

 

 

Barclays Feedback 
 

 

 

Consultation Question 1 - Are the criteria set out above the appropriate ones to use? 

 

6. Barclays considers that the criteria used by the review to identify relevant benchmarks to bring into 

the regulatory perimeter are broadly appropriate.  

 

7. It is right that the review considered only benchmarks deemed major which carry potential systemic 

risk, and not the thousands of others significantly less entrenched in financial markets. We agree that 

the focus should be on benchmarks where the main administration activities are based in the UK, 

while welcoming that the longer term review will consider ongoing international work streams in its 

final recommendations. 

 

 

Consultation Question 2 - Are there other criteria that should also be included? 

 

8. The criteria used by the review are appropriate. 

 

 

Consultation Question 3 - Do these benchmarks meet the criteria? 

 

9. Barclays considers that the majority of benchmarks identified likely do satisfy the criteria used.  
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10. While Barclays accepts that SONIA and RONIA are the main benchmarks used as reference rates for 

overnight index swaps (OIS), and the total notional value of Sterling OIS swap portfolios is significant, 

SONIA represents a much greater proportion of that value than RONIA. In comparison to SONIA, 

RONIA is a much less significant benchmark, so Barclays would not consider RONIA as satisfying 

criterion 1.  

 

11. We also have reservations regarding the ICE Brent Futures benchmark. The second criterion covers 

UK-based benchmarks, i.e administrators and contributors who are physically located in the United 

Kingdom. As the report states, the ICE Brent Futures benchmark is a cash-settled futures contract, 

where the expiry price is set by reference to an index based on physical BFOE Crude transactions and 

prices reported by a number of different PRAs. Barclays considers that many of the transactions and 

prices reported to the PRAs, i.e the contributions to the benchmarks, may come from submitters 

based outside the UK, therefore meaning the ICE Brent benchmark may not satisfy criterion 2. 

 

12. Barclays welcomes the flexibility the report identifies in the legislative framework towards 

benchmarks satisfying the selection criteria. It is right that a benchmark is able to fall out of scope of 

the legislation if, in future, it no longer satisfies the criteria.  

 

 

Consultation Question 4 - Are there other benchmarks that also fulfil these criteria? If so, can you provide 

an explanation of how and why they fulfil the criteria? 

 

13. Barclays has not identified any other benchmarks that satisfy the criteria. 

 

 

Consultation Question 5 - Are there any specific factors to consider in the listed benchmarks that need to 

be taken into consideration when bringing them within the scope of regulation? 

 

14. Barclays welcomes that the review report recognises that the regulatory framework will have to apply 

in different ways, reflecting the differences in their nature.  

 

15. We note the report proposes that the regulatory framework for submitters will only apply to 

submitters, whether brokers or banks, to SONIA, RONIA and ISDAFIX. The remaining benchmarks, as 

benchmarks based on factual data available from a public source, would not be covered by the 

regulatory framework for submitters. 
 

16. Barclays, being a participant in the London Gold Fixing, notes that that precise application of the 

regulatory framework for this benchmark will depend on any changes implemented following the 

Gold RFP process currently underway.  
 

17. We would also highlight ongoing developments in the methodology for ISDAFIX. ISDAFIX is currently 

calculated based on submissions by a panel of interest rate swap dealers.  However, the administrator 

(ICE Benchmarks Administration) has indicated its intention to evolve the calculation methodology 

from a polling method to an algorithm based approach, using tradable quotes from regulated trading 

venues as inputs. These developments should be considered before bringing the benchmark into 

scope. 
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Based on experience with LIBOR, the review states the main costs are expected to stem from the 

following areas: 

 Regulators: Authorisation and Ongoing supervision 

 Administrators: Systems and controls; Oversight Committee; Approval (controlled functions); 

Capital requirements; and Authorisation 

 Submitters: IT Systems; Staff; External audits; and Controlled functions application 

 

 

 

Impacts 

 

 

 

 

 

 

 

 

 

 

 

Consultation Question 6 - Do you agree that these are the areas where costs will arise? 

 

18. The review sets out that the main affected groups will be the contributors to, and administrators and 

regulators of, the proposed benchmarks. Barclays broadly agrees with the areas of costs identified for 

these groups. However, the review also states that because many firms which would be captured as 

submitters to the proposed benchmarks are already captured as submitters to LIBOR, the costs 

incurred by these firms would only be incremental. Barclays disagrees with this statement.  

 

19. While Barclays agrees with the areas of costs identified, the figures involved would be significant, and 

overlap with costs associated with LIBOR is minimal. Regarding IT systems required for submitters, 

the overlap would be zero. The IT solutions produced for each benchmark would be completely 

separate from each other and bespoke, having to reflect the specific requirements of each 

benchmark, creating significant cost.   

 

20. Regarding staff, the costs incurred would also be significant. Some of the benchmarks identified, may 

require a CF40 to oversee the team responsible for submitting to the benchmark. There is also the 

possibility that many staff will be reluctant to continue or take up roles that are open to criminal 

liability. This could lead to high turnover, and likely higher remuneration necessary to reflect the risks 

of relevant roles. 

 

21. Finally, if contributors are required to undertake an annual external audit of their submissions process 

for these new benchmarks in a manner similar to LIBOR, the expected costs would be high. The cost 

for an external audit for LIBOR is close to £1m. Such a cost for further benchmarks, plus the other 

costs identified above, would make the total costs for submitters very high. 

 

22. The high costs for contributors creates the risk that some may decide to cease their submissions. This 

in turns creates a concentration risk, as the contributors who continue their submissions will be those 

which have the resources and willingness to put in place the necessary infrastructure.  
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Again, based on experience with LIBOR, the review states the expected benefits are expected to 
be as follows: 

 improved resilience against attempted manipulation 

 reduced risk of misconduct and associated fines and/or litigation risk 

 increased governance and regulatory oversight 

 decreased likelihood of cessation of these key benchmarks 

 increased credibility and integrity of the benchmarks 

 greater confidence in financial markets 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Consultation Question 7 - Do you agree that these are major expected benefits? 

 

23. Yes, the identified benefits are those that would be expected. Decreased likelihood of cessation would 

be expected providing the regulator has the power to compel submissions by contributors. 

 

 

Consultation Question 8 - How can costs and benefits best be quantified? 

 

24. The experience of submitters, administrators and regulators with the LIBOR is likely the most reliable 

basis on which to assess the costs and benefits.    

 

 

We would be happy to discuss any of the above, at your convenience. 

 

Yours sincerely, 

 

Francois Jourdain 

Managing Director,  

Treasury Execution Services   

 

 


