
revSew meetings
RE:
Cross, Michael
Sent! t9May2aO8iS;4B

To: Tucker, Paul;

Co
^cussed. We'll tlndaway to make thai poluiauliir

and I have

Original Message-—

To: Cross, Michael;
iSijBcti Re: BBALIbor review meetings

*~-gasssssa*issssigx«>-ilrHondon can decide i

(. . )„ you don't agree, pi expialn sun evening, monday am

Thanks

Paul



:REL_D©Hari!bor

Sent: 20 May 2008 13:44

Tpi Tucker, Paul

Cti Sieve, John; Lomsx, Rachel;

Paul - could Tim write to the Governor please.

—Original Message-—
From:Tucker,Paul ^ n n M „ „
Serit:Monday, Mav 19,2008 8:58 PM
To:_ _ ._ . ,
Cc: Glevs, John; Lomax, Rachel;
Subject: Dollar Hbor

)
1 Bill dudley called this evening at tlm's request

-tlm writes to the Q, who passes to bba

-timwritas direct to bba .

-tim writes to Qoc bba

-tlm writes to bba co G

' -variants of above Involving bill dudley and me

Tim v open to guidancs on this Perhaps we shd briefly discuss. ;., . .

On substance we dldn^.so.ssrnuch except « b ^ s ^

Paul



Call with John Ewan, BBA

Sent: 20 May 200818:06

To: Tucker, Paul; Cross, Mfehaaf

_Ce: Markets - ED Office

Apologies that this came too late for the call with KnigmYbut I finally got through to Ewan.

- Readout from yesterday's meeting with banks (s that avbiutibh rather than revolution is most likely for Lihor

- BBA don't expect a root and branch review. Ewan said •• off the record •• hs expected there would be a
clarification of definition plus some BBA education roadshow.

• Also, BBA would like panel banks to have to defend submissions at their Money Mkt and FX Committee, if
they receive complaints.

, - Anything more than clarification would probably be proceeded by a wider consultation (that was what
1 happened following the significant previous change in definition In 1993).

•* - Ewan is meeting LIFFE to discuss exchange-traded SONf A derlvs (the same people we know from MMLG,
) who are coming in to the Bank next week)



on behalf of Angela K n p

[angalaMghti
Anli z i May 100818:40

1*t ructer, Paul

Attachmaittsj niinutes of Masting 19 Ma/

=sssz«-

v*-* discussion. •

llookfofwardtospBaklngtoyousoon.

Regards

Angela

' Angela Knight CSE
Chief Exepiitlvs

PinnswHall
x 1QS-1 OB Old Broad 8ttaat

. ;LondQnEC2N1EX

' Tel:-
E-mail: aoaalaimW
Woftiltfi' f̂fPAf iftftfl»artTiUK

To vtaw the full prcarammtt, and raflunr rer

th& full range of banm
£50bn to the economy,

tSSSSsssassasses.
buslnaas raasora.



I1*"..1

""' .on behalf of Angela Knight
[angala.knight . . . . . .
Sant: 21 Ma/200816:52

Toi TUcfcer, Paul

fensltivttyi Confidential

This email has reached tfft Bank via the fotertwE or an external Mtwortc

Paul,

Furtherto my earlier small on LIBOR, here are the outstanding polnte for dacteion:-

allowed? _

rates be '

process?

a way of ensuring this.

V M

a
Angela Knight C3E
Chlaf ExacUtive

British BanKara1 Association (BBA) _ H

•'The vote olbanking s/tc/ financial smiosa

Pinners Hail
105-103 Old Broad Street
London EC2N 1EX

Tel:'.
E-mail: singil^toifllir
Website: « £ , & & & 9 J : 9 . ^

^wssssr^



behalf of Angela Knight
on

[angela-knlghtC
Santi 27 May 200815:57

Toi fucfcar,Paul

OandtheBankofEitataw- )iu a ,m appreciate that gu

Angela KnlgMCBE
Chief Bcecuttva

) London EC2N1EX

Tai: — —
E-m8ll:aQ3flla*^.ul.
Website: lasirtaaffl^

n»ss=a=--=s-~--ni,.,_
£50bn to t/» economy, and w _ __t]hB



Tucker, Paul"

Sent; 28 May 2008 16:36

Cc: Cross, Michael;

Umax, Rachel;. ^m^mm^»^

something substantive then asnseded

community commenting -

Paul



&i%J. cJ\ et»:™From:
Sent: Friday 30 May 200819:06 x^^Jif
To: Governors - GPS I

Subject: FW: Result of BBA review: just "strengthening the oversight of BBA Llbor"

Gov's o/n's plsase
—Original Message—
From: Cross, Michael
Sent! Friday, May 30,2008 6:35 PM
T o i l
Cc; Flshar, Paul; ,. ...
Subject: FW: Result of BBA review: just "strengthening the oversight of BBA Ubor

Tba of the BBA's Libor announcement

y . ^ —Orlplnal Message—
Prom:

. > Sent! 30 May 200818:16
v J To; Markets - £ & FC Money Markets

Subject; Result of BBA review: just "strengthening the oversight of BBA Libor"

I can't spot any superficial changes to setting process, let alone more substantial. There has not even been
any change to the composition of any of the panels (including the USD one).

And > can't detect any price reaction.

Individual Contributor Pane! Banks are selected by the BBAs FX and Money Markets Advisory Panel after
private nomination and discussions with the BBA UBOR Steering Group, on the basis of reputation, scale of
activity in the London market and perceived expertise In the currency concerned, and giving due
consideration to credit standing.

.)http://iwtfw.bba.oro.uWbba/isp^piQpoly-fsp?d»145&a"13777
:) . . . . . . . .

In accordance with the BBA LIBOR Definition the British Bankers' Association (BBA) has
completed its review of the composition of the BBA LIBOR Contributor Panels. These are the banks
that contribute to the BBAs LIBOR rate-setting process.

The composition of the Australian Dollar (AUD), Canadian Dollar (CAD), Swiss Franc (CHF),
Danish Krone (DKK)> Euro (EUR), Sterling (GBP), Japanese Yen (JPY), New Zealand Dollar
(NZD), Swedish Krona (SBK) and US Dollar (USD) Panels are as follows:

Australian Dollar (AUD): 8 Banks

Barclays Bank pic
Commonwealth Bank of Australia
Deutsche Bank AG
HBOS

30/05/2008



.4

LlbyoV TSB Bank pic _ „ _ „ _ _
Motional Australia Bank Ltd
The Royal Bank of Scotland Group
UBSAG
There has been no change in the composition of the AUD contributor panel.

CaMdiwt DoMar (CAD): 12 Banks
Bank of Montreal
Barclays Bank pic
Canadian Imperial Bank of Commerce
Deutsche Bank AG
HSBC
HBOS
JP Morgan Chase
Lloyds TSB Bank pic
National Bank of Canada ). ,
Rflbobank (. )
Royal Bank of Canada { )
The Roysl Bank of Scotland Group
There has been no change in the composition of the CAD contributor panel.

Swiss Fnmc (CHF): 12 Baaks

Barclays Bank pic
CitibaokNA
Credit Suisse
Deutsche Bank AG
HSBC
JP Morgan Chase
Lloyds TSB Bank pic
Soci^G^n^rale
The Bank of Tokyo-Mitsubishi, Ltd ;
The Royal Bank of Scotland Group { )
UBSAG
WestLBAG

There has been no change in the composition of the CHF contributor panel.

Barclays Bank pic
Deutsche Bank AG
HSBC
JP Morgan Chase
Lloyds TSB Bank pic
Rabobank
The Royal Bank of Scotland Group
UBSAG

30/05/2008



There has been nochange.in thecomposition of the DKK, contributor panel.

EURO (EUR): 16 Basks

Bank of America
Barclays Bank pic
CitifasricMA
Credit Suisse
Deutsche Bank AG
HBOS
HSBC
JP Morgan Chase
Lloyds TSB Bank pic
Rabcbank
Royal Bank of Canada
Socttte'Ge'iie'rale
The Bank of Tokyo-Mitsubishi Ltd

\ TT» Royal Bank of Scotland Group
r ) t f B S A G
X W e s t L B A G

Tfaew has been no change in the composition of the EUR contributor panel.

Sterling (GBP): 16 Banks

Abbey National pic
Bank of America
BNPPaiibas
Barclays Bank pic
Citibank NA
Deutsche Bank AG
HBOS
HSBC
JP Morgan Chase
Lloyds TSB Bonk pic

) Rabobanfc
\ RoyalBank of Canada
* •nwBaBkofToiyo-MitsubishiLtd

The Royal Bank of Scotland Group
UBSAG
WestLBAG
mm has been no change in the composition of the GBP contributor panel.

Bank of Ajnerica
Barclays Bank pic
Citibank NA
Deutsche Bank AG
HSBC
JP Morgan Chase
Lloyds TSB Bank pic

30/05/2008



• M M o Corporate Bank
"^^Rabobaak - — --—•=-- - - •-•-- :--.-=^~---—-.-—=-.-—-i-. • - - — - ^ . ^ ^ . . . - --..-:--.- --„—-•.=•---•--- _

~~SffisfctS Generate •" " • " - : " "— •• ~—" ~ " — — -

The NorinchuJdn Bank
The Roya! Bank of Scotland Group
UBS AG
WestLBAG

There has been no change in the composition of the JPY contributor panel.

N w Zealand Dollar (NZD): 8 Banks

Commonwealth Bank of Australia
Barclays Bank pic
Deutsche Bank AG
HSBC
JP Morgan Chase }
Lloyds TSB Bank pic • )
National Australia Bank / \
TheRoyalBankofScotlandGroup

There has been no change in the composition of the NZD contributor panel.

Barclays Bank
Deutsche Bank
HSBC
JP Morgan Chase
Lloyds TSJB Bank pic
Rabobank
The Royal Bank of Scotland Group
UBS

There has been no change in the composition of the SEK contributor panel.

Bank of America
Barclays Bank pic
Citibank NA
Credit Suisse
Deutsche Bank AG
HBOS
HSBC
JP Morgan Chase
Lloyds TSB Bank pic
Rabobank
Royal Bank of Canada
The Bank of Tokyo-Mitsubishi Ltd
The Norinchukin Bank

30/05/2008



-IliS^Rc^^anlFogScotiandiGgoup^^-^, -̂  - - ^ T T - - __
UBSAG — • — — , — — — — - — - • _
WestLBAG

there has been no change in the composition of the USD contributor panel.

Individual Contributor Panel Banks are selected by the BB As FX and Money ^k9tsA^l°^.Df
Panel after private nominatioii and discussions wife fee BBA LIBOR Steering Group, on feebasisol
reputation, scale of activity in fee London market and perceived expertise m the currency concerned,
and giving due consideration to credit standing.

The committee will be strengthening feeoversight of BBA LIBOR. The details will be published in
due course.

pfigfl jisplay as pages

) For further information, please contact:
,--{ PressOffice(

. / Out of hours contact (

Notes to Editors:

In accordance wife the BBA LIBOR definition, fee BBA has reviewed the composition of fee

NewZealandDolIar, SwissFrancs, Sterling, Swedish Kronaand US Dollars.

The BBA's FX and Money Markets Advisory Panel made the selections after private nomination and

market.

1 activity.

The derisions represent the composite judgement of the Advisory Panel and (he BBA is unable to
comment on any individual Panel or bank.

The BBA is committed to reviewing the Panels at least annually.

to top

Post this to: ^
nBi.icio.usJ | Digg3& I EsMt® | StumMeHiiQ

30/05/2008



TranscriprofXjoveffiof'a"written "coflunents onemail for. Ffidav?fi>fav^Q08-en t̂ledTRe3ult-:6f-
BBA review: fust "strengthening tfeoveraishtnfftfrA^ftgr* — —

Mr Tucker/Mr Cross,

This seems wholly inadequate. What should we do? ;

31/05/08 . ;



-Libor-

-AngeterKnlgfitfaRgelajknlghr
Sent! 31 May 200816:09
To! Tucker, Pauf

This email has reached the Bank via the Internet or an external network

Paul, .
I would like to update you if I may on what will be taking place next week.
Yesterday(friday) we merely confirmed existing panels and then said we would be giving details of strengthened
governance in due course.
There was too much speculation to be able to say more and the overarching committee have been made to sign
confidentiality agreements.
However I am not hanging about and hence mv nreference to speak to you before I speak to the Fed monday pm.

\ I am available on my mob over the weekend.
7 Regards

v, Angela
i- )

Angela Knight
Chief Executive Officer
British Bankers' Association

This message has been sent from a BlackBerry Device

Privileged/Confidential Information may be contained In this email and Is Intended only Tor the use of the addressee. If you are not the
addressee, you may not copy, toward, disclose or otherwise use the Information. If you recsive this email by mistake, please notify the
sender Immediately and delete It from your computer.

Any opinions expressed In this message and/or attachments are thoss of the author and do not necessarily represent those of the 8BA or
BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd acoapt responsibility tor changes made to this message after It was sent,
as Internet communications are not secure. Replies to Ihfs email may bs monitored by Die BBA and BBA Enterprises Lid for operational
or business reasons.

Although this email and attachments are believed to bs free or any virus It Is the responsibility of the recipient to ensure that they are virus
free. No responsibility Is accepted by (ho BBA or BBA Enterprises Ltd for any loss or damage arising In any way from receipt or use

\ thereof. .

BBA Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3162864, Registered office: Pinners Hall.
•,. 105-108 Old Broad Street, London EC2N1 EX.
)

Visit our wafaslte: htto://www.bba.ora.ijfc

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service.



LZBOR recommendations
-on-behal̂ of-

Tfmoth/.Gelthnert . {Timothy.Geithheh
Sent: OlJune 2008 22:00

To: KlnaMervyn .

Cc: Tucker,. Paul ....

Attachments: LIBOR RecommendatlonsJJ52708.pdf (20 KB)

This email has reached the Bank via the Internet or an external network

Please see message below which was sent last Tuesday, but you might not have received. Sorry for any
N Inconvenience this delay might have caused.
1

Mervyn:

We spoke briefly in Basel about the BBA's LIBOR regime, and you safd you would welcome some
suggestions.

I have attached a list of recommendations prepared by my staff. We would welcome a chance to discuss
these and would be grateful If you would give us some sense of what changes are possible.

With best wishes.

Tim

^This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
jSkyScan Service.



R e S ^ f T f o r E n hMctag the Credibility of LIBOR
*KBNY Markets and Research and Statistics Groups

1. Strengthen governance and establish a credible reporting procedure

B B A ' w S h ' r 1 ^ ** , t r5 l s?arenoy o f fcerate-settingprocess, we recommend the
~afedrt££f~,2^Rpane I1 'anks toes t abl '"*Mdpubli shta£practices for

i t n t S S P ™° BBA could require that aborting bank's internal and

bank? LIBOR rite" " " t 0 * " " ^ PraCtiCeS ***** to1ta accura<* of

I m ^ n ! I l h a n C e p e r c e P t i o n ! o f *« BflA ^ an objective intermediary in the rate-
I S PM l \ r e c ? m m e n d « » * * transparency with respect to the financial

taStaLffiOR66" (BKi * e P M e I hmkS> 8 n d a r o m d the B B A 'S finam:ial

2. Increase the size and broaden the composition of the USD panel

The BBA should increase both the size and the proportion of US banks on the USD
panel. Currently, the only US banks on the panel are Bank of America, Citibank, and
JPMoigan, but there are several other US banks active fa this market and potentially
t w ?u°luS1°n ^ * ? ? a n e l > tacludin8 W a c hovia, State Steet, Northern Trust, and
BoNY. Subject to maintaining the panel's credit quality, the inclusion of more active US
banks would produce a fixing that is more representative of the London interbank market
? ™ ^ S T C e p " W e to * « s P e c i f i c Ending issues of institutions that do not have a broadUoD runaing base,

3. Add a second USD LIBOR firing f br the U.S. market

The BBA should consider adding a second USD fixing to capture rates for transactions
M ? uCUf W l I ? ** U S m a r k e t is ^ ^ ^ ^ ra tes for a11 ten currencies are currently

pubifched at 11am GMT, and this common timing is important to many participants in
the FK swaps and other financial markets. However, the fixings occur prior to the
opening of (he New York market, and prevailing rates can change considerably once US-
based sources of dollar liquidity arrive. A second fixing, during the New York tradine
session, would provide an additional benchmark rate more indicative of conditions durinff
those hours of market acti vily. fi

For this second fixing, we recommend polling all the banks that participate in the Ham
S i ™ ? ? ' ? We" af " ? 9*d®™Bl hanks n e c e s s a i y to § e t ^ accurate representation of
the USD funding market during the New York session. The BBA might emphasize that
me introdiiction of a second fixing is being undertaken in tandem with efforts to enhance
tne credibility of the first fixing, and thus the second is intended to complement rather
than replace the first.

!?>

-I-
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May 27,2008

4. Specify transaction size

&eBBAprovideml s S S » n , T S / i a ? m definition' we™°«™nd that

in market conditions. S " frequency o r to resPon8e <° * « « * Ganges

S. 0 % report the LIBOR mafarltie, for WMch there b a net benefit

6. Eliminate Incentive to rafsreport

iiilitiL
mmwmzt.

)
• )

)
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RE: LIBOR recommendations
-Cross,~Mlchael— —m ,

Sent: 02 June 2ODB 14:21

To: Fisher, Paul; Tucker, Paul
Ccs

I ^ « ! ! 9 H ,
 t0

! t
b e.2 ^ " f l W * unw"y»»0 the NYFed proposals: first governance of the existing BBA processT

and secondly, its London-centredness,

i f f S X l ? "? h a s r e s w i t f l £ a u I *™* - « * • governance and oversight is credible, then I don't see acase
L ? ? r. . J M » ™ * H » I W * a«d even if the impact Is small then transparency around the definitions should
be helpful broadly (obviously they'd also need a transparent process around anny changes they make to the
quantitative definition of "reasonable market size" In changing market circumstances).

2 and 3 seemabout different aspects the London-centrio nature of BBA Libor and the appropriateness of that
on 2, as says, if these US banks are active In dollar markets in London fand If they are BBA members)
then prlma facfe youd think they ought to be included. On 3.1 agree with and Paul that It seems to
create more difficult Issues than it solves. Plus I'm not myself convinced that the problem (dffferent term USD

) Llbor rates In London and NY core trading hours) Is anything other than a function of the current (admittedly
prolonged) state of market dislocation. So it might go away with time.

) « ° ' t h l l £ !
w h ? t w e d ' s c u s s e d a c o u P | e °f weeks ago - a panel of senior bankers overseeing the BBA process

(from within the BBA) Is a way to go. That would Involve the big American banks joining the BBA or the BBA
getting them onto the panel. And on the basis of that, a strengthened and credible group, there could then be
a consultation on the mechanics.

—-Original Message—--
From: Fisher, Paul
Sent: Mondav. June 02,200812:40 PM
ToiJ Tucker, Paul; Cross, Michael
Cc:
Subject: RE: LIBOR recommendations

1 largely agree with specifically f thought:
} 1 • strengthening governance • Is the main issue, although what they propose Isn't very specifically about

governance. 5 - don't quote for rates which aren't used In the market ssems to be the other obviously sensible

M - on transaction size - maybe Worthwhile but wont have much Impact.
-2 - changing the panel is awkward given that BBA have just announced no change - but addressing the
governance issues may lead t different answers • so best advanced through 1.3 • a second fixing could
create more problems than it solves. 6 • seems like too complicated a procedure - again, Incentives should be
addressed through a review of governance.

—Original Mesaase-—
From:
Sent: Monday, June 02,2008 10:28 AM
To: Tucker, Pad; Cross, Michael; Fisher, Paul
Co:
Subject: RE: LIBOR recommendations

Some initial thoughts.

Framing these proposals in and my earlier note, 1,4,5 and 6 are about Improving governance of current
definition.



- Point 1 seems sensible (other checks could also be added, eg random!/ asking a panel bank what rate It
would lend to another panel bank). ,

• 4 also mania sensible -lack of clarity about what 'in ofza' moans wao o^e^oblBrnJastAjg^stMoLS^
the BBA to Issue emergency clarification.

«• Re 5, banks do need a Ubor curve. But]t may be sufflofentto have o/n, 1-wk, 2-wic, 1,3,6,9,12mnths.
Dropping some of the more obscure maturities may do no harm.

- 5 does not seem such a good idea. Unless the enlarged panel was very large and/or not disclosed, frequent
absence from the middle 8 that are disclosed could still lead to stigma. But if stigma was eliminated, only the
BBA would know because the lack of disclosure would mean peers (who are active In the market, unlike the
BBA) could not monitor rates. Also, not obvious why.you would want to randomly select 16 since this Just
wastes information, you might as well take the middle 8 from an enlarged panel.

Points 2 and 3 are about whether the current definition is sufficient to be a global derivatives benchmark. Tils
FRBNY seem to think not.

- Re 2, any enlarged/different panel would presumably have to be BBA members (don't think Northern Trust
and BoNY are). But the current USD panel probably could be Improved from current BBA members. At the
very least, there couid be more transparency about how panel members are chosen. The current practice Is
"Panel Banks are selected by the BBAs FX and Money Markets Advisory Panel after private nomination and
discussions with the BBA UBOR Steering Group, on the basis of reputation, scale of activity in the London u ;
market and perceived expertise In the currency concerned, and giving due consideration to credit standing.
Not obvious why Norinchukin and WestLB trump State Street on these criteria.

- On 3, a second US$ fixing based on an enlarged panel would create a new basis, which would typically
reflect the average difference in credit quality of the panels as well as the average difference in liquidity
between London and NY markets. If the governance issues were sorted out, we might expect this basis to be
small and stable. In this case, the new fixing might just be a complement as they suggest. But if, over time,
the NY fixing became the main reference there could be consequences for all sorts of products, eg exchange-
traded dartvs on LIFFE that settle at 12pm and therefore before the new fixing Is available.

—Original Message—
From: Tucker, Paul
Sent: Monday, June 02,2008 9:14 AM
To: Crass. Michael: Fisher, Paul _
Cc:\
Subject: Fw: UBOR recommendations

Comments on each of the substantive points asap today pi. We have to get something to (3 by cob. But first
let's decide what we think

Paul

-— Original Message ••—
From: I
To: King, Mervyn
Cc: Tucker, Paul
Sent: Sun Jun 01 22:00:03 2008
Subject: LIBOR recommendations



^^ISSi^l^^vteme.n^ or an external network•*—***»̂ zz:*******
Pieaafl see masaage belavmoMKk - - ~ ] ~ ~

Mervyn:
"*V""**»*******WMt«***********
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T/m

)
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RE: RQview^of Libor

Sent! 27 May 200810:43

To! "nicker, Paul .. ;

Cci Cross, Michael; Ffsher, Paul; Claws, Roger; Breedsn, Sarah;

A survey In which contributors committed to dealin either direction at their submitted rates would have an
advantage over transactions-based measure when markets are thtn as they are at present beyond 1 week.
But in the BBA's survey there Is no such discipline to force submitted rates to ref feet where transactions are or
would be taking place. So why would a survey like that carry any Information when there are no transactions
occurring?

We're saying that the fact there Is a fuss is a problem, because of (a) the effect on confidence and (b)
feedback from the fuss Into real volatility In the fixing (after the Aprii 16 BBA warning). But rt is poor
governance that allows there to be a fuss, hence governance needs fixing. We also say that the difference
between Llbor and other empirical measures (H15, swaps) is _noL Kself evidence that Llbor is distorted, (Tne
Fed will know this - our argument is just a small extension of that In the JPM piece.) So the empirical evidence

.*• ̂  does not as yet Justify reforming the _def lnltloh_ of Llbor.

—Original Message-—
From: Tucker, Paul
Sent: Friday, May 23,2008 8:59 AM
To:: ';
Co: Cross, Michael; Fisher, Pau!;_Clews, Roger; Breeden, Sarah;
Subject: Re: NFR: Review of Llbor

Many thanks. A few comments

-we say that a survey rather than transactions measure is a problem but doesn't a survey have advantages
cos It gets shadow prices and doesn't reply on transactions occurring. Is that a weak point?

-are you saying that the fuss over dollar libor Is misplaced? If so, I want to sand some of the note to nyfed

) Paul

•—Original Message —
From:
To: Tucker, Paul , , „ . _ ,
Cc: Markets - ED Office; i; Cross, Michael; Fisher, Paul
Sent: Thu May 2219:36:44 2008
Subject: NFR: Review of Libor

Paul

Piease find attached a note that we hope sets out some of the discussion we had last night.

Paul and Mike have seen.

Look forward to your comments,



BANK CONFIDENTIAL 22.05.08

MRTUCKEBT—~~ ~~ . . . . . . . —77^—eopiesttr-Mrerosff"
Mr-Fisher

From t

Review of LIBOR

1 Even before the recent period of money market stress, some market participants

complained that Libor did not necessarily reflect where banks were actually funding. Since

August 2007, this problem has become more severe.

2 More recently, there has been a widely held view that the $ Libor fixings in particular

are subj ect to material distortions—that they do not reflect true average $ funding costs for

international banks. This culminated in a WSJ article on 16 April, which accused banks of

shading down their US$ submissions for fear of looking desperate for cash. Later that day,

the BBA issued a warning to panel banks to submit honest rates. In subsequent 3 days, the 3

month dollar Libor-OIS spread widened 12bps.

3 Opinions differ as to the size of the distortion. Empirical evidence is that $ Libor is

lower than other measures of the cost of $ funding.

4 This note analyses potential problems with Libor, assesses whether the available

evidence does support the hypothesis that it is currently distorted, and analyses potential

reforms. Although it is $ Libor that is in the limelight at the moment, may of the problems

described here, and the proposed reforms, apply to all currencies.

Fixing process, perception problem

5 The Libor problem has two fundamental sources: the nature of the fixing process (a

survey not a traded rate), and its transformation from a measure of London money market

conditions to the basis of a global derivatives market.

6 There is a long standing perception that Libor by virtue of the manner in which it is

set is open to distortion: panel banks have no obligation to trade or to have traded at the rates

that they submit, so it is at least plausible that these are influenced by commercial incentives.

In normal times these might only have had a marginal effect, and could bias Libor different

ways at different times. But this perception does mean that confidence in Libor is fragile.

MKT5 DOCS:258237vl
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And in the extreme conditions of the last eight months banks have been subject to the more

powerful incentive of avoiding stigma from being seen to submit high rates reflective of

what they are actually paying.

7 If stigma does influence submitted rates, it would tend to bias Libor downwards

and/or narrow the dispersion of individual, submissions. But it is not clear why the effect

would be bigger in dollars, so this does not seem to be a good explanation for the alleged

downward bias in $ Libor.

Libor as basis of derivatives market, timing of fix

8 The second source of the problem is the tension between the definition of Libor and

the requirements of a modern fixing that underpins a global derivatives market. The

definition is consistent with measuring London money market conditions, and pre-dates the

emergence of a large, global derivatives market referencing Libor. The latter requires an

index representative of global funding conditions for international banks.

9 Recently, this tension has manifested itself in the timing of the fix. In dollars, the

credit crisis has seen consistently and materially easier funding conditions in London

afternoon/New York morning than in London morning when the fixing is taken. If banks are

sticking to the letter of the definition, this would bias the fixing upwards relative to average

dollar funding rates across the whole trading day. Conversely, if banks are submitting rates

that reflect where they expect to fund in the London afternoon, this would bias $ Libor

downwards relative to the letter of the definition, but the fixing would be representative of

true funding costs. Contacts at US banks suggest, though, that timing is not an important

issue, i.e. that $ liquidity in London morning is good enough to be the basis for the fixing.

10 Timing is not the only issue, however, since Libor is determined by a panel of mainly

European banks. So solving this tension might require extending the panel as well as

changing the timing.

Empirical evidence

11 Two sources of empirical evidence that $ Libor is too low have been cited: the Fed's

measure of Eurodollar deposit rates ('H.15'), and synthetic $ rates derived from £ Libor or
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Euribor and fie swap prices (for example, £ funding can be transformed into $ funding by

receiving dollars and paying sterling in an fx swap). Charts 1-4 show how spreads between

these rates have widened.

12 However,, we question whether this is robust evidence that $ Libor is too low, because

thê  measures arenotnecessarily basedonthe same•set of'banks:

• Libor panel banks are amongst those with the highest credit rating, and outliers are

excluded from the calculation

• The H.15 survey is a simple average of all Eurodollar deposits, so the sample of the

full population of banks active in dollars.

• Market intelligence suggests that demand to receive $ in fx swaps has come from

lower credit quality European banks. This, plus the existence of credit risk in a swap

(settlement risk) and the availability of sterling or euro funding (from our LTR and

the ECB) suggests that the pricing of swaps, and so the $ funding rates derived from

them should reflect the lower credit quality of the banks that are on the dollar-

receiving side of swaps.

Banks receiving dollars
Inswaps for fundingBBA panel

Proportion
of banking
population

Actual unsecured dollar fundingrate

— H.15 foil population

13 The diagram illustrates the above points. The ordering of the three measures ($ Libor,

H. 15, fx swaps) is qualitatively consistent with the relative credit quality of the populations
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of banks that contribute to each measure. This plus the general widening of credit spreads

(e.g. Libor-OIS, dispersion within the Libor panel itself) and increased differentiation

between credits mean that the widening of spreads between the three measures is not of itself

evidence that $ Libor is too low.

Solutions

14 If the Libor definition (ie a measure of London money market conditions) is

acceptable as a derivative fixing rate, then the problem is one of perception - and the

consequent fragility of confidence in Libor - and could therefore be addressed by reform of

governance, i.e. having governance that creates confidence that there is scrutiny of the

process for submitting rates at a suitably senior level in each firm.

15 More radical measures might be considered to eliminate altogether the potential for

banks' individual incentives to distort the fixing. Promoting the growth of the market for

OIS, for example, which has the advantage of being based on an index of traded rates, and is

already growing in liquidity thanks to the disconnect between Libor and policy rates. Or a

process modelled on the Creditex CDS fixing method, where panel members commit to deal

at the rates they submit. However, anything that represented a material change to the

definition of Libor would run into large, if not necessarily insuperable legal problems around

the status of existing contracts,

16 But if the current definition is not desirable, then improving governance alone will not

be sufficient and further changes will be required. For example, a change in the US$ fixing

time, the submission panel and/or the question asked. This would potentially run into a legal

minefield.

22 May 2008
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Chart ?: Spread of synthetic $ funding via £ Libor and fx

swap over 3 month S Libor
Chart 1: $ Libor versus H.15
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Chart 4: Spreads over Libor of H.15 and synthetic S funding

rates from fx swaps

Chart 3: Spread of synthetic $ funding via Euribor and fx

swap over 3 month $ Libor
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Chart 5: 3 month $ Libor, FX swap implied rate and 'HIS?

spreads to OIS

Chart 6: Mean absolute deviation from three-month Libor

fixings from Libor panel submissions

•3-month Libor-OIS
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Chart 7: Skewtc) in three-month Libor of Libor panel bank
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Re: Ubor

Sant: 02 June 200819;oa

To: Tucker, Paul

Paul,

I appreciate that you are ha ufn^-u .
IwiUupdateyouifl^y W n g a b u s ^ i m e * •

They have our paper in near final d r a f t

andlamassumaigyotiwouldtoo

Ihave spoken to the FSA similarly

) Regards

Angela

Angela Knight
Chief Executive Officer
British Bankers'Association

^m^gehasbeensen t f tomaBbckBeny Device
-—Original Message—.
Rom: Tucker, Paul <Paui.Tuckr

Sent: Sun Jun 01 08:36:37 2008
Subject Re; Libor

Angela

"Yill call you this evening

*aul

Original Message
From; Angela Knight
To: Tucker, Paul
Sem:SatMay3ii6 ;09:29 2008
Subject: Libor

Paul,

|oven,ance in Z e S S T * ^ ^ eX 'S^ P a n e I s a »" *•« - M we weld be giving detai!s of H „
TTere was loo much speculation to be »hi. r traigthened
confidentiality asreeme^ t 0 " " M*'°Say m o r e a n d *e overarching committee have been made

to sign



— I am available on my mobover theweefrem!. .... —• - . . - . . - ' .- •
Regards
Angela .. •

Angela Knight
Chief Executive Officer
British Ranks'Association

This message has been sent from a BlackBerry Device

**#*###*#*#****#*#iM**#**#*###*#*#********#*# •

Privileged/Confidential information may be contained In this email and is intended only for the use of the addressee. If _
you are not the addressee, you may not copy, forward, disclose or otherwise use the information. If you receive this email
by mistake, please notify the sender immediately and delete it from your computer.

Any opinions expressed in this message and/or attachments are those of the author and do not necessarily represent those
of the BBA or BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd accept responsibility for changes made
to this message after it was sent, as Internet communications are not secure. Replies to this email may be monitored by
the BBA and BBA Enterprises Ltd for operational or business reasons.

Although this email and attachments are believed to be tree of any virus it is the responsibility of the recipient to ensure
that they are virus free, No responsibility is accepted by the BBA or BBA Enterprises Ltd for any loss or damage arising
in any way from receipt or use thereof,

BBA Enterprises Ltd is a limited company registered in England and Wales, Registered number: 3162894, Registered
office: Pinners Hall, 105-108 Old Broad Street, London EC2N1EX.

Visit our website: fattp ://www.bba.org.uk

##•#**####***#********#**•#****#*#*•###«*#*#*

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs SkyScan Service.

This e-mait is intended for the addressee® named above and any other use is prohibited. It may contain confidential
information. If you received this e-mail in error, please contact the sender by return e-mail.

The Bank of England does not accept legal responsibility for the contents of this message if it has reached you via the
Internet, as Internet communications are not secure. Any opinions expressed are those of the
author and are not necessarily endorsed by the Bank of England.

Recipients are adyised to apply their own virus checks to this message.
*********##*********##*#****:js#****#*****#####*^

This e-mail has been scanned for known viruses by the Messagelabs SkyScan Service.

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service.
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tocKeiyreaf
Sent: 02 June 2008 22:32
T6i ;

CCJ Umax, Rachel; Gteve, John;
. . _:. Jtoftek, Pater; Wardtow/Andrew" ;Cross, Michael; Fisftar, Paul;

This evening / have spoken to aftnlght and nyf̂ cf

\ The fed has also been briefed and is pondering

ItMnk the next step Is to look at the draft paper.

Paul



Re: Libor
Wfem.Oudleyr • " i ^ ^ a m ; D ^
Sent* 02 June 200B 23:24

To: Tucker, Paul

•— Original Message —
From: "Tucker, Paul"[Paul.Tuckere
Sent: OS/02/2008 10:45 PM CET
To: William Dudley
Subject: Re: Libor

They are thinking of Issuing a paper on wed. .mmedlate question la whether we want more time

) ^ - » - Original Message —

-t2?fffeyt <Wliilam.Dudley
Sent: Men Jun 02 22:42:44 2008
Subject: Re: Libor

!&Z!&!£22^^ external netoork

governance stilf sounds a bit weak. P 9 9 ™n< u s I n g b r a k e r 5 0 r e f l n s 'b"^ * •

Best,
Bill

)
— Original Message —
Jrom: "Tucker, Paul" [Paul.Tucker'-
y >nt: 08/02/2008 08:09 PM CET
i o: William Dudley
Subject: Libor

Have you been involved In the talks with the bba today ?

Best

Paul



"fangefa.fcnight/' : ' i o n behalf of AngeteKnfght
ft"b 03 Juris 200812:22
^ "meter, Paul
fcnportancei Hfgh

SsnsWwftyi Cara7cfen«ar . ;

AHacftmanlai BBADi^sas^.Cansrm^l.ooCdWKe) •

Dear Paul

)

•Angela

Angela Knight CBE
Chief Exacuttve

British Bankers' Association (SBA)

Pinners Half
l

1 » « » £ W Broad Street
London ECSM1 EX

o view the fair programme and Wgfster for the ovent vfslt wwW .bba nra u ^ n ^ ^ , ^ ^



Message for Mr Geithner from Governor King

Sent:

To:

Cct

Importance:

03 June 200813:16

tlmothy.gelthner ,

High

oinXein^^^^
furtter 5 h y?u c o n s u l t a t i o n d o c u ment the Ideas contained In your note. I shall be happy to discuss thfs

With all best wfshes.

Mervyn
)

h



••!* 03 JUn« 200315:03

ft! Cross,Mfehaaf;Ffshar,Paul;
Importanca! High

fcnsItMlyi CartfWentFal

governance going forward. paracu(ar*para t w « « * seams to auggut ws will be Involved to

fe going to try and apeak w!ih the Fed «fao.

^ • -j)p's89e advtea (f thgro ia anylhrng tin you want me to do.

"•••Original Massage—
From: IVchar, Paul
Sent; Tuesday, June 03.200812:47 PM
To;;

Co: Gfeve, John? Umax, Rachel; Cross, Michael; Fiahsr, Paul;

SansHMtjn Confidential

The pwmlaad draft of the bba paper

' ' V I ttS^blll dudb fi Itk .f e flr wa l fy to a ! ? w them down so that m and nyfsd have got time to

Paul

— Original Message —
From::
To; Tucker, Paul
Sent; Tug JunO3 12:22:01 2008
Subject: URGENT: CONFIDENTIAL: LIBOR Psper

2 S S 2 5 S I I l 5 ^ ^ or an external network

Dear Paul

after the BBA Wholesale Commlitse whfch site tomorrow morning, 4 June. I wmS^SS^ff^



-cofflmsntgifraryotrmayhavs, If poaalb/s by the end of today.

Ariflsfa " ~ ... .

rtngflla Knight QBE
Chief Sffloutfva

Brftteh Banfcere' Association (BBA)
T t o votes of banking andflnancfaTservlcss"

Pinners Hall
105-103 Old Broad Street
l.cnnortEC2N1EX

Telrf •..
. E-mail: anflefafmiflhtt <mfl»to.-flngaifl.^fq^.

BBA's Annual BanWng Conference & Dinner • 10 Juns 2008
To tfewlhefullprogramme, and register forthe event visit miviJbbaja^tMmnwhaMna i

Hie BBA (a (he Isadfng UK banking and financial sarv/ces trade association and acts on behaff of its members - J

on tfwneatfci and (nternatJona! tsauaa. Our 227 members are from 60 different countrfes and collectively
pravwe t » p range of banktop; and financial sarvices. They operate ooma 130 mlilton psrsonal accounts,
contrfbula ESObn to the aoonomy, and toflethar make up.tha world'a largest Internafionalbankfng centre

«IUMMtMHtat«MHM«MiMUHUtMMM

PMflgatfCoriHdentfa! Infarmatfon may be contained In tola amall and Islntendad anty for the m of the
accesses, If you are not the addressee, you may not copy, forward, disclose or olherwiae use the
Intonation, (f you receive this email by mistake, please notify the sertdar Immediately and delete It from your

An/opfntone expressed to this message and/or attachments are those of the author and do not neaessarHy
rajirasentihose of the BBA or 8BA Enterprises Ltd. Neither the BBA nor BBA enterprises Ltd accapt
responsibility for changes made to this message after it was sent as Internet communications are not secure.
Replies to this email may be monitored by the BBA and BBA Enterprises Ltd for operational or business
reasons. • . .

Although this email and attachments are believed to be free of any virus It Is the responsibility of the recipient
o ensure that (hey are virus free. No responsibility (a accepted by the BBA or BBA Enterprises Ltd for any i •"
loss or damage arising in any way from racafpt or use thereof. '

S3A Enterprises Ud Is a flmltad company registered In England and Wales, Registered number: 3162894,
Reslstered office: Pinners Hall, 105-10B Old Broad Street, London EC2M1BC

Wsilourwebslte: http!/Atfww.bba.org,^

I H s e-mail originated from the Internet and has been scanned for known viruses by the Measagelabs
StyScanSeivlce.
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Sent: 03 June 200S ifci3

To* Angela Kntght (angela.knlghtf ;

Attachments; UBOft Recdrnmehdatlqnsj)527Q8.pdf (20 KB)

Angela ~*

my like to sea the attached from the NY Fed,

Paul

S- A

F "



May-27-,-20Q&

^ ^ T r ' 0 V e r n a B C e a i I d eStaWfal18 c r e d i W e—^P—au r e
ffliffiSj»1?»'N<»IW we recommend the
deliberate misreporttag n S ' ^ p r O c f d n r e s ^signed to prevent accidental or

banks' tIBOR rates. a a n e r e n c e to «<«e best practices and attest to the accuracy of

rdationships between t h e f i l ^ 5 S S K S * " ? *^*t0 fte financia

interests in LIBOR W e p a n e l banlts. «n<l around the BBA's finanoiai

banks would produce a fixing ffifEw £ £ X ? " * ^ w U S i o n Of morc activ« US

3. Add a second USD LIBOH firing for t h e U>s. m w k e t

- I -



May 27,2008

4. Specify transaction size

Banks currently quote the rate at which they could borrow in "reasonable market size."
To eliminate some of the.ambiguity that conies with this definition, we recommend that
the BBA provide more specific guidance as to the size of the transaction being referenced
in the reported quoted rates. In addition, to reflect the fact that actual transaction sizes
can fluctuate markedly with changes in market conditions, the BBA should consider
allowing the transaction size it specifies to adjust flexibly over time, with these
adjustments occurring either at a regular frequency or in response to significant changes
in market conditions.

5. Only report the LIBOR maturities for which there is a net benefit

We recommend that, in consultation with panel banks, the BBA adopt guidance on
consistent methods for determining quotes across the range of maturities of LIBOR, In
addition, we recommend that the BBA consider reducing the number of maturities for
which it solicits quotes and publishes rates. For tenors such as the 3-month tenor, LIBOR
quotes provide valuable information to the public because of the volume of activity
occurring at that tenor, while quotes for tenors at which little or no trading occurs, such as
the 11-month, are less indicative and therefore less valuable. The current practice of
soliciting rate quotes across 15 tenors, when only a subset of those tenors reflect
meaningful market activity, likely leads to more subjective and formulaic responses
across all tenors. By asking banks to quote fewer rates, the BBA may solicit higher
quality responses for those more informative tenors* with relatively little value lost by
excluding less informative tenors.

6. Eliminate incentive to misreport

If the combination of best practices and audit recommendations in (1) above seems
unlikely to be sufficiently effective in ensuring accurate reporting, a complimentary
approach might be to adopt the following process for collecting, calculating, and
publishing LIBOR rates, the BBA could collect quotes from all members of the
expanded panel, and then randomly select a subset of 16 banks from which the trimmed
mean would be calculated. The names and quotes for the 8 banks whose rates are
averaged to calculate the LIBOR fixing would be published. The banks' whose reports
fall above or below the midrange would not be publicly identified, nor would the level of
their outlying rates. This random sampling from an expanded panel would lessen the
likelihood that the market would draw a negative inference regarding a particular bank's
continued absence from the list of published quotes.1

One potential drawback of this process is that it may introduce, or be expected to introduce, additional
volatility into the LIBOR fixings. However, simulations based on historical LIBOR quotes suggest that a
process of this sort woutd not dramatically affect the volatility or level of the fixing. We find that rates
computed using this random process differ from the actual LIBOR fixings by, on average, by less than 0.2
basis points in the 3-month tenor.

2-



Re: Fw: LIBOR

[WifliarruDudie^
Sent: 03 June 2008,16:56 .

To: Tucker, Paul; Mea-McConnelll .

Cei Brfart.F.Madlgani „ ;; Haytey.Boesty r T u c k a r Pau,.
Meg.MeConna!f@iT •* . i

S S S i S l S S S f * 1 "** Bank via *» Inteiww an external network

Paul,

^ i T r 5 ! 2 w f ™ I l J ? t
ood

e
case tor * ?9C0I1d afternoon fixing. That issometh/ng else we would like the

BBA to consider more fully. So some delay would be warranted in our view.

)

• PS I understand we are going to talk this evening-5 pm my time, 10 pm your time.

Best,
Bill

MegMcCannelM.
'"PauLTuofcerf

08/03/200811:49 AM ce William Dudley/I . _ . , J ( S r i a r l F

Madlgan// ..HaylayBoesky/l
Subject Fw: LIBOR

To

• Paui
1 spoke with and she indicated that the general view of the participants from the Fed (NY and the
•••nS n Jp8tepday'" cal1 w i t h th® BBA agreed that their draft does not.go far enough, and that we're not
^ o f t l ? f « a s ^ c a f e d ,with i l i n i t s • o u r w n t form' T h e e m a " b e t o w su99esIs ^ aven with the revisions to the
2 2 * ?^!si!"V[SW8 i l a s f a l l i n g s h o r t o f w h a t w e ' d l i k e to s e e- So- we 'd suPPPrt your suggesting to them
that they holU off on releasing this until they come up with something more responsive to the currant set of
concerns-partlouariy In the area of making process more auditable.

Margaret M. McConnell
Deputy Chief of Staff for Policy, VP
Federal Reserve Bank of New York



RE: LIBOR

4Dgela^Hi§htr|ai!»gela7knightf
Senti 03 June 20Q817:37

TOJ Ticker, Pauf

Paul, . .
Thankyou-for the call.

X t 9 o o Z l i c S 1 n u i h
a t t w / ^ S h O U ! t i bs Out and ^ o n w banks .n - all dono.

uXnate,y slTn 9 hanZI X f T h t 9 0 ' an?. * " doas not then W9 wlli hold off unt» thu^ay.
.) Regards

Angela

-
J i i

rom: Tucker, Paul [mailto;Paul.Tucker<
Sent: 03 June 20D816:20
To: Angela Knfght
Subject: RE: UBOR

angefa

tlm sent It to the Governor f will call you shortly to discuss

paul
-—Original Message—
From* Tucker, Paul
Sents Tuesday, June 03,2008 4:14 PM
To: Angela Knight (angela.knlght'
Subject: LIBOR

)
Angela

?y l lke to see the attached from the NY Fed.

Paul

This e-mail is intended for the addressee(s) named above and any
other use is prohibited. It may contain confidential information. If you
received this e-mail in error please contact the sender by return e-mail.

The Bank of England does not accept legal responsibility for the contents
ot this message if it has reached you via the Internet, as Internet
eominunications are not secure. Any opinions expressed are those of the
author and are not necessarily endorsed by the Bank of England.

Recipients are advised to apply their own virus checks to this message



j fw:UBOR

Sent: 04 June 2008 07:27
7 i ! Tucker, Paul

sssssi:
Paul, . . .
F o r u t f b , '•• : . ... '

A llnnf.Angela

A^ela Knight
Chief Executive Officer

•B r i t l s h B^fi 'Association

^ " • ^ ^ ^ - t e t B h c * ^ Device

-•t-Original Message--.

J-L: naytey.boeskv.
onan.f.madigan'i

>,

Angela

Angela Knight
Chief Executive Officer
W * h Bankers' Association

^ m e 5 S a g e h a s b e e n s e n t f r o m a B i a c k B e r r y D e v i c e

"—Original Message
Frora;Randall.S.KroSZnerf



To: Angela Knight <angela.knighn
CC: hayley.boesk." . _.r
brian.f.madiganG...
Sent: TueJun 03 22:49:33 2008
Subject: Re: LIBOR

Dear Angela,

Thank you once again for sharing these drafts with us. The staffs at the Board and particularly the NYFed have been
working through your draft. As I think you know, we have also been discussing these issues with the Bank of England
and plan to get more comments back to you tomorrow. • "
Please do not hesitate to call or email if you have any questions.

Best,
-Randy

"Angela Knight" <angela.knightC . ,
Sent by:' ' . . . .

06/03/2008 09:39 AM

To
<randali.s.krosznerf •, <hay!ey.boeskyC

_cc = _ _ •

Subject •
LIBOR

•Dear Governor

We have updated the paper since yesterday and so I am sending the latest version to you which is attached to this email.
This is also the draft that is currently with the Bank of England (Paul Tucker whom I think you know) and the Financial
Services Authority (Thomas Huertas).

Thank you for taking an interest in these matters and I hope that I have covered your concerns in saying that we will now
consult both on a second and later Dollar LIBOR fix and on the transparency/stigmisation issue. Other clarifications are
that we are strenghtening the governance immediately, that we have clarified the LIBOR definitions and that although we
received no new application from any bank for any Panel, we will now open discussions with a selection of US and
European banks for the purposes of seeking additional contributions particularly to theDolIar LIBOR panel.

All other alterations are a mixture of better grammer, better layout and better explanations • the usual drafting points.

With best wishes

Angela

Angela Knight CBE
Chief Executive

British Bankers' Association (BBA)
"The voice of banking and financial services"

Pinners Kail



' \

Fw: LIBOR
-lucker, Paul-
Sent! 04 June 2008 07:49
To:

Co Gleve, John; Lomax, Rachel; Rodgers, Peter; Wardlow, Andrew; Cross, Michael; Fisher, Paul;

TDa

We have gained a day. Fed taking same line as us

accord^? T d ° ^ ** 'ateSt *** th'$ am> t h ° MktS t9am Wl" ravtew jt a3 ttl8'r flrst priority thfs am and advise

paul

/• • V - - Original Message —
S -from: Angela Knight ongsla.knight* . ,
1 ->ro: Tucker, Paul

Sent: Wed Jun 04 07:27:42 2008
Subject; Fw: LIBOR

This email has reached the Bank via th© Internet or an external network

Paul,
For info.
You will receive version 5 by 8am. That is as soon aa one of my team gets in.
As I mentioned yesterday, we will hang onto this today If at all possible to enable one last time round the beat.
our Wholesale Committee (Brian Crowe rbs/abn chairs) is reviewing at 10.30 and I will also Include
Jonnathon Taylor from L1BA at that point

_ • l f • * * 9e* a leak thenwe wiHpubllsh but in a form which makes It quite clear that we are takina on the Fed
and yaarpeints-1 need them please. • "

) I have to go to Tirane thura evening, back late friday. It Is ebf and I cannot send a substitute to this one. If we
launch while I am there it will be fronted by Alex Merriman under the supervision of Sally Scutt

"©ak to you later
.-/gards
-Agela

Angela Knight
Chief Executive Officer
British Bankers' Association

This message has been sent from a BlackBerry Device

-—-Original Message-—
From: Angela Knight <ana.ela.knlght<? . . . . . ^ . _ .
To: 'Randall.S.Kroszner ^ <Raridalt.S.Krns7nari' . .
CC: 'hayley.boeskvf, '• hayley.boeskv(
'brlan.f.madfganG : /<brian.f.madlgan<-
Sent: Wed Jun 04 07:10:33 2008
Subject: Re: LIBOR

Randy,
Thankyou for this. I am revising with our major members this morning. We will seek to taks on board aii your



comments either as things we will, do straight away (eg strengthen governance, explain «]• J j « J * 5 j ? . j S D

fixrdefinfng reasonabfemarket size).
I will aim to have the revisions with you later this morning
My thanks again to you and your team
Regards
Angela

Angela Knfght
Chief Executive Officer
British Bankers1 Association

This message has been sent from a BiackBerry Device

—Original Message— '
From: Randall.&Krosznert .< <Randall.S.Kroszner
To: Angela Knight <angela.knlghtft' - -
CC:hay!ey.boeskvr< "• * \ <hayley.DoesKyS .
brlan.f.madlgan' : ./• «Drtan.f.madlgan* '
Sent: TueJun 0322:49:33 2008 f \
Subiect: Re: UBOR y. /

Dear Angela,

Thank you once again for sharing these drafts with us The staffs at the BoarciI a n d ^ ^ ^ ^ ^
have been working through your draft. As I think you know, we have also been discussing these issues witn

-the-Bank-of-England and plan to pet more comments back to you tomorrow. :.....
Please do not hesitate to call or email if you have any questions.

Best,
-Randy

"Angela Knight" <angela.knighK
Sent by:

06/03/2008 09:39 AM

To
<randall.s.krosznen . . -, <hayley.boesky<£

cc

Subject
LiBOR

Dear Governor

know) and the Financial Services Authority (Thomas Huertas).



\
tf

Thank you for taking an interesting •

Wlfh best wishes

Ange/a

Angela Knight CBE
Chief Executive

^uSank^ Ass°clatfon (BBA)
Thevoloeofbankinganrfffn^servfces"

'") Pinners Hall
105-108 Old Broad Street
London EC2N1EX

Privlleoed/ConfWar,fi«i i^ ****
••"™'-"«*«**w«***« i W . l H h M + M # i j ( • - • • - " - ™ "aiming centre

Visit our wsbsits.- h»n.« u._ . . M -Visit our w o b s i , s : f t S e j f e m b £ ) M g ^

...



CONFIDENTIAL: BBA LIBOR Paper
AlexMerrfman^alex.merrimam ,--
Sent.* 04 June 2008 08:30

Toi Tucker, Paul .

CCJ Angela Knight [angela.knigRi? .-.••. ] ; John Ewan Dbhn.awanf

Importance: High

Saniitivityi Confidential

Attachmtntsi BBA01-tf319064-v3-Construct~l.DOC (115 KB)

This email has reached the Bank via the Internet or an external network

Dear Paul,

• y As mentioned by Angela, we are working on the above and would welcome your and your colleagues' comments, as
) soon as you can muster them. We have already received comments from the FSA (which I gather they have shared

with you) and the Fed (Board and NY).

-pur intention is to publish as aoon as ws can, probably Thurs or Friday,

I don't need to tell you how sensitive all of of this is at this stage - but It fs not the Bank that leaks!

Bestwfshes

Alex

AlexanderJS Msrrlman
Executive Director, Wholesale & Regulation
British Bankers' Association

TelNo(offtee;: <
Tel No (mobile): . '
TelNo(Sec): - • >*
E-mail: alex.marrlmanf

) 'The Voice of Banking and Financial Services"

v«.
jffvftegetf/Conddentlal Information may bs contained Fn this email and Is Intended only for the usa of the addressee. If you are not the addresses,

..,/ou may not copy, forward, disclose or otherwise use the Information: If you receive this email by mistake, please notify the sender Immediately and
delete It from your computer,

Any opinions expressed In this message and/or attachments are those of the author and do not necessarily represent those of the BBA or BBA
Enterprises Ltd. Neither the BBA nor BBA Enterprises Lid accept responsibility for changes made to this message after It was sent, as Internet
communications are not secure. Replies to this small may be monitored by the BBA and BBA Enterprises Ltd for operational or business reasons.

Although this email and attachments are believed to ba free of any vlrue It Is the responsibility of the recipient to ensure lhat they are virus free. No
responsibility is accepted by the BBA or SBA Enterprises Ltd for any loss or damage arising In anyway from receipt or use thereof.

3BA Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3162894, Registered office: Pinners Hall, 105-108
Old Broad Street. London EC2N1 EX.

Visit our wabslte: hHo://www.bba.org.uk

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service.
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>P Please consider the environment before printing this e-mail

-•—Original Messaae—•••
From: *•*-
Sent 03 June 2008 20:55
To: Angela Knight;: - -
Co: Thomas Huertas;
Subject: FW: URGENT: CONFIDENTIAL: LIBOR Paper
Importance: High

DearAngela, . . . . . . : . :

Thank you for sharing this draft « * us In the < ~ " ^ ^ ^ ^ =f

Tucker •

As we have expressed previously we a r e ^ ^ i ^ S ^ X ^ ^ - ^ ^
number of markets, and are therefore supportive-̂  * « » * « ™ B " ^ M owposod, appearto be a
and confidence in the Libor setting V ^ J ^ ^ ^ S m S S i K s d wi h John Ewan and f ( J
slanlficantstepln^ vr

will address one of the concerns we have raised previously.

nasues
publication:

engagement could take.

2) inclusion of forwards „ ' C ^ « d ^ S ^ ^

legs could be Included. However.the> d r a f t W J " f ^ g | ™ p s ^ 9 not to be considered. The Inclusion

ffKffiffiMKSrfi^S - Saf f lSRS- be outline as such in the Interests o,
clarity and transparency.

confidence in the Libor process and should therefore be considered.

scru t iny of submissions- Section " n ^

should not apply to the panellists. The rates submitted rnusi rep h m o r e c i a r i t y t h a t

r s s i r * w « ^ i s s ^ « * t h a ™*et tM ̂ 9iiists ara fixins
away from where they can actually fund.



reaThUhon1h©9d^teijsberowOUfd ®" *° dlSCUSS a"y asp8Ct of these comBnt3' P | e a s e let me know-'can be

Regards

Financial Sendees Authority
25 The North Colonnade, Canary Wharf, London E14 5HS

>P Please consider the environment before printing this e-mail

—Original Messaae-—
From:!
To: Thomas Huertas
Sent: Tue Jun 0312:22:01 2008

> Subfect: URGENT: CONFIDENTIAL: LIBOR Paper

,- 'YPearTom
• J) •

' f H a l h t!l!1
(at®st draf t o f ou r L IBOR Paps'1 oemptets with recommendations. Wa are proposing to publish

after me BBA Wholesale Committee which sits tomorrow morning, 4 Juna. I would be grateful for any
comments that you may have, If possible by the end of today.

Regards

Angela" : " ™ ^^~ ~~~—~ :

Angela Knight CBE
• Chief Executive

British Bankers' Association (BBA)
'The voice of banking and financial services"

Pinners Hall
105-108 Old Broad Street

UondonEC2N1EX

y.
-, ./-mail: angela.knlght '. <mailto:anoela.knight

Website: www.bba,Qrg.uk; <http://www.bba.org.uk/>

BBA's Annual Banking Conference & Dinner -10 June 2008
To view the full programme, and register for the event visit www.bba.ora.uk/annualbanking

The BBA is the leading UK banking and financial services trade association and acts on behalf of its members
on domestic and International Issues. Our 227 members are from 60 different countries and collectively
provide the full range of banking and financial services. They operate some 130 million personal accounts,
contribute £50bn to the economy, and together make up the world's largest International banking centre

Privileged/Confidential Information may be contained In this email and is Intended only for the use of the
addressee, If you are not the addressee, you may not copy, forward, disclose or otherwise use the
Information. If you receive this email by mistake, please notify the sender immediately and delete !t from vour
computer, '

Any opinions expressed in this message and/or attachments are those of the author and do not necessarily



RE: LIBDJL _ ^ . , Ub

Jon behalf of Angela Knight
Langeia.Knigntc
Sent: 04 June 2008 14:54

Toi Randal!.S.KrosznerL.. fTuckeiyPaul

CCJ hayley.boesky* j ; brlart.f.madtgane.

Atlaehmentsj BBA01-#319064-v5-Construct-l.DOC (139 KB)

Dear All

isisrsass-
Regards

Angela"

Angela Knight CBE
Chief Executive

British Bankers1 Association (BBA) a

"Tha voice of banking and financial services

Pinners Hall
I\1O5-1O8 Old Broad Street
XondonEC2N1EX

Tel:1--
E-mail: pnqab.knlahl—
Website: y^w.frba.ora.uk

XEElEStSS^^

aenderi^edlately and daleta it from your computer. nt ^ ^ ^ QB



RE:LIBOR

Senti 04 June 2008 15:39.

To: cross, Michael; TUcker, Paul; Ffsher; Paul

I think Its still pretty key to directly get boesky/dudley's views about the paper, as this should form part of the
submisslon/ataer to mak this evening. .

I'll call.

;—Original Message—
from: Cross, Michael
Sent: Wednesday, June 04,2008 3:29 PM
Tos . "TUcker, Paul; Fisher, Paul
Subject: RE: UBOR

-OK. Am trying to get on© of Bill Dudley or Hayley Boesky urgently to speak to ms, they are In a seminar
Apparently (Interesting In Itself). But on the basis of this, in the interests of speed, and unless. hollers in
| e next 10 minutes, I will call GPS and say the Fed is broadly OK and seek guidance on the (watered down

. Jince this morning) reference to central bank engagement with the FX & MM Committee.

Mike

—-Original Message— .
From:
Sent: 04 June 2008 15:10
To: Tucker, Paul; Cross, Michael; Fisher, Paul
Subject; FW: UBOR
Importance: High

This just came through and Angela Knight called the office. She said you should be aware that the Fed are in
broad agreament with this latest draft.

yOrlginal Message—
*- fms ; . . ;] On Behalf Of Angela Knight

ilit: Wednesday, June 04.2008 2:55 PM
To: Randall.S.Kros7ner<f ; Tucker, Paul
Ce: hayley.boeskyS ! .; brlan.f.madfgan
Subjects RE: UBOR

This email lias reached the Bank via the Internet or an external network
*********** # 4 **** * ** * ** ****** **** •#* # *# * # ** #* # ## **###*

Dear AH

I attach the final draft of the paper as agreed with the BBA Wholesale Committee and FX &
MM Committee. I hope I have Included ail your comments and would be grateful for your
further thoughts and views. I can be contacted at any time and my mobile number is

Regards



Angela

Angela Knight CBE
CfiisfExecutfve

British Bankers'Association (BBA)
'The voice of banking and financial services"

Pinners Hall
105-108 Old Broad Street
London EC2N 1 EX

Tel:
P-mail: flnoalfl.knlaht! .
Website: www.hba.orq.uk

BBA's Annual Banking Conference & Dinner -10 June 2008
To vtew the full programme, and register for the event visit yww.hhqlQrffl'i^PnMq[gaPK'nq • j

£5Obnto the economy, and together make up tha world's largest international banking centra

ZZZHZLtt intonation qy hi drtWI. th small andII.Intended ^J^£fiZ^5!S3S*»
addressee, you mtv not copy, fonwara, ai?ciose oromeiwiwa use nrf inrarniauun. yun ™™«n s :

sender Imuiidlatel/and dalets It from your computer.

business reasons. „ .

B B T L r P r i 8 f l 8 U d is a llmltea company roistered In England and Walas, Registered number: 3162894, Refllsterad office: Pinners Hall,

105-108 Old Broad Straet, London EC2N1 EX.

Visit our website: Wn;ffWWW-bba-orQ-uk

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service.



Cross, Michael
Sent: 04 June 200315:50

To:

OK. have just spoke to Bill Dudley,-1 think we're alright. Will now speak to •

—Original Messaae—
From*
Ssnti 04 June 2008 15:46
To: Cross, Michael
Subject: RE: LIBOR

mike - tried calling but if you want to call me back pis do on
cheers

—Original Massage—
.-sfrom: Cross, Michael

Jtenti Wednesday, June 04, 2008 3:29 PM

3o i " T, Tucker, Paul; Fisher, Paul

ubjecfc RE: UBOR
OK, Am trying to gat one of Bill Dudley or Hayley Bossky urgently to speak to me, they are fn a seminar •
apparently (interesting In itself). But on the basis of this, in the interests of speed, and unless - hollers in
the next 10 minutes, I will call GPS and say the Fed is broadly OK and seek guidance on the (watered down
oinoo this morning) roforonoo to oontral bank ongagoment with the FX & MM Committee,

Mike

—Original Message—
From;
Sent: 04 June 200815:10
To: Tucker, Paul; Cross, Michael; Fisher, Paul
Subject: FW: UBOR
Importance: High

) f s just came through and Angela Knight called the office. She said you should be aware that the Fed are in
pad agreement with this latest draft.

—Original Message-—
Prom: _ J Ofi Behalf Of Angela Knight
Sent: Wednesday, June- 04. 2008 2:55 PM
To: Randall.S.Kroszne^ <; Tucker, Paul
Ccs hayley.boeskyC ; brian.f.madigan'
Subject: RE: LJBOR

******************************************************
This email has reached the Bank via the Internet OF an external network
si****************************************************

Dear All

I attach the finai draft of the paper as agreed with the BBA Wholesale Committee and FX &
MM Committee. ! hope I havs included all your comments and would be grateful for your
further thcuahts and views, i can be contacted at any time and my mobile number is'



Regards

Angela

Angela Knight CBE
Chief Executive

British Bankers' Association (BBA)
"The voice of banking and financial services'1

Pinners Hall
105-108 Old Broad Street
London EC2N 1 EX

" " • " ' • - • \

Tel: i ( )
E-mail: aogfllaJsnlflhi-- ;• -
Website: www.bb^erg.p.K \ !
BBA's Annual Banking Conference & Dinner -10 June 2008
To view the full programme, and register for the event visit mM&teMQUWanmmwm

sender Immediately and delete It from your computer.

business reasons.

thereof.
BBA Enlerprises Ltd is a limited company registered In England and Wales, Registers* number 3162894, Rsgletentf ofllce: Plnnara Hall,
105-108Old Broad Street, London EC2N 1EX.

Vjc|^iirwflhBita;f]tin^'yjvw.bba.ora.iik

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs

SkyScan Service.



Comments on the LSbor paper
Cross, Michael
Sent: 04 June 2008 16:50

To: Atex Merrlman (alex.mefrlmaiv* -A

Ces Tucker, Paul; RsheryPaul;

Attachments: MKTSJ50CSJi5$889_i.DOC (159 KB)

Hi Alex

We spoke about this on the phone. I attach working level comments from our team In Markets, tracked into -
the draft you sent over this morning. As you will see, they are overwhelmingly of a technical or presentational
nature, and as far as I can see not overtaken by version 8 just received (and rapidly perused).

We discussed section 13 on the phone. As I said, we are not yet signed off on the references to the Bank, so
well need to come back to you In the morning.

),. -.Bestregards,

-)

)



SANK CONFIDENTIAL -'-06.03

THE GOVERNOR'S PRIVATE SECRETARY Copies to P/S Ms Lomax
P/S Sir John Gieve
Mr Tucker
Mr Fisher

From Michael Cross Mr Rodgers
MrWardlow

BBALIBOR: BBA CONSULTATION DOCUMENT

'1 We discussed by phone this afternoon.
O ... : • - • •

2 Further to the Governor's meeting yesterday, and PMWT's subsequent discussion with Angela

Knight, we received a revised draft from the BBA seeking the Bank's comments prior to publication,

which the BBA hopes will be tomorrow of Friday at the laiesl. —

3 The BBA is concerned that the draft will leak, and so force their hand in publishing sooner

rather than later. Having agreed with PMWT, and as we discussed earlier, I have this afternoon sent

the BBA some working level comments, which I have stressed are those of the Markets Area team

only (attached as 259,889). These are technical and/or presentational in nature. 1 have made it clear to

> the BBA that the Bank has not signed off on the direct and indirect references to the Bank, and that we

•/i^ihall therefore need to revert tomorrow, particularly on section 13 (the governance section). It is on

-•this section that we seek the Governor1 s guidance.

4 The latest draft (attached as 260,022) incorporates most of the points that we and the New York

Fed have previously made about widening the range of issues on which the BBA is consulting. I

spoke to Bill Dudley of the Fed this afternoon. They are broadly content with the draft in that it

addresses the specific points made in President Geithner's memo. They share reservations that we have

on section 13.

5 There are two issues with section 13, in which the BBA seeks to address the governance of the

LIBOR process and the policing of LIBOR-setting. The first is that in this section of the paper the

BBA say what they are going to do on governance, but they do not offer to consult. The second is that

in saying what they are going to do, they refer directly or indirectly to engagement with and/or a role
MKTS_DOCS:2JW43-» 1



BASK CONFIDENTIAL

for the Bank and the Federal •Reserve (13.2 and 13.5). Retod to this section, .there are other references

to the Bank in the first and second bullets of the Executive Summary, and at Paragraph 4.1.

6 On governance, what the BBA say they will do seems broadly incrementally sensible as far as

it goes, although we have concerns that they may not go far enough. For that substantive reason, and

for presentational reasons (and perceptions are important here), we (and the New York Fed) think the

BBA might do better to re-work the draft so that it: (1) sets out what they are aiming to achieve in

terms of oversight and policing of the process; (2) describes how they are minded to do that; (3) invites

comments on. (!) and (2). The BBA however think that the credibility of the process is better-served by

them setting out a definitive position, and they seem to us (and the Fed) to be dug in on this.

Y 7 Particularly given this, we might want to have direct and indirect references to the Bank (and

y $P the Fed) removed. As noted above, these are in the first and second bullets of the Executive Summary,

I... j at paragraph 4.1, and paragraphs 13.2 and 13.5. There is a risk that references to us by name and to

centralbanks generally are taken as imptying endorsement of the particular approach that the BBA sets

out. The paper could instead refer to engagement with "all interested parties". Alternatively, and

particularly should the B8A dwade lu cuusuU cm the governance issues, the paper could note that the—

BB A's consultation plans include invitations to central banks to comment.

8 We would be grateful for the Governor's views on these points.

)
' Sterling Markets Division
4 June 2008



R & B B A U b o r .; ." : . • . : .

Sink Q 4 J u n a 2 0 0 8 2 0 : 1 0 -•- • • " ' . : ' '• '

r ° ! ?Sn K l o t S w ; 3 " G P S i DGM ° m C e ; ° G F S ° m C 9 ; TUCker' PaU'; Mark9tS •ED Office; Flsher' Paui; Rodgers'
Ce:

Mike, •

d c ^ S mwn?119'1" y ° U r n ° E e W3S V9fy heIPfUl and a9rS9d Wlth th9 appraach you"wwa *u"9fl^«n9- -What

- re para 6. we should push them to consult on governance, as you suggest.

rll 2 P i ! SS f iS i l 1 ! ! ? B ? f ref?«noe; » h o u W fae remov^' ^ ^Placed with "all interested parties4. We
can talk to BBA about their ideas through time, but should not be bounced in this document.

thanks .

-—-Original Message—
From: Cross, Michael
Sanfc Wednesday, June 04,2008 6:53 PM
To; Governors • GPS; ; DfiM nfflrw* nfiK nffirp; - n r ^ P».I ; *&&& - FP nfffr?: Ffsh
Paul; Rodgers, Peter; Wardlow, Andrew;1. " '
C B l • ' . • "' .

Subjects BBA Ubor .

Attached note from me as discussed follows up on calls between PMWt, you, me, the NYFed and the BBA
this afternoon/evening (259943).

259,889 are the Markets Area working level comments.

)8O,O22 Is the latest draft (#8) of the BBA paper.

-Mike .



FwsLIBOR
Tucker, Paul
Sent! 04 Juns 2903 23:15

To\ Cross, Michael

Cei
AttiCfiminb! BBAOt-#3i9084-VS-ConslfUCt«l,OaC (OB KB)

.«-- Original Meaaaga •— jOaH f l f l . i s Kmnrngrt
From: RandalLSKrosawri ' -RandaH.3.Krasaier(
TorAngela IQilght <9m«fftMaW
Coibrian.f.madlaan
<haytey .bof l8ky®i ^ , ----- —
Sent: Wad Jun 04 22:41:32 2008

j-nickw.Paui

-.a^^^w-*^*--^^"*1^1*"1^
eeit;
-Randy

"Angala Knight" ongala.knightL
Sent by:1

06/04/200808:55 AM
To

<ftandall.S,Kroszn8r.
v<paul.luoker< .

,,<hrian.f.madiQan!

" - ? <hayley.bp9aky(
)Subj9ct

RE:LIBOR

Dear Ail

Regards

Angela



Libor
Angela Knight [angela.knfghttL
Senti 04 June 2008 23:18

To: Tucker, Paul

Cc: Alex Marrlman [alex.merrlmar, .

This email has reached the Bank via the Internet or an external network

Paul,
I realise that you will still be locked up with the mpc. However, I thought it might be appropriate to update.
The draft sent back to the Fed post my discussion with Fed today was sent to you as well. Subsequently we have received
some detailed comments from the Bank. The clarifications in the technical areas are very useful and are being incorporated.
As to the prose, some we have used, some are no longer relevant as drafting has moved on, and some we will stay with our
original phraseology.

-, Turning to the points of substance, practlonners consider it a high risk move to aay we will consult on the Umonth fix. It will
therefore be clarified in the text

,_,,.Yoiir proposal that we reduce what is said in sectiion 13 on governance I am afraid is not possible. In fact to get a way
i |forward is going to require a stong governance for libor and the pressure is to do more not less.

I am also assuming that central banks will want to be associated with this in some form and look forward to the phraseology
you want us to use* . _ . . _ .
We have received commentary from the fsa and have incorporated as appropriate and clarified where there were
misunderstandings.
The paper is now on its last round. Obviously we are not seeking texttiral and grammatical comments.
Alan T umirftf suggest that any_pQJnts of substance would benefit from discussion.
Look forward to hearing from you.
Regards
Angela

Angela Knight
Chief Executive Officer
British Bankers'Association
f ,

This message has been sent from a BlackBerry Device

, Privileged/Confidential information may ba contained In this email and Is Intended only for (ha uss of the addressee. If you are not the
^addressee, you may not copy, forward, disclose or otheiwlse uss the Information. If you receive this amaEI by mfstske, please notify the sender

-'Immediately and delete It from your computer. .

Any opinions expressed In this message and/or attachments are those of the author and do not necessarily represent those of the BBA or BBA
Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd accept responsibility for changes made to this message after it was sent, as Internet
communications ere not secure. Replies to this email may be monitored by the BBA and BBA Enterprises Ltd for operational or business
reasons.

Although this email end attachments are believed to be free of any virus it Is the responsibility of the recipient to ensure Ifiat they are virus free.
No responsibility Is accepted by the BBA or BBA Enterprises Ltd for any loss or damage arising Fn any way from receipt or use (hereof.

BBA Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3162894, Registered office: Plnnera Hall, 105-
108 Old Broad Street, London EC2N1 EX.

Visit our website: http://www.bba.oro.uk

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service.



Re: Llfaor
Cross, Michael
Sent: 05 June 2QQ8 08:28

To: TUcfcer, Paul

S5™

— Original Message —
From: Tucker, Paul
To: Cross, Michael
Sant: Tliu Jun 05 08:24:13 2008
Subject: Re: Llbor

Did you get through to the fed In the end, I gather they were tied up

J
— Original Message •—
From: Cross, Michael
To: Tucker, Paul; Rsher, Paul
Cc:
Sent:ThuJunO5Qa:23:in 2008
Subject: Re: Libor

^^JSXS^i pr incJP£S !h2y .a r era im f n Q at te o v e r s I 9 h t committee and P°licIn9 mechanisms, how
2Sf ul ?d t 0 T v e t o w a r d s t h a t ' b u t a a k fo r comments. Main point on oversight Is to be credible it
should be senior and representative of stakeholders beyond the BBA panel banks.

I'll deal with Alex M this morning, Incl In writing.

Mike

--• Original Message —«
.From: Tucker, Paul
}To: Cross, Michael; Fisher, Paul
Cc:
Sent: Thu Jun 05 08:16:142008
Subject: Re: Libor

YoupJ

wantedto dilute I™ So*?* 9 ° V e m a n c e P ° I n t !s p l ? ' c ! d n t u n d e r s t a n d ^ * was saying / implying that we

— Original Message -—
From: Cross, Michael
To: Tucker, Paul; Fisher. Paul
Cc:
Sent: Thu Jun 05 08:10:23 2008
Subject: Re: Llbor

^VhQSn^mor>s r e c l u e s t s ' s h a " ' P^ s font on to Merrlman? (Phone and writing.) Or have you or will vou to
A Knight? On governance consultation, Iney look dug in. But they will obviously have to remove the
references to us and Fed.



-— Original Message -—
From: Tucker, Paul
To: Cross. Michael; Fisher, Paul
Cc:i
Sent: Thu Jun 05 07:02:39 2008
Subject: Fw: Llbor
Tba

Not sure I understand the point about governance

Paul

— Original Message —
From: Angela Knight ongela.knlght' >
To: Tucker, Paul
Cc: Alex Merrlman <alex.m8rrlman ' •
Sent Wed Jun 04 23:18:54 2008 ' N
Subject: Llbor \ )

Mt**#MM«HMHMMHt»tM*IMMM«*M*t»MMMm . . . . .

This email has reached the Bank.vla the Internet or an external network

Paul,
I realise that you will still be lacked up with the mpc. However, \ thought It might be appropriate to update.
The draft sent back to the Fed post my discussion with Fed today was sent to you as well. Subsequently we
have received some detailed comments from the Bank. The clarifications in the technical areas are very
useful and are being Incorporated. As to the prose, some we have used, some are no longer relevant as
drafting has moved on, and some we will stay with our original phraseology.
Turnfng to the points of substance, practlonners consider It a high risk move to say we will consult on the
12month fix. It will therefore be clarified in the text.
Your proposal that we reduce what Is said In sectilon 13 on governance I am afraid is not possible. In fact to
get a way forward Is going to require a stong governance for llbqr and the pressure Is to do more not less.
I am also assuming that central banks will want to be associated with this in some form and look forward to
the phraseology you want us to use.
We have received commentary from the fsa and have Incorporated as appropriate and clarified where there
were misunderstandings.
The paper Is now on Its last round. Obviously we are not seeking textural and grammatical comments.
Also I would suggest that any points of substance would benefit from discussion.
Look forward to hearing from you.
Regards
Angela

Angela Knight
Chief Executive Officer
British Bankers'Association

This message has been sent from a BlackBerry Device

*********4*********ftft*»*ftft*ft****ftft*ftft********

PrfvilegeoYConffdential Information may be contained In this email and Is intended only for the use of the
addressee. If you are not the addressee, you may not copy, forward, discloss or otherwise use the
Information. If you receive this email by mistake, please notify the sender immediately and delete it from your
computer.

Any opinions expressed in this message-and/or attachments are those of the author and do not necessarily
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Cross, Michael
Sent: 05 June 2008 ll:3g

To: Bill budfey (Wffllam.Dudle*
C« Tucker, Paul; flshar, Paul;

references to the Bank of E n g l S S e pajer 8 ( } asWn9 them t0 r9rn0ve dlreot and f * e ^

Regards,

Mike
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Gross, Michael
Sent: 05 June 200817:09

To: Alex Merrlman [a[ex.merrlman{•'

Cci John Ewan rjohn.ew&.j* Fisher, Paul;; Angela Knight [angela.knlght. Tucker, Paul;

Atex

Many thanks.

On governance, it Is possible that we are slightly at cross-purposes. Like you, we favour strong and credible
governance and the tools to bring that about. Our point is that strongsr governance would be better-served in
substance and perception If you set out what principles you are looking to achieve, and then say how you
propose to achieve that In terms of steps you might take, but be open to consultation on both the principles
and the specific steps. I think that's largely a question of re-working what you already have, and Inviting
comments, rather than watering It down.

On the Bank's name, we have a clear line that It should not be used. I understand that the FSA and the
Federal Reserve have the same position. Neither can we accept "relevant central banks...eto". That will

^obviously ba taken as Implying our endorsement of the proposals you make. Hence our suggestion that you
Prefer to "all interested parties", as we and I am sure the far wider community with an Interest in Libor would of

course be happy to discuss your Ideas oh the basis of this paper,

Mike

Original-Message^^
From: Alex Merrlman;
Sent: Thursday, June 05,2008 4:43 PM
To: Cross, Michael
Cc: John Ewan; Angela Knight
Subject: FW: LEbor

This email has reached the Bank via the Internet or an external network

Dear Michael,

fhanks for the e-mail. Here is what Angela replied to Paul last night.

As you can see, it Is very important to have something of substance to say in Section 13. We need to
demonstrate that we are doing something "strong" on governance. Our FXMM Committee are In agreement
with this, and It Is them, as the affected Institutions, that are the potential victims in all this. The Fed have
suggested to us that governance needs to be even stronger, so we find ourselves somewhere In the middle,
as you appear to want less.

On the mention of the Bank's name, obviously we would welcome being able to quote it, not least because we
believe that LIBOR Is one of the pillars of the financial system, and central banks worldwide and the financial
system as a whole have an Interest in maintaining its relevance and accuracy. We cannot accept "Interested
parties" as this Is just too weak, but believe that "relevant central banks and other interested parties", might
well do the trick.

Aiex

•—Original Message—
From: Angela Knight
Sent: 04 June 2008 23:19
To: 'paul.tuckev*
Cc: Alex Marriman
Subject: Libor

)
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—f-reatetHat-you-wil«
draft sent back to the fed post my discussion with Fed today was sent to you as well. Subsequently we have
received some detailed comments from the Bank, the clarifications in the technical areas are very useful and
are being Incorporated. As to trie prose, some we have used, some are no longer relevant as drafting has
moved on! and some ws will stay with our original phraseology. Turning to the points of substance, • •_•
practionners consider It a high risk move to say we will consult on the 12month fix. it will therefore be clarified
in the text. Your proposal that we reduce what Is said In seotlion 13 on governance I am afraid is not possible.
In fact to get a way forward Is going to require a stong governance for Hborand the pressure (s to do more not
less. I am also assuming that central banks will want to be associated with.thla in some form and look forward
to the phraseology you want us to use. We have received commentary from Ins fsa and have Incorporated as
appropriate and clarified where there were misunderstandings. The paper Is now on Its last round..Obviously
ws are not seeking textural and grammatical comments. Also I would suggest that any points of substance
would benefit from discussion. Look forward to hearing from you. Regards Angela

Angela Knight
Chief Executive Officer
British Bankers'Association

This message has been sent from a BfackSerry Device . . :

Privileged/Confidential information may be contained in this email and is Intended only for the use of the ' •'
addressee. If you are not the addressee, you may not copy, forward, disclose or otherwise use the
information. If you receive this email by mistake, please notify the sender Immediately and delete It from your
computer. Any opinions expressed In this message and/or attachments are those of the author and do not
necessarily represent those of the BBA or BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd

=aafiaptrflapQnalhi%fQr-changBs.mad&,tQ_this message after It was sent, as Internet communications are not
secure. Replies to this email may be monitored by the BBA and BBA Enterprises Ltd for operational or ••
business reasons. Although this email and attachments are believed to bs free of any virus it is the
responsibility of the recipient to ensure that they are virus free. No responsibility is accepted by the BBA or
BBA Enterprises Ltd for any loss or damage arising In any way from receipt or use thereof. BBA Enterprises
Ltd is a limited company registered In England and Wales, Registered number: 3162894, Registered office:
Pinners Hall, 105-108 Old Broad Street, London EC2N1 EX. Visit our website: http://www.bba.orauk
**t**t***********#***************************

This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs
SkyScan Service



RE:BBALibor
Cross, Michael

T 0 : ROdgers,Teter}Wardt6w, Andrew; •

Cc:

Importance: High .
Attachments: BBA01^319613-vl-Re-workln~l.DOC (55 KB)

.H.-BBA on 3.13 oflhair paper. FSA and NY Fed
Its been hard poundhg, but here's where we've now go the BBA

v^for a steer please.f o r a s t e 9 r p l e a S S - n n a dnQ relationships with relevant central banks,

relationship with the BBA. tnthoonhiicand

(n the private and public sectors."

Mike

s_-—original Message—-

^ £ Wednesday, June 04,2008 8:11 PM ffl T u c k e r , P a u I ; M a r k e ts - ED Office; M r .
To; Cross, Michael; Governors - GPS; DGM Office, uura v .
Paul; Rodgers, Peter; Wardlow, Andrew;

Cc:
Subjects RE; BBA Ubor

, a(ari with the approach you were suggesting. What
the Governor thought your note was very helpful and agreed w.ft PP
does that mean?

- m para 7 he agrees the f ^ W ^ ^ S ^ ^S^^S^
can talk to BBA about their ideas through time,«,

thanks



—Original Message—

Sent: Wednesdaypune04,2008"6;5FPM " " " ' ' -—---...•..•._

Paul; Rodgers, Peter/ Wardlow, Andrew^ O f f l c e ; D G F S omce'Tucker' ^^ Ma^ets • ED Office; Fisher,

SuWart:BBALi£for

S ^ ^ f ^ S ^ S S e d ^ ^ V * « * between PMm; you, mo. the NYFed and the BBA

259,889 are the Markets Area working level comments.

260,022 Is the latest draft (#8) of the BBApaper.

Mike

O\



FW: Revised S13 of the LIBOR Paper
Crass, Michael "...
Sent: 06 June 2008 17:09

To: Tucker, Paul; fisher, Paul

Sensitivity! Confidential

thanks for guidance. Here's what I've gone back with. Mike

••—Original Message™—
From: Cross, Michael
Sent: Friday, June 06,2003 5:02 PM
To: Alex Merrlman
Cci John Ewan;
Subjects RE: Revised S13 of the LIBOR Paper
Sensitivity: Confidential

Afex

...for this. Trie general shape is now close to what I.had In mind In terms of setting out principles,
\ . ^proposals for achieving those principles, and seeking comments from all interested stakeholders.

Thank you also for removing the references to the Bank of England. I have two further requests on this
section, to make the point that central banks are open to dialogue rather than committed to participation In a
process.

Para 13.4 • coufd the penultimate sentence please be amended to say: "The Committee will ensure ongoing
dialogue with relevant central banks, and other interested groups and organisations."

Para 13.6 - could tha penultimate sentence please be amended to say: "The BBA will seek the views of all
interested parties in the private and public sectors."

Like I look forward to seeing a full revised draft of the full document at a later stage.

Regards

Mike

•—Original Message—
From:
Sent: Friday, June 06,2008 4:01 PM
To: Alex Merriman; Cross, Mjchael
Cc: John Ewan;
Subject: RE: Revised S13 of the LIBOR Paper
Sensitivity: Confidential

********#****#***************************************•

This email has reached the Bank via the Internet or an external network
**********************••**********•#•*•***************

( * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * • * * * * * * * * * * * • • * * * * *

Your attention is drawn to the warning notice at the end of this message,



A l e x . - •.-:•:"•"""""""

Thank you for sharing this with us.1 have only a couple of short points;

b e n e S ^ m S n ^ l ^ i $* 1?Wthat 9reater * lamv ov« r tha s c ^ mechanism will be greatly
S ^ fhe ori9'nal * * " ™ « P** around submitted rates"
the exact s S tfo ^ m f t J . - SSSTtP11* ha8 T ?een r e m o v e d Jf Possible to fnclude' more d « ar<"Jnd
me exact steps me Committee will take to ensure the integrity of Ubor will, I believe, have a significant Impact.

S S S ^ S i l 75» h 3 ! 0 t l T onJh9Jevisw o' Committee and Panel members are a positive

memberl m ^ L S S J ^ S ? ? ^ ° a 1 b e P^Vlded whil3t not ravea l lnS ths idantltv of commf««
S S h f n nnd9 S ? ^ e i y * » n e f l d S I*18 m a r k « will want to see that members are appointed or elected
through an open and fair process which gives representation to a suitable variety of stakeholders.

Regards

( ' • )

Capital Markets Sector Team
Financial Services Authority

-^S-ThaNBrth-GQlonnadarCanary-lA/hartrLondon-E-M-SHS.

§ f *3 | Plewe consider the environment before printing this e-tnali

—Original Message™--
Ftom; Alex Merrlman [maiIto:alex.merrimaF '
Sent; 06 June 200812:22
To: mfchael.crossO
Cc: John Ewan
Subject: Revised S13 of the LIBOR Paper
Importance: High
Sensitivity: Confidential

Dear Michael and

Thank you for your comments so far.'

^ r ^ n e d t 0 M i c h a ? ' t h l s m™J!nfl.we nave been thinking about how to address some of your
we3ght-do?52mB ° " 8 t r e n 9 t h e n i n g 9°ve rnance aspects, and the attached Is a first stab at how

Let me know, please, if you have any further points.

Best

Alex

AiexanderJSMerriman
Executive Director, Wholesale & Regulation
British Bankers1 Association
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THE GOVERNOR'S PRIVATE Copiesto PS/MsLomax
SECRETARY PS/Sir John Gieve

MrFisher
VIA M R TUCKER MrRodgers

MrWafdlow

From Michael Cross — -

BBA REVIEW OF LIBOR

1 You asked for a note that set out a proposed strategy to maximise the probability that the

BBA's review of LIBOR results in a satisfactory outcome, i t e BBA's review arises from two

sources of questioning of the status quo: (a) some essentially technical issues around the nature of the

fixing process; (b) the transformation of LIBOR from a measure of London money market conditions

in different currencies to being the basis of pricing of a global derivatives market, and so a key part of

the global financial infrastructure, and therefore requiring governance arrangements to catch up.

What is a satisfactory outcome?

2 We think a satisfactory outcome of the review from the Bank's perspective is improved

confidence in LIBOR, and for this to be achieved in a way that leaves open the room for future

innovation and development of other reference rates (for example OlS-based contracts) if that is what

the market wants. In engaging further with the BBA, we need to continue to be careful to ensure that

the Bank does not lend, and cannot be represented as lending, its imprimatur to LIBOR; particularly as

that could be detrimental to the development of alternative rates,

3 On process, the BBA should be encouraged to undertake a genuine consultation, proactively

seeking out the views of stakeholders beyond its own membership to a wider range of banks and other

market participants (e.g. asset managers, including hedge funds), as well as the authorities. It should

be encouraged to publish the results of its consultation, either separately as a prelude to or as part of a

follow-up paper that sets out the changes that it will make.

4 Our view is that the most important thing for the BBA to achieve in its review is to strengthen

its governance process around LIBOR. Concerns in this area are at the root of the various technical

Mar(<ets:2S1913v1
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of the global derivatives market.

5 Specifically, the BBA could overhaul its existing governance machinery-the Foreign

Exchange and Money Markets Committee- so that: (i) the existing BBA panel banks were represented

at a higher level (for example, bank treasurer rather than head of treasury trading); and (u)

representatives of the wider group of LIBOR stakeholders were also included (banks, asset managers,

hedge funds, etc). For the dollar LIBOR fixing in particular, wider participation by US banks is the

BBA's best chance of ensuring that it retains the initiative rather than seeing it pass to New York. An

enhanced governance machine, at a senior enough level to carry credibility in terms of the LIBOR

p ^ s and the process of LBOR s u b r m s s ^ ^

A to the range of issues that prompted the review.

" 6 WedonotthinkthatcentralbanksshouldbeformallyinvolvedinuxeLIBORpanelsand

and the Swiss National Bank wish, like us, to engage with the BBA on its review.

7 Tte.»cte-«-l^«««^««^^^"^*to^lrt

takeastron?view,beyondencouragingtheBBA to consider feedback it receives carefully.

ThP Epic's strategy

8 Wehavetoeemainavenues:directengagementwiththeBBA;engagementwithmarket

ol

)anicipaiii9» HIM* ĵ u* MV»»—J w

Actives on LiBOR governance; and engagements with other authorities

Interms of the engagement with the BBA directly, they will be keen to meet and take cur
9

views. There are
, ™ ^ r e g u l a r meetings at ED/Markets/BBA Chief Executive level, which wou.dseem the

w a y to h>veaninitial exchange of views at senior level. PMWTandMC can also arrange to meet with

^chairman of theBBA'sFX&MM Committee, under the guise of a genera! catch-up meetmg, to

dhcua. our views. That could be followed up with working level meetings and exchange of comments

at working (Markets HoD/BBA Director) level.

10 pMWTandMCareduetoholdameetingwiththeseniortreasurersofthebigebanksinthe

aext couple of weeks, which wU.be an opportunity to discuss these issues. These are the sortof people

should be on the BBA's LIBOR governance committee. We can also take the opportunethinkwe
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dollar unsecured funding survey products) to discuss issues from their perspective.

11 MC and the SMD management team can also takethe opportunities presented by routine

contact with a broad range of UK market participants to sample opinion on the BBA's consultation

paper, and to encourage responses. In addition to the banks and building societies that are SMF

participants, this exercise couidembrace the 'buy.sipV including, instimtional asset managers in

London and Scotland, hedge funds, etc,

12 In addition, and continuing the relationship that developed when the BBATs paper was in

_ gestation, MC could speak to and coordinate with the Federal Reserve, the Swiss National Bank and

O - theFSA.

V. — -

13 On the basis of these consultations with the BBA itself and the wider stakeholders, we will be

able to judge what specific further steps the Bank should take to achieve a satisfactory outcome.

14 "IsThe Governor conteWWithrtfrrttfoposed strategy set; out above pleasef

Markets
Sterling Markets Division HO-1

), \ 26 June 2008

Michael Cross
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BAMKCCKNFIDENTIAL 26.06.08

THE GOVERNOR'S PRIVATE Copiesto PS/MsI*max
SECRETARY PS/Sir John Gieve

Mr Fisher
VTA MR T r r n f i m " MrRodgers
VIA MR TUCKER MrWardlow

r4rCAj/r4t ouFrom Michael Cross

1 You a3k*a fitf.a notefeat set outaroonosed stwsy totfa&setE^rolffi^r wt tf iS^^A>
m rflsiiitHii/asariflftctorvnutcnme. The BBA's review anses ftom two 7BBA's review of UBOR results i i /a satisfactory outcome. The BBA's review anses

sources of questioning of the status quo: (a) some essentially technical issues around thenajjraiSfthe

fixing process; (b) the transformation of LIBOR from a measureofltQiiiefl-niffney market conditions

in different currencies tnJKTJaĵ thn hflfih ol inulHjj. or^rffirffli derivatives market, and BO a key part of

the ginhai finflncJdfmftft.qtmcfairB, and therefore requiring governance arrangements to catCfl up. =

What is a satisfactory outcome? /?/?

2 We think a satisfactory outcome of the review from the Bank's perspective is improved

confidence in LIBOR, and for this to be achieved in a way that leaves open the room for future

innovation and development of other reference rates (for example OIS-based contracts) if that is what

the market wants. In engaging further with the BBA, we need to continue to be careful to ensure that

..) the Bank does not lend, and cannot be represented as lending, its imprimatur to LIBOR; particularly as

that could be detrimental to the development of alternative rates.

3 On process, the BBA should be encouraged to undertake a genuine consultation, proactivety

seeking out the views of stakeholders beyond its own membership to a wider range of banks and other

market participants (e.g. asset managers, including hedge funds), as well as the authorities. It should

be encouraged to publish the results of its consultation, either separately as a prelude to or as part of a

follow-up paper that sets out the changes that it will make.

4 Our view is that the most important thing for the BBA to achieve in its review is to strengthen

its governance process around LIBOR. Concerns in this area are at the root of the various technical
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questions around LIBOR setting, and form amajor underpinning observations of LIBOR as the basis

of the global derivatives market.

5 SpwificaUy.theBBABOuldbverhaiditsexiStfaggovemattceniachinery-theForeign

Exchangeand MoneyMarkets Committee -sothat: <i>thê  existing BBA panel banks were wpraaented

a t a l ^ e r i e v e l < r o r e x a m p l e , b ^

^resentatives of the wider group of LIBOR stakeholders were also included (banks, asset managers.

hedge funds, eto). For the doUarLBOR fixing in particular, wider participation by US banks isthe

BBA's best chance of ensuring that it retains me initiative rather than seeing it pass to New York. An

enhanced governance machine, at a senior enough level to carry credibility in terms of the LIBOR
-- p r o c e s s ^ t h e p r o e s s o f L B O R s u b n u W m f o ^ ^ ^ ^
Mf to the range of issues that prompted the review.

6 We do not think that central banks should be formally involved in the LIBOR panels and

proCeSs«,butwedothinkwesho«ldffl8intauiawatchu.gbrief. We know that the Federal Reserve

and the Swiss National Bank Wish, like im. to engage with the BBA on its review. _ _

7 ttere^otoessentytytechn^
take a strong view, beyond encouraging the^BA to consider feedback it receives carefully.

ThffB°"'f'i"!'trategv

g wehavetoeemsinavenues^rectengagementwithtoBBAiengagementwithmarket

participate, a n d p a r ^ ^ ^

objectives on LIBOR governance; and engagements with other authorities.

9 intermsoftheffigagementwiththeBBAdirectly.theywillbekeentomeetandtakeour

views There are regular meetings at ED/Markets/BBA Chief Executive level, which would seem the
waytohaveaninitialexchangeofviewsatsemorlevel.PMWTandMCeanalsoarrangetomeetw.ft

the chairman of the BBA's FX & MM Committee, under the guise of a general catch-up meetog, to

discuss our views. That could be followed up with working level meetings and exchange of comments

at working (Markets HoD/BBA Director) level.

10 PMWT and MC are due to hold ameeting with the senior treasurers of the big 6 banks in the

next couple of weeks, which will be an opportunity to discuss these issues. Th.se are the sort of people

we tok should be on the BBA's LIBOR governance committee. We can also take the opportunity
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provided by a catch-up meeting with ICAP (which has just launched its own one and three month

dollar unsecured fbnding survey products) to discuss issues fiom their perspective.

U MC and the SMD management team ean also take the opportunities presented by routine
contact with a broad range of UK martest participants to sample opinioa on the BBA*s consultation
paper, and to encourage responses. Ea addition to the banks and building societies that are SMF
participants, this exercise could embrace the ^buy-side' including institutional asset managers in
London and Scotland, hedge funds, etc.

12 la addition, and continuing the relationship that developed when the BBA's paper was in

gestation, MC could speak to and coordinate with the Federal Reserve, the Swiss National Bank and

theFSA.

( S 1 3 On the basis of these consultations with the BBA itself and the wider stakeholders, we will be

able to judge what specific further steps the Bank should take to achieve a satisfactory outcome.

14 Is the Governor content with the proposed strategy set out above please? •-

Markets
Sterling Markets Division HO-1
26 June 2008

VSiehael Cross

)
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Current conditions in the banking sector @ ^ ^

Banking Bill Reform
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Jo,nno«9d that the Banjoul* come ou.^heA
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From: Cross, Michael
Sent: 30 July 2008 09:56 i - f _,,
fo: Governors - GPS: DGM O f t a D3FS Office: Scott, Jenny; Wardlow,

Andrew; Fisher, Paul;'
Cc: Tucker, Paul; Markets - ED Office;
Subject: RE: LIBOR Review
Attachments: BBA01-ff322279-v7-DrafLLfbor_Revlew_Cansultatian_FeedbacieSfat6ment.DOC

PMWT and I m et Angela Knight and John Ewan on Monday to discuss the BBA's draft feedback statement, which
we received fast nfght (attached).

It is very largely as previewed in my e-mail pf 16 July below, and In substance I. think It is satisfactory. On that basis, I
suggest that it Is not necessary to give the BBA extensive comments. If 'addressees are content with the thrust of the
BBA's response as described below, and subject to two particular points (underlined below) on which it would be
helpful to receive guidance from the Governor, I propose to revert to the BBA to that effect by the deadline they set of
close tomorrow.

The draft confirms that the BBA Intends to overhaul the governance arrangements around Llbor, that it has engaged
v^jfford Chance to advise and to help It workup the details, which will be released in due course. The overhaul meets
. J points we (and the Federal Reserve and others) have made concerning the credibility of the committee that

•..Jk^ees LIBOR and polices the regime.. The changes will include expanding tfie committee that oversees LIBOR to
\w i e rates users (derivatives exchanges, asset managers and corporates will be represented) as well as baflte.
iLJcommittee will create a new,, published framework that will set out the principles and procedures under wtooh«»
BBA will operate LIBOR. A sub-committee wjjf be created that will fssue reinforced instructions to contributing LiBOR
panel banks, and scrutinise and police contributor bank submissions. The BBA will actively seek to Increase the size
of its contributing bank panels.

Tho BBA'g draff notes that It n « "flvtenriari an Invitation to relevant public bodias and central banks to observe their
processes". Precisely what that might amount to In practice fs something they will wish to discuss with us runner, ror
our part, we have indicated that It is unlikely that the Bank, will wish to have formal observer status but that we would
wish to be kept informed of developments/most likely as part of the continuing regular but informal dialogue with the
P P A T ( r oo A t , w»t r a B « i n g i n , mni-a than that. If the finvarnor la content for the Bank to follow that general
approach, we can taka forward tha oraclae modalities with the BBA. liaising whara helpful with other interested central
banks. The Federal Reserve fs i r i i h e W e positioni as us. The Swiss National Sank and the Bank of Japan would be
prepared to ba formal observers on the BBA's committee, but from informal conversations I think the Swiss and
probably the Japanese would be likely to follow our lead.

-"•vere la one othar area on whfnh It would be halnful to have guidance from the Governor, which Is whether the BariK
J^\»SK^^^rmnSldi± The BBA's draft sets out a list of Institutions that have responded to the

J — ' Nation, and notes that other respondents "wished to contribute on an anonymous basis". The Bank of England
ar • 3a Federal Reserve are in the latter group~(as is the FSA). The Bank of Japan, ECB and Swiss Nationa Bank

-ak I ted as respondents, it fs generally known that the Bank has been engaged in the debate about LIBOR from
discussions that we have had with banks etc, but our engagement with the 9BA has been in the form of meetings and
telephone dialogue rather than a formal written response - that might be one argument for the Bank not to be
Identified in the BBA's list. •

On more detailed points, including the possibility of a second later US dollar fixing, thera was almost no appetite for
change from respondents. As noted below, the closeness of ICAP's new NYFR rates to BBA US dollar LIBOR nas
taken the heat out of that issue, and in conjunction with the changes the BBA proposes to governance etc much of
what heat there was in other more technical Issues has very largely dissipated.

One issue that the B8A wili flag as needing further exploration is the question of whather it should pursue a separate
continental European dollar index. This had been suggested by some (medium-sized) European banks and trade
associations such as the European Banking Federation and the (Paris-based) ACI (the Financial Markets
Association}. Angela Knight thought It possible that the ECB had had a hand in inspiring the feedback. The BBA
would explore further on the grounds that if there is a desire for this sort of thing, it seemed preferable to have it within
the tent than outside. If such a product did develop, the BBA would not wish it to share the LfBOR name or risk having
it create confusion or detract from the stability of the LIBOR fixing.

Mike



-----prialnal Message— • • • - . -
From; ' „ . . . . .
Sent; Friday, July IS, 2008 2:33 PM
Tpi ..Crass, Michael; Governors • GPS; DGM Office: DGFS Office; Scott, Jenny; Wardlow, Andrew; Fisher, Pauf;

Cci tucker/Paul; Markets - ED Office;'

Subject! RE: uaOR Review . •

Mike, .. ..

the Governor asked to pass on that he thought that this all sounded quite constructive and to carry on as planned,

thanks

—Original Message— j. \
From: Cross, Mfcnaef C ,L
Sent : Wednesday, July 16,2008 3:40 PM . J 1
T o : Governors - GPS; DGM Office; DGFS Office; Scott, Jenny; Wardlow, Andrew; Fisher, Paul; {^j

Cc: Tucker/Paul; Markets • ED Office;
Subjects UBOR Review

PMWT, MC and ̂  _. • had a teleconference with Angela Knight and John Ewan of BBA on Friday 11 July, re
the responses the BBA had had to Its consultation document and next steps.

On governance of the process, the .BBA took the points that we and other central banks had made re making it fit for f
purpose. BBA had engaged Clifford Chance to help them work through it. Current thinking was that the over-arching
governance committea needed to include rate users as welf as banks, AK mentioned LIFFE specifically. PMWT
encouraged her to Include asset managers and hedge funds too, which AK was receptive to.

On the related question of central bank Involvement AK was still in discussions at senior level with interested central
banks -she was at the time in Washington where she was due to meet with Randy Kroznsr. BBA is looking for an
arrangement whereby central banks observe the governance process in some form: at one end of the spectrum that , ,
could involve formal observer status on the over-arching governance- committee; or, at the other end, something far -.1
less formal and visible. PMWT said he thought it Hkely we'd want to be at the latter end of the spectrum (and I know ( >, j .
from a subsequent call from the New York Fed that that fs their position.) /

• • • • ' • - " • • ' . . . • • • ' \ J

On more detailed issues, AK said that the responses to the consultation had not revealed demand for a second later
US dollar fixing, which had been one of the Fed's suggestions. That perhaps reflected the fact that ICAP's new NYFR
Fixings {a survey-based measure of 1 and 3 month unsecured bank funding costs in New York trading hours) had
been so close to BBA dollar LIBORs (within a coupte of basis points) since their launch a month ago. (The NY Fed
told me that had reassured them, and to their mind now made a second UBOR fixing much less of a need.) There Is
however some desire from continental European banks for a European dollar index that sseks to capture US dollar
trading in continental Europe • at the time, it wasn't clear to AK whether that was a substantive or a cosmetic request,
she said she's send us a note of the BBA's thoughts on that,

it was agreed that we would discuss again when AK had completed her consultations and the BBA's thinking on
governance in particular had taken more definite form. A meeting is scheduled for 28 July.

MC

. :M i:o imanaga pi]
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V f ^naUhasTeached the Bank via the Internet or a n . " J ™ ? ™ ^

iXJ**************************************
Paul, Michael

First of all congratulations on getting out the paper yesterday: full of good features.

great.

Best wishes

v ^nder J S Merriman .
" bkteiitlve Director, Wholesale & Regulation
British Bankers1 Association
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