I.L.O.C.—BBALIBOR Joint Consultation Paper1
on
LIBOR Re-fixing

The Interim LIBOR Oversight Committee (“ILOC”) 2 and BBA LIBOR Ltd (“BBALIBOR”)3 have
launched this joint consultation to garner views on the proposed introduction of intraday re-fixing for
LIBOR.
You are invited to comment on the observations and analysis set out below and to address the
questions listed in Section C at the end of this paper. All feedback will be carefully considered by
BBALIBOR and may be shared with the UK authorities. Feedback should be submitted by 30 th
November 2013 and BBALIBOR will aim to publish a feedback statement by 31st December 2013.
Recognising that a new administrator for LIBOR, NYSE Euronext Rate Administration Limited
(“NEuRAL”), is due to take over LIBOR administration responsibilities in early 2014, and in the
expectation that the implementation of any changes as a result of this consultation may not be
implemented ahead of this transfer of responsibilities, BBALIBOR will pass all feedback and the
published feedback statement to NEuRAL.
Please send your feedback to the following email address: liborconsultation@bbalibor.com
Disclaimer: any views expressed in this paper are merely indicative of approaches that may be taken
and do not reflect a final policy position.
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This Consultation Paper has been produced by the Interim LIBOR Oversight Committee and BBA
LIBOR Ltd with the assistance of Joanna Perkins, Michael Duncan, Simon Firth and Sherine El-Sayed.
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In April 2013 BBA LIBOR Ltd, as the interim LIBOR Administrator, established the ILOC as required
by the Financial Conduct Authority’s Regulations and recommended by the Wheatley Review of
LIBOR: Final Report (Recommendation 2).

3

The current Administrator of the LIBOR benchmark is BBA LIBOR Ltd. It was agreed on 9 July 2013
that the administration of LIBOR would be handed over to NYSE Euronext Rate Administration
Limited, a new subsidy of NYSE Euronext. Subject to authorisation from the Financial Conduct
Authority and following a period of transition, NYSE Euronext Rate Administration Limited is
expected to take over the administration of LIBOR in 2014.
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Introduction and Executive Summary
1.

Re-fixing allows the administrator of a financial benchmark to take account of any late
submissions or calculation errors which may have been notified to it subsequent to the initial
fixing of the daily rate. In the case of intraday re-fixing, the re-fixed value is published several
hours later that same day.

2.

Where re-fixing policies are adopted they are designed to increase transparency and strengthen
the integrity of a benchmark by reducing the risk of inaccuracies. This objective accords with a
number of guidelines and standards which have recently been published by national and
supranational authorities (below). Certain of these standards expressly require administrators to
publish policies for communicating errors and any subsequent re-fixings.

3.

It is for that reason that BBALIBOR, in conjunction with ILOC, is considering whether to
adopt a policy of intraday re-fixing. We acknowledge that the introduction of re-fixing in
respect of the London Interbank Offered Rate (“LIBOR”) would represent a change to the
existing methodology, and for this reason we have decided to consult market participants before
finalising our policy.

4.

In this paper we set out the relevant background in Section A before introducing our
observations and analysis in Section B.

Market participants are invited to comment by

responding to questions which are set out in Section C at the end of the paper.

SECTION A—Background
Applicable regulatory principles and standards
5.

LIBOR is the benchmark against which payment obligations are measured in markets
comprising financial transactions worth trillions of dollars. It has recently been the subject of
close international scrutiny following regulatory investigations into the attempted manipulation
of the benchmark by one or more credit institutions.

6.

In response, national and supranational authorities have published a number of guidelines and
principles for those involved in the administration of LIBOR and other financial benchmarks.
These are designed to ensure that benchmarks are administered in such a way as to produce
consistently accurate and transparent rates which can be relied upon by financial market
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participants. Prominent among these are:
(1) The Wheatley Review of Libor: Final Report, recommends that the LIBOR Administrator
has in place “rigorous and effective procedures” for the scrutiny of submissions in order
to avoid manifest errors, including both pre-publication verification checks and postpublication scrutiny against a set of verifiable statistics (paragraph 3.26, page 24).4
(2) The International Organisation of Securities Commissions (“IOSCO”) published its Final
Report on Principles for Financial Benchmarks outlining the need for administrators to
establish clear policies to avoid errors in inputs or submissions by establishing and
employing measures to monitor and scrutinise inputs or submissions (see pages 17-18).5
The Principles state that the design of a benchmark should seek to achieve an accurate
and reliable representation of the economic realities of the interest it seeks to measure and
eliminate factors that might result in a distortion of the rate or value of the benchmark
(see page 20).6 Further, the methodology of a benchmark should, at a minimum, contain
“procedures for dealing with error reports, including when a revision of a benchmark
would be applicable” (see page 23).
(3) The European Securities Markets Authority (“ESMA”) and the European Banking
Authority (“EBA”) jointly produced Principles for Benchmark-Setting Processes in the
EU. These state that methodologies established by benchmark administrators should be
rigorous, systematic and continuous and any amendment to an established methodology
should be made according to a transparent process, published by the administrator
beforehand (see paragraph B.3, page 8).7 Benchmark calculation agents should have clear
policies in place for how to publicise any errors in calculation and communicate any new
benchmark fixing or determination (see paragraph D.7., page 14). The Principles for the
EU also stipulate that benchmark administrators should have clear policies for
communicating errors in benchmark methodology and any subsequent re-fixing (see
4

Wheatley Review of LIBOR: Final Report:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/191762/wheatley_revie
w_libor_finalreport_280912.pdf

5

IOSCO Principles for Financial Benchmarks, Final Report:
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf

6

Under the IOSCO Principles, “Interest” refers to “any physical commodity, currency or other tangible
goods, intangibles, any financial instrument on an Interest, which is intended to be measured by a
Benchmark.”

7

ESMA-EBA Principles for Benchmark-Setting Processes in the EU:
http://www.esma.europa.eu/system/files/2013-659_esma-eba_principles_for_benchmarksetting_processes_in_the_eu.pdf
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section paragraph B.4., page 8).

LIBOR fixing
7.

BBALIBOR retains Thomson Reuters as Calculation Agent to calculate and publish the rates
which BBALIBOR administers. For each rate, interbank borrowing rate submissions from (up
to) 18 contributing “Panel Banks” are collated at about 11.10 am and the middle values (i.e. the
values that remain after discarding approximately the top and bottom quartiles of the
contributed rate submissions) are then used to calculate an average. That average value—
rounded, like individual rate submissions, to five decimal places—is published on the Reuters
Screen LIBOR01 Page as LIBOR “as of 11.00 am” for that day. Publication takes place at
approximately 11.45 am. This process is applied to each of the 35 interbank borrowing rates
(comprising 7 tenors for each of the 5 currencies) for which LIBOR is set.

8.

Since April 2013, when LIBOR became a regulated benchmark, BBALIBOR has compiled data
on errors arising from inputs or submissions and has analysed the effect of those errors on the
corresponding rate or rates. It has found that in most cases any such errors have had minimal
impact on the corresponding published rate.

9.

Data on errors are compiled according to three broad categories: (i) late submissions by Panel
Banks, (ii) submissions queried by the Administrator and/or Calculation Agent and then
amended by the Panel Bank, and (iii) errors reported by Panel Banks.8

10.

When examining these categories, BBALIBOR found that late submissions occur most
frequently—on average about once a week—and usually as a result of technical difficulties. The
problem is immediately apparent and at 11.10 am the Calculation Agent will chase for a
response from the bank concerned. In most cases, this action will be enough to resolve the
potential “error” and it will have no impact on the corresponding published rate or rates.
However, in cases of persistent technical difficulty, it may not be possible for the bank to make
the submission in time for it to be taken into account in the initial fixing.

11.

Errors are also occasionally reported to the Administrator by Panel Banks. In the months April
to August 2013, banks reported eight inaccuracies in their submissions. Errors of this kind will
normally come to light in the context of a daily review process undertaken internally by each
Panel Bank. Once the reviewers have identified a possible inaccuracy, they will then need to

8

It is also possible that an error could occur as the result of a technical error by the Calculation Agent.
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verify the error in collaboration with others who were responsible for the 11.00 am submission
before it can be reported to the Administrator. In these circumstances it is unlikely that the
error can be reported much before 3.00 pm.
12.

For the months of April to August 2013, the most significant case across all categories of error
in all tenors and currencies, if taken into account in an intraday re-fix, would have resulted in
an adjustment to the relevant rate of 0.2 basis points (0.002 percentage points) per annum, after
rounding to the nearest one tenth of a basis point. Under the same rounding convention, three
other errors in the same period would have resulted in an adjustment of approximately one
tenth of a basis point per annum. Two other errors would have resulted in an adjustment
smaller than one tenth of a basis point and the remaining errors were found to have had no
effect on the calculation. This suggests that errors have not had a substantial impact on LIBOR
overall.

SECTION B—Observations and Analysis
LIBOR re-fixing
13.

LIBOR re-fixing would entail the re-calculation of the value published at approximately 11.45
am in order to take account of any late submissions or calculation errors of the types listed
above and the publication of the adjusted value as the re-fixed rate. It is important to note that,
in the case of LIBOR, the adjusted value would be a re-fixing of the rate “as of 11.00 am” and
not a new rate “as of” the time at which the re-fixing is calculated or published. This would be
made clear in the Administrator’s published methodology.

Q1: In principle, do you support the introduction of re-fixing for LIBOR, in line with
international standards on the accuracy and transparency of financial benchmarks?
14.

Re-fixing can, in theory, take place on any date and at any time following the initial fixing. It
would be feasible, for example, to re-fix LIBOR on the day after it is first set (“next-day refixing”), and publish the adjusted value alongside the next day’s rate. A re-fixing which is
delayed in this way, however, may cause considerable inconvenience if parties to financial
contracts are obliged to take LIBOR into account in same-day payment calculations.9 We take
the view that a more limited policy of same-day re-fixing strikes the right balance between the

9

This issue is discussed below at footnotes 12 and 16 and paragraph 38.
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objectives of accuracy and expediency. In the sections that follow we refer to this as a policy
of “intraday” re-fixing. We would like to hear (at Q7 below) from any consultees who disagree
that the scope of our policy should be limited in this way.
Presenting LIBOR re-fixing
15.

Where intraday re-fixing has been adopted elsewhere, we have observed that it is presented in
one of two ways:
(1) the rate as it is first published may be described as the “provisional” rate, in which case it
will be followed by the publication of a “final” rate later in the day (which will very often
be identical to the provisional rate); or
(2) the rate as it is first published may be set as the final rate and followed by the later
publication of a re-fixing only on occasions where an adjustment proves necessary.

16.

In large part this is a question of presentation. However, in light of the fact that financial
contracts on standard form terms often make detailed “fall-back” provision for circumstances in
which LIBOR is unavailable on any given day, we think it preferable to present the initial
fixing, published at or about 11.45 am, as the “final” rate. 10 We think this will assist
contracting parties to make an early determination of whether or not LIBOR is available for the
day in question and, accordingly—in the very unlikely event it should prove necessary—to
implement the fall-back provisions more easily.

17.

Therefore, for the purpose of this consultation, we suggest that re-publication should occur only
on those occasions where an adjustment proves necessary and that the initial fixing published at
or about 11.45 am each day should continue to be presented as the “final” rate to all intents and
purposes.

Q2: Do you agree the initial fixing published at or about 11.45 am each day should continue to
be presented as the “final” rate?

De minimis adjustments
18.

Given that submissions are made to five decimal places, some errors which become apparent
after the 11:00 am deadline will have a very small—perhaps even negligible—impact on the
published daily rate. For example, the re-calculation could show that the published daily rate is

10

We do not think it will be necessary to label the initial fixing as “final” for this purpose.
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in error by only one 1000th of a basis point.
19.

A clear policy of re-fixing the daily rate no matter how small the error (provided it is material)
would have the advantage of setting a “brightline” and would arguably best serve the guideline
principles of accuracy and transparency endorsed by national and supranational regulatory
authorities. However, we acknowledge that each re-fixing is likely to cause inconvenience and
difficulty for market participants.

We therefore wish to consider whether a de minimis

threshold for re-fixing should be established, below which errors will be disregarded.
Q3: Do you consider that observing a de minimis threshold (and ignoring errors below that
threshold) is a good idea when implementing intraday re-fixing?
20.

Although it may be difficult to set a “brightline” threshold which is sensitive to the needs and
preferences of users of the benchmark across all types of financial instruments and financial
contracts, we think that a fair and reasonable de minimis policy would eliminate errors with an
impact smaller than one tenth of a basis point. Therefore, we propose that an error or errors
should result in a re-fix only if, adopting the round-half-up convention, the re-fixed value would
be higher or lower than the previous fixing by at least one tenth of a basis point.

Q4: Do you agree that this would achieve an acceptable de minimis threshold for errors? If
not, what threshold would you like to see?
21.

One way to achieve this threshold is by rounding published values, as they appear on the
Reuters Screen LIBOR01 page, to three decimal places. At present LIBOR is publishable to
five decimal places.

22.

Rounding published values in this way would have the twin advantages of simplicity and
clarity: a re-calculation following one or more errors would result in a re-fix if, and only if, it
had any impact on the published value, rounded to three decimal places. The threshold policy
would be immediately apparent from the published values. In contrast, a de minimis rule set
out in the Administrator’s methodology would not be as evident to users of the benchmark.11

23.

Moreover, whilst a benchmark publishable to five decimal places has the benefit of greater
precision, implementing a de minimis rule in respect of such a benchmark is an exercise in
balancing the policy objectives of accuracy (reflecting as many errors as possible) and
consistency (eliminating immaterial and unnecessary re-fixings). In contrast, rounding to three

11

As described above, the equivalent rule is one whereby an error or errors will result in a re-fix only if,
adopting the round-half-up convention, the re-fixed value would be higher or lower than the previous
fixing by at least one tenth of a basis point.
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decimal places will mean that published values will remain “true” notwithstanding de minimis
errors in submissions and will require re-fixing less frequently. We think that this will increase
confidence in the benchmark. On balance we take the view that rounding LIBOR to three
decimal places is a satisfactory way to implement the de minimis threshold discussed above.
(The Administrator will, however, still require Panel Banks to contribute individual
submissions rounded to five decimal places.)
Q5: Do you consider that rounding the published values for LIBOR to fewer decimal places is
a satisfactory way to implement a de minimis threshold? If so, is rounding to three
decimal places the right approach?

“Cut-off”
24.

In order to provide sufficient certainty for the market participants, we think a re-fix policy
should identify a time beyond which no further re-fixing will be published. We refer to this
below as the “re-fix cut-off”. The benchmark Administrator would identify the re-fix cut-off in
its published methodology for rate-setting in accordance with the transparency principle
adopted by national and supranational authorities.

25.

Although a number of different approaches can be adopted to achieve the required level of
certainty (for example, publishing “provisional” values at intervals throughout the day before
publishing the final rate at the re-fix cut-off), we take the view that predictability will be
improved if a policy is adopted of publishing (at most) a single re-fixing at or shortly before the
cut-off. In line with our proposal in paragraph 16 above, re-publication would only occur
where an adjustment proves necessary.

Q6: Do you agree with this proposal to restrict re-fixing to a single re-fix, where necessary, at
the cut-off?
26.

When a bank is late making its submission(s) to LIBOR, the “error” is likely to be apparent at,
or immediately after, 11.00 am. As we mentioned at paragraph 10 above, in most cases the
potential “error” can then be resolved and it will have no impact on the corresponding rate or
rates.

27.

However, a number of other errors are reported by Panel Banks and our experience suggests
that these are likely to be advised to the Administrator between 3.00 pm and 5.00 pm, (although
some will be reported even later).
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28.

The later in the day that the re-fix cut-off is set, the greater the likelihood that any and all
material errors will have come to light by the time the re-fixing occurs and that the re-published
rate will be entirely free of inaccuracies. This consideration militates in favour of a re-fix cutoff at 5.00 pm, or even later.

29.

However, we are aware that late publication may greatly inconvenience some market
participants who have to take account of the re-fixing in calculations for trades and payments
made the same day.12 On balance, therefore, we consider that a re-fix cut-off before 5.00 pm is
a good idea.

30.

We propose a re-fix cut-off of 4.00 pm, which allows for payment and other operational
calculations to take place within both market trading and standard office hours in London
following publication on the Reuters Screen LIBOR01 Page.

Q7: Do you agree that a 4.00 pm re-fix cut-off strikes the right balance between accuracy and
expediency? If not, do you think a re-fix cut-off at 5.00 pm would better serve the
objectives of integrity and transparency? Would you support next-day re-fixing?
Q8: Are you aware of any problems which the proposed 4.00 pm re-fix cut-off may cause for
specific financial activities or contracts? In your opinion, how may these problems best
be mitigated?
31.

We think that the incidence of reported errors being advised to the Administrator after the re-fix
cut-off can be minimised—and the accuracy of the re-fixing improved—by encouraging Panel
Banks to conduct their review processes promptly after the 11.00 am submission deadline and
to report errors before 3.30 pm. We would like to hear from any consultees who take the view
that it is not feasible for banks to identify inaccuracies in their 11.00 am submissions before
3.30 pm the same day.

Q9: Do you take the view that it is feasible for banks to identify inaccuracies in their 11:00 am
12

For example, exchange-traded short-term interest rate derivatives often rely on administrative
procedures whereby the exchange in question is required to establish a final settlement price on the
Last Trading Day in an expiring contract. In calculating that final settlement price, the exchange will
refer to “interest rates for deposits…in the London interbank market at 11 am London time on the Last
Trading Day”. Determination of the final settlement price will occur as soon as reasonably practicable
after termination of trading in the expiring contract on the Last Trading Day and any sums payable by
the contracting parties must be settled early the next day. If “interest rates…at 11 am” is taken to refer
to the re-fixed 11.00 am rate (as to which, see below paragraph 38 and footnote 16), it is clear that
intraday re-fixing may delay the price calculations undertaken by the exchange. It will also
inconvenience parties obliged to effect settlement by 10.00 am the following day. We expect that the
administrative procedures in question and the standard market terms which incorporate them will be
revised for future contracts if intraday re-fixing is introduced.
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submissions before 3.30 pm the same day? If not, what are the reasons for this? Would a
5.00 pm re-fix cut-off better accommodate the review processes involved?

Implementing changes
32.

We are proposing to alter the way in which the published rate is presented (i.e. rounding to
three rather than five decimal places). We do not think this alteration will have material
consequences for market participants given the very small values in question but we propose
nonetheless to observe an appropriate notice period before implementing any changes.

33.

We are also proposing to introduce intraday re-fixing. We set out below a number of reasons
why we think this new policy will not have a significant impact on parties’ existing contracts.
However, we accept that market participants will wish to consider this question for themselves
and, in particular, to take legal advice to determine their rights and obligations in respect of the
re-fixed rate.

34.

We have also highlighted the fact that the timing of the re-fix cut-off may be a material issue
for parties to exchange-traded short-term interest rate derivatives, in particular. We propose,
therefore, to observe an appropriate notice period before introducing any policy of intraday refixing.

Q10: Do you agree that eight weeks is an appropriate notice period for implementing changes
of this kind to LIBOR? If not, what, in your view, would be an appropriate period?

Contracts on market standard terms
35.

In preparing for this consultation exercise, we analysed a variety of market standard form
contracts to determine how they might be affected by the introduction of intraday re-fixing.

36.

In light of our analysis, we concluded that the majority (by value) of existing contracts on
market standard terms stipulate that the rate used to calculate interest payments will be the
initial fixing of the 11.00 am rate. In the case of derivative contracts on ISDA terms,13 for

13

Market standard terms produced by the International Swaps and Derivatives Association. A wide
variety of “over-the-counter” derivative contracts incorporate the ISDA Definitions.
In the case of most centrally cleared over-the-counter derivatives, the terms are, in large part, set by the
rulebook of the central counterparty in question. The definition of the relevant rate is usually very
similar, if not identical, to that provided in the ISDA Definitions.
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example, the relevant rate is usually that which “appears as of 11.00 am on the Reuters Screen
LIBOR01 Page” on any given day. Because of the reference to publication on the webpage, we
interpret a term of this kind as having the effect that interest will be payable according to the
initial fixing published at or about 11.45 am each day.
37.

Standard terms for commercial loans in the U.S and most Floating Rate Notes adopt a very
similar approach. Syndicated loan agreements, which are often drawn up on LMA terms,14
arguably achieve the same result by defining “LIBOR” as the applicable Screen Rate as of
11.00 am and then defining Screen Rate as the rate displayed on the appropriate page of the
Reuters screen.

38.

A slightly more challenging case is presented by the terms of exchange-traded short-term
interest rate derivatives (see footnote 12 above). In calculating the final settlement price on an
expiring contract, the exchange will typically refer to “[BBA LIBOR]…which shall be
calculated by reference to interest rates… in the London interbank market at 11 am London
time on the Last Trading Day”. Taken in isolation, “interest rates…at 11 am” appears to refer
to the actual rate as of 11.00 am (rather than the Screen Rate) and thus to the re-fixed value,
where that is available.

However, these contracts also typically provide for certain

administrative procedures under which price-setting is to occur “as soon as reasonably
practicable after 11.00 hours” and final variation margin payments are to be made in any event
“by 10.00 hours” on the next business day. One may infer from these provisions that the
parties to the contract intended to rely on the rate as it is fixed—and displayed—as of 11.00 am on
the Last Trading Day, in which case the effect of the contract as a whole is that the parties can
disregard any re-fixing published later in the day.15
39.

If the above analysis is correct, this would mean that, under the majority of existing financial
contracts on these or similar market standard terms, the parties could disregard any re-fixing
published later in the day. However, we accept that there may be room for argument on this
point.

14

Market standard terms produced by the Loan Market Association.

15

It seems likely that such administrative procedures and the market standard terms which incorporate
them will be revised for future contracts if the introduction of intraday re-fixing is notified to the
market. See also footnotes 12 above and 16 below.
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Q11: Do you agree with our understanding of market standard terms discussed above: in effect,
allowing the parties to disregard any re-fixing? Are you aware of any other market
standard terms which take a different approach?
40.

If we are correct in our understanding of the way in which standard terms operate, this suggests
that the introduction of intraday re-fixing would have little impact on the way in which existing
agreements, concluded on those terms, are performed.
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Q12: Do you agree that intraday re-fixing would have little impact on parties’ performance of
existing contracts?
41.

One way in which intraday re-fixing might have a greater impact on parties’ performance of
their contracts is if the terms of those contracts are amended or revised. We undertook research
to determine whether or not market participants would be likely to amend contract terms in
order to reflect any re-fixings that occur once the policy is introduced; in effect, to make
interest payable at the re-fixed rate. In the paragraphs which follow, we draw a distinction
between 1) amending the terms of parties’ existing agreements (which commonly incorporate
market standard terms); and 2) revising market standard terms themselves, for the benefit of
parties entering into agreements in the future.

Amending existing agreements
42.

Our research suggested that amending existing agreements would be burdensome and very
time-consuming for the parties. From this we think it reasonable to infer that, in the absence of
any indication that re-fixing will be a common occurrence, contracting parties are unlikely to
seek to amend existing agreements.

Q13: Do you agree that parties to existing agreements are unlikely to amend them to take
account of the introduction of intraday re-fixing?

Revising market standard terms
43.

Our research did, however, indicate that the market standard terms themselves are likely to be
revised to reflect the introduction of re-fixing. This exercise would be undertaken by Trade
Associations and other market representative organisations in consultation with their members.
It would enable market participants to take advantage of the greater accuracy which re-fixing
would achieve by adopting the revised standard terms in respect of future market contracts.

Q14: Do you agree that market participants would expect to revise market standard terms in
order to benefit from more accurate re-fixed interest rates in respect of future contracts?
44.

Having assessed as probable the likelihood that market standard terms would be revised to
reflect the introduction of re-fixing and that these revised terms would be incorporated into
future contracts, we tried to identify any problems that might arise as a result of such a shift in
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market practice.
45.

We concluded that an orderly transition by the relevant markets would not give rise to any
significant problems for market participants (beyond the operational difficulties noted above
which may be faced by participants and agents making intraday payment calculations). 16
However, we observed that a disorderly transition in which revised terms are incorporated into
contracts haphazardly could give rise to difficulties in matching back-to-back contracts. We
took the view that this problem could be avoided by ensuring that revised market standard
terms are introduced to the market at the same time for different financial instruments. We
believe that the Trade Associations and market representative organisations responsible for the
standard terms in question will be willing to co-ordinate with one another to achieve this
objective.

Q15: Do you agree with our assessment that the revision of market standard terms to reflect
the introduction of intraday re-fixing need not give rise to significant problems in the
context of an orderly market transition?
Q16: Do you foresee any problems which we have not taken into account?

Concluding remarks
46.

The principles set down by the Wheatley Review, IOSCO and ESMA/EBA stipulate that
benchmark administrators must ensure that their benchmarks are as transparent and accurate as
possible. As part of our commitment to these principles, we propose to introduce intraday refixing.

47.

The monitoring and scrutiny we have undertaken since April this year suggests that, whilst it
does not happen frequently, errors can occur in LIBOR calculations and submissions. In the
few instances where errors have occurred since the beginning of April, the impact has been
minimal and in most cases would not have affected the published rate significantly.
Nonetheless, we take the view that a policy of intraday re-fixing would accord with
international guidelines and bolster the integrity and credibility of the rate in markets in the UK
and overseas.

16

See above, footnote 12 and paragraph 38. If the definition of the futures contract final settlement price
refers to the re-fixed 11.00 am rate (whether as the result of revisions to the terms or otherwise), it is
clear that intraday re-fixing may delay the variation margin calculations undertaken by the exchange.
It will also inconvenience the parties obliged to effect settlement by 10.00 am on the following
business day. Presumably this difficulty can be ameliorated by further revisions to the price-setting
and settlement provisions.

14

48.

Our research indicates that the introduction of intraday re-fixing is unlikely adversely to affect
contractual integrity or to give rise to legal issues under contracts on the most common market
standard terms. Difficulties may arise, however, if some standard terms are revised to reflect
the re-fixed rate while others are not, as this may possibly produce a mismatching of back-toback contracts. Some thought should also be given to price-setting mechanisms and settlement
obligations under certain exchange-traded short-term interest rate contracts.

49.

The final section of this consultation paper sets out specific questions which expand on the
issues considered earlier in this paper. We welcome your comments on our proposal for a refix policy.

SECTION C-Consultation Questions
1.

In principle, do you support the introduction of re-fixing for LIBOR, in line with
international standards on the accuracy and transparency of financial benchmarks?

2.

Re-publication should occur only on occasions where an adjustment proves necessary and the
initial fixing published at or about 11.45 am each day should continue to be presented as the
“final” rate to all intents and purposes. Do you agree the initial fixing published at or about
11.45 am each day should continue to be presented as the “final” rate?

3.

We propose to establish a de minimis threshold for re-fixing below which errors will be
disregarded. Do you consider that observing a de minimis threshold (and ignoring errors
below that threshold) is a good idea when implementing re-fixing?

4.

We think that that a fair and reasonable de minimis policy would eliminate errors with an
impact smaller than one tenth of a basis point. Do you agree that this would achieve an
acceptable de minimis threshold for errors? If not, what threshold would you like to see?

5.

A de minimis threshold of this kind can be achieved by rounding published values, as they
appear on the Reuters Screen LIBOR01 page, to three decimal places. At present LIBOR is
publishable to five decimal places. Do you consider that rounding the published values for
LIBOR to fewer decimal places is a satisfactory way to implement a de minimis threshold?
If so, is rounding to three decimal places the right approach?

6.

Predictability will be improved if a policy is adopted of publishing (at most) a single re-fixing
at the cut-off i.e. a time beyond which no further re-fixing will occur. Do you agree with this
15

proposal to restrict re-fixing to a single re-fix, where necessary, at the cut-off?
7.

The later the re-fix cut-off is set, the greater the likelihood that any material errors will come to
light; this objective must be balanced against the desirability of minimising operational and
practical inconvenience for market participants. Do you agree that a 4.00 pm re-fix cut-off
strikes the right balance between accuracy and expediency? If not, do you think a re-fix
cut-off at 5.00 pm would better serve the objectives of integrity and transparency? Would
you support next-day re-fixing?

8.

Are you aware of any problems which the proposed 4.00 pm re-fix cut-off may cause for
specific financial activities or contracts? In your opinion, how may these problems best
be mitigated?

9.

We think that the incidence of reported errors being advised to the Administrator after the re-fix
cut-off can be minimised by encouraging Panel Banks to conduct their review processes
promptly after the 11.00 am submission deadline and to report errors before 3.30 pm. Do you
take the view that it is feasible for banks to identify inaccuracies in their 11:00 am
submissions before 3.30 pm the same day? If not, what are the reasons for this? Would a
5.00 pm re-fix cut-off better accommodate the review processes involved?

10.

Our proposal will alter the times at which LIBOR is fixed and the format in which it is
published. We propose to observe an appropriate notice period before implementing any
changes. Do you agree that eight weeks is an appropriate notice period for implementing
changes of this kind? If not, what, in your view, would be an appropriate period?

11.

If our analysis (at paragraphs 35 to 38 above) is correct, under most existing contracts on
market standard terms, the parties could disregard any LIBOR re-fixing published later in the
day. Do you agree with our understanding of market standard terms: in effect, allowing
the parties to disregard any re-fixing? Are you aware of any other market standard
terms which take a different approach?

12.

Do you agree that intraday re-fixing would have little impact on counterparties’
performance of existing contracts?

13.

In the absence of any indication that re-fixing is likely to be a common occurrence, parties are
unlikely to seek to amend existing agreements.

Do you agree that parties to existing

agreements are unlikely to amend them to take account of the introduction of re-fixing?
14.

Market standard terms themselves are, however, likely to be revised to reflect the introduction
of re-fixing. This would enable market participants to take advantage of the greater accuracy
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which re-fixing would achieve by adopting the revised standard terms in respect of future
market contracts. Do you agree that market participants would expect to revise market
standard terms in order to benefit from more accurate re-fixed interest rates in respect of
future contracts?
15.

An orderly transition by the relevant markets would not give rise to any significant problems
for market participants. We believe that the Trade Associations and market representative
organisations responsible for the standard terms in question will be willing to co-ordinate with
one another to achieve this objective. Do you agree with our assessment that the revision of
market standard terms to reflect introduction of intraday re-fixing need not give rise to
significant problems in the context of an orderly market transition?

16.

Do you foresee any problems which we have not taken into account?
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