The investigation of Libor rigging started with the
U.S. Commodities Futures Trading Commission, and
covers at least the period 2005-09. The number of banks
which have admitted that they are under investigation
include, besides Barclays: Citibank, JPMorgan Chase,
HSBC, Royal Bank of Scotland, UBS, and Deutsche
Bank(-Morgan Grenfell). In addition, Swiss authorities
are investigating manipulation of the Euribor lending
rate by UBS, which has taken the first steps toward admitting and settling. And there will be more.
Amid this welter of underfunded civil probes—Barclays was investigated for more than four years before
the DoJ’s mild settlement—12 U.S. Senators issued a
demand July 12 that the investigations be criminal as
well as civil, and potentially include investigations of
regulators (including Geithner) who abetted this immense, years-long series of crimes.
Through the mid-1980s, long-term interest rates—
like those on state or municipal bonds—were based on
prime rates set by central banks. After Libor was
launched and took off from the financial deregulation
of the mid-1980s, the importance of prime rates withered away, supplanted by the untraceable, daily variable, bank-riggable Libors. By 2000, the Fed and other
central banks had started to ritually pronounce that they
had “no control or influence over long-term rates.” Issuers of long-term bonds were at the mercy of the
megabanks’ Libor, and the ratings agencies’ dicta on
how much “above Libor” they would have to pay to
borrow.
The Libor rates for overnight, one-month, threemonth, and one-year interbank lending are essentially
set by 18 megabank members of the British Banking
Association (see box). They gave the original meaning
to the term “liars’ loans” from the mortgage meltdown.
These banks simply state, every day, what interest rate
they claim they would pay if they were borrowing, say,
3-month interbank money that day. If they do borrow,
they can submit documentation of that; but if they don’t
do so, their statement is accepted at face value, as long
as it’s not too far out of line with the other megabanks’
statements. Then, Thompson-Reuters, the British version of the Bloomberg financial data firm, “calculates”
the rate for that day. And thus do hundreds of trillions of
dollars of interest-rate swaps, other derivatives, and
variable-rate loans of every conceivable kind the world
over, receive their borrowing rate.
Since 2000, with long-term fixed rates washed
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away, and even ultrashort discount rates being pushed
way up, then way down, then up again, by Alan Greenspan, states, cities, and public authorities the world over
were buying “interest-rate swaps” and related derivatives from the megabanks. They were sold as “protection” from the wildly fluctuating Libors which threatened to send these agencies’ bond-interest costs
sky-high. They had virtually no choice but to issue
floating-rate bonds and buy “rate swaps.”
The swaps were based on Libor rates, in bet-counterbet schemes and formulas so complicated, that public
treasurers could not understand them, and were lied to
about them by the salesman-banks.
These swaps then became the instruments of the
municipalities’ destruction, when instead, Fed chairman Ben Bernanke, beginning early 2007, plunged
short-term rates to virtually zero, and the Libor was
pushed dramatically downward by what is now exposed as criminal rigging of the rates by the banks—in
order to get themselves bailed out from the 2007-08
crash.
The interest-rate swaps contracts required the municipalities to issue bonds with initially low interest

Liborgate: Who Fixes
The Libor Rate?
The Board of the rate-setting British Bankers Association (BBA) is made up of senior executives of
the following 12 banks:
Barclays Bank plc
BNP Paribas
Citibank NA
Credit Suisse
Deutsche Bank AG
Hampshire Trust plc
HSBC Bank plc
JP Morgan Europe Limited
Lloyds Banking Group
Santander UK plc
Standard Chartered Bank
The Royal Bank of Scotland plc
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