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DBB LAW 

UK Financial Conduct Authority imposes record fines in relation to the G10 spot foreign 
exchange market – Implications for an EU Competition law investigation and future litigation 

The UK’s Financial Conduct Authority (“FCA”) has imposed fines totalling £1,114,918,000 ($1.7 billion) 
on five banks for failing to control business practices in their G10 spot foreign exchange (FX) trading 
operations. (The FCA’s investigation with regard to Barclays Bank Plc is not concluded and the FCA 
states that it will progress its investigation into that bank.) 

The fines imposed are as follows: Citibank N.A. £225,575,000 ($358 million), HSBC Bank Plc 
£216,363,000 ($343 million), JPMorgan Chase Bank N.A. £222,166,000 ($352 million), The Royal 
Bank of Scotland Plc £217,000,000 ($344 million) and UBS AG £233,814,000 ($371 million) (‘the 
Banks’). (Swiss and US regulators, acting in parallel regulatory proceedings, also imposed fines.) 

The FCA found that: “Between 1 January 2008 and 15 October 2013, ineffective controls at the Banks 
allowed G10 spot FX traders to put their Banks’ interests ahead of those of their clients, other market 
participants and the wider UK financial system. The Banks failed to manage obvious risks around 
confidentiality, conflicts of interest and trading conduct.” 

Competition Law & Exchanges of Information 

The final notices setting out the financial penalties state, amongst other things, that there was: 

“Inappropriate sharing of confidential information, (…) with traders at other firms, including 
specific client identities and, (…) information about client’s orders”.  

Traders used private on-line “chat rooms” for this purpose. It will be recalled that, as a matter of EU 
competition law, exchanges of information can constitute a concerted practice if they serve to reduce 
uncertainty. The Commission stated in its guidelines on horizontal agreements (Guidelines on the 
applicability of Article 101 TFEU to horizontal co-operation agreements, OJ C11, 14 January, 2011) 
(the “HGLs”) that: 

“When a company receives strategic data from a competitor (be it in a meeting, by mail or 
electronically), it will be presumed to have accepted the information and adapted its market 
conduct accordingly unless it responds with a clear statement that it does not wish to receive 
such data”. (HGLs §62 & Hüls AG v Commission Case C-199/92, 1999 I-04287).  

EU Competition Investigation? 

After initial reports, in October 2013, that activity which could amount to a “violation of competition 
rules around the possible manipulation of types of exchange rates” had been brought to the 
Commission’s attention. (See: http://www.ft.com/intl/cms/s/0/1215f8cc-2f6d-11e3-8b7e-00144feab7de.html#axzz3IrJ0re5m 
http://www.bloomberg.com/news/2013-10-07/eu-starting-inquiries-into-currency-manipulation-almunia-says.html ) It was suggested 
that UBS AG may have sought immunity from the EU competition authorities for foreign exchange 
market practices concerning the WM/Reuters benchmark rates. (http://www.bloomberg.com/news/2014-04-02/ubs-
said-poised-to-receive-eu-immunity-in-currency-rigging-probe.html).  

In any event, on October 16th, 2014, Mr Joaquín Almunia, the outgoing EU Competition 
Commissioner, confirmed that the decision on whether to open a formal investigation into banks 
suspected of manipulating foreign exchange rates would be taken by his successor, Denmark's former 
economy minister, Margrethe Vestager. (http://www.reuters.com/article/2014/10/16/eu-almunia-investigations-
idUSL6N0SB2YC20141016 ). 

In the meantime, a ‘Fair and Effective Markets Review’ (“FEMR”) was initiated in the UK, in June 2014, 
at the instigation of Chancellor, George Osborne. (http://www.bankofengland.co.uk/markets/Pages/fmreview.aspx) Its 
objects are: 

! To reinforce confidence in the fairness and effectiveness of wholesale financial market activity conducted 
in the United Kingdom; & 

! To influence the international debate on trading practices, including highlighting issues that can only be 
addressed through co-ordinated international action. 

Potential repercussions 

Even if the EU does not launch a formal investigation, neither today’s actions by the FCA, nor the 
FEMR, is likely to prevent private follow-up litigation against the banks concerned. 

The G10 currencies are US dollar, Euro, Japanese yen, British pound, Swiss franc, Australian dollar, New Zealand dollar, Canadian dollar, Norwegian krone 
and Swedish krona. Spot FX describes the exchange of two currencies (a currency pair), where the price (exchange rate) is agreed today and ownership is 
transferred shortly thereafter (usually two business days from the trade date).  


