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The global fhancial crisis: the case for a stronger criminal response

the FSA hasred three major banks for their part in the UBS and Adoboli

scandal, as outlined below. On 14 September 2011, UBS became aware that substantial

unauthorised trades had been carried out on its Exchange
Traded Funds desk. It subsequently transpired that one of
On 27 June 2012, the FS/Aéd Barclays £59.5m for breach- the junior traders, Kweku Adoboli, had amassed losses of

ing Principles 2, 3 and 5 of the P¥Bn particular, the FSA US$2.3bn. Mr Adoboli had concealed the losses by using
found that: bctitious offsetting trades, which appeared to betpbié

On 20 November 2012, Mr Adoboli was convicted of two

1. until December 2009, Barclays had no spesystems  counts of fraud by abuse of position and sentenced to 7 years®

and controls relating to its LIBOR submissions procességiprisonment. Five days later, the FS#etb UBS £29.7m

2. after that date, Barclays failed to keep its systems and césr breaching Principles 2 and 3 of the PfEh particular,
trols under review; and the FSA found that:

3. Barclays failed to deal with the problems internally wherl

these were I8t escalated in 2007 and 2008. '

Barclays

although the OOperations DivisionO was established in
order to Omaintain an appropriate and robust control
Barclays was alsmdal US$200m by the US Commodity environmentO it developed a culture of helping the

Futures Trading Commissiband US$160m by the United traders, which impeded its compliance function;

States Department of Jusfice. 2. between 23 June and 15 July 2011, the Exchanged Traded
Funds desk breached the desk risk limits set by the Desk

UBS Supervisor a total of four times. On one of these occa-
sions, the Desk Supervisor congratulated the desk for the

On 19 December 2012, the FSAéd UBS £160m for prokts made; and

breaching Principles 3 and 5 of the PTBie FSA found that: 3. Mr Greenidge, who supervised Mr Adoboli, failed to
challenge him even when the relatively junior trader told
him of a daily loss exposure of $200m, four times the
then-maximum.

OUBS breached Principle 3 during the Relevant Period by
failing to take reasonable care to organise and control its
affairs responsibly and effectively with adequate risk man-
agement systems, in relation to its LIBOR E submissions
process.The duration and extent of UBSOs misconduct was
exacerbated by these inadequate systems and céntrols.O

UBS was alsored US$500m by the US Department of
Justick US$700m by the Commodity Futures Trading
Commissiof and CHF60m by the Swiss Financial Market
Supervisory Authoriti?

RBS

On 6 February 2013, the FSAn&d RBS £87.5m for
breaching Principles 3 and 5 of its BfBhe FSA particu-
larly highlighted the fact that:

1. prior to March 2011, RBS failed to implement adequate
risk management systems and controls in relation to its
LIBOR submissions process;

2. following that date, RBS failed to ensure that its risk
management system speelly addressed the risk that
derivatives traders may seek taigfice submissions; and

3. RBSfailed to manage the relevant business areas appropri-
ately. For example, managers were aware that derivatives
traders were acting as substitute submitters but failed to
resolve the problem internally.

The US Commodities Futures Trading Commissiaredb
RBS US$325m2 RBS was alsorfed US$150m by the US
Department of Justiéé.

Against this background, we question whether it is right that financial
institutions such as Barclays, UBS and RBS should avoid criminal
responsibility for their failure to implement and maintain adequate
systems and controls to prevent the commission of serious criminal
conduct by their employees in relation to the financial markets.
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high levels of interest. The FSA found that between August
2007 and February 2009 Cattles had engaged in market
abuse. The companyOs 2007 Annual Report stated that only
£0.9bn of Welcome Financial ServicesO approximately £3bn
loan book was in arrears. If accounting standards had been
properly applied the correcgbre would have been £1.5bn.
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