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OO00000000O German regulators are investigating
Citigroup for possible market manipulation in the eurozone
government bond futures market, people familiar with the probe said
yesterday. 0 0 0 000000000000 O0OOOOOO
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OBafin0 D00 O000O0OOONOOO Bafin, the German
financial market regulator, is thought to be nearing the conclusion of
an inquiry into whether Citigroup’ s bond traders manipulated the
Bund futures market on the Eurex exchange last summer. Its
Investigation has been co-ordinated with a separate inquiry by the
Financial Services Authority of the UK into Citigroup’ s bond
tradesinthecashmarket D U OO0 OO0 OO0 O0O0OOoOOO
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(I If the German regulator finds evidence of market manipulation,
Citigroup could face a lawsuit and the ire of European governments,
which pay large fees to the bank for underwriting their syndicated
debtissues. 1 D 0000000 ODOOU0OOOOODOOOOO
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(1170000 O O (0O 220000 O O ) O O O Controversial bond
trades by the US investment bank in the cash market have been
under investigation by several European market watchdogs since
August, when it caused an estimated amp.euro.11bn of their bids
almost simultaneously on a pan-European trading platform,. (1 [ [
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[ O (Citigroup International)d U 0O O O O O amp.euro.11bn sell
orders, causing rival banks to hedge their exposure in the Eurex
market for German government bonds by selling the futures. About
a half-an-hour later, Citigroup bought back &amp.euro.7bn of the
bonds, raising suspicions of market manipulation. U U O 0O O O O
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000000000 Aninquiry into possible manipulation on
the Frankfurt-based Eurex exchange would be likely to centre on
trades preceding the EuroMTS sweep. The results of the German and
FSA investigations are expected to be announced within the next few
weeks. The UK regulator has said Citigroup could be fined if



evidence of market abuse is found. Citigroup declined to comment.
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