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Retail investor sentenced for false trading

An investor, Mr Tsui Hon Wai, was today sentenced to 120 hours of community service after pleading
guilty at the Eastern Magistracy to 22 charges of false trading contrary to the Securities and Futures
Ordinance.

The court also ordered Tsui to pay the Securities and Futures Commission’s (SFC) investigation costs
of $60,206.

An SFC investigation found that on various days between July and October 2008 through the
securities accounts of his wife, his mother-in-law and himself, Tsui traded actively in the shares of
Ching Hing (Holdings) Limited, Co-Prosperity Holdings Limited, Shanghai Fudan Microelectronics
Company Limited and Zhejiang Yonglong Enterprises Company Limited.

There were a large number of matched trades and some wash sales among the securities accounts.
The total turnover of the four securities dropped by over 50% on the days when Tsui did not trade
(Note 1).

The SFC contended that Tsui intended to create a false appearance of active trading in the counter to
attract buyers to the stock so he could sell out at better prices than otherwise he would have been

able to achieve. In short, Tsui created a false market for the shares deceiving innocent buyers into
thinking there was real liquidity for the shares when, in fact, there wasn't.

End
Note:

1. Matched trades are trades between parties who are acting in concert. A wash trade is a transaction
that does not involve the change of beneficial ownership of the shares, i.e. a person buys from himself.
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