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SFC suspends Ernest Ho Gar Fai for four months

24 Mar 2016

The Securities and Futures Commission (SFC) has suspended Mr Ernest Ho Gar Fai for four months
from 24 March 2016 to 23 July 2016 (Note 1).

The SFC investigation found that from September to December 2013, Ho allowed a client, who is his
mother’s friend, to trade in futures contracts through his mother’s account held with Fulbright
Futures Limited (Fulbright Futures). He also failed to properly receive and keep records of the
client’s order instructions.

Although Ho’s mother allowed the client to trade through her futures account, it is inexcusable for Ho
to have allowed the trades to be conducted in such a way. Ho’s conduct falls short of the standard
set out in the Code of Conduct and casts doubt on his fitness and properness as a licensed person
(Note 2).

In deciding the sanction, the SFC took into account all relevant circumstances, including that Ho had
no previous disciplinary record with the SFC.

End
Notes:

1. Ho is licensed under the Securities and Futures Ordinance to carry on Type 1 (dealing in securities) and
Type 2 (dealing in futures contracts) regulated activities, and has been accredited to Fulbright Securities
Limited for Type 1 regulated activity and Fulbright Futures Limited for Type 2 regulated activity since
2007.

2. General Principle 2 (diligence) of the Code of Conduct for Persons Licensed by or Registered with the
Securities and Futures Commission provides that a licensed person should act with due skill, care and
diligence in conducting business activities. Among others, paragraph 3.9 provides that licensed person
should record and immediately time stamp records of order instruction particulars, and paragraph 5
provides a licensed person should take steps to establish the true and full identity of each client, and
before effecting a transaction, be satisfied on reasonable grounds as to the identity of the person
ultimately responsible for originating transaction instructions and the identity of the person who stand to
gain the commercial or economic benefit and/or bear the commercial or economic risk of the transaction.

A copy of the Statement of Disciplinary Action is available on the SFC website
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STATEMENT OF DISCIPLINARY ACTION

The Disciplinary Action

1.

The Securities and Futures Commission (SFC) has suspended the licence of
Mr Ernest Ho Gar Fai (Ho) as a representative in all regulated acitivites for four
months pursuant to section 194 of the Securities and Futures Ordinance (SFO).

Ho is licensed under the SFO to carry on Type 1 (dealing in securities) and
Type 2 (dealing in futures contracts) regulated activities, and has been
accredited to Fulbright Securities Limited for Type 1 regulated activity and
Fulbright Futures Limited (Fulbright Futures) for Type 2 regulated activity
since 2007.

The SFC found that from September to December 2013 (the Material Period),
Ho allowed a client to trade futures contracts through his mother’s account held
with Fulbright Futures. He also failed to properly receive and keep records of
the client’s order instructions.

Ho’s conduct falls short of the standard set out in General Principle 2 (diligence)
and paragraphs 5 and 3.9 of the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission, and casts doubt on
his fitness and properness as a licensed person.

Summary of facts

5.

In March 2014, the SFC received complaints from a client of Fulbright Futures
alleging, among other things, that Ho traded in futures contracts for her and
caused her to suffer trading losses. During the Material Period, Ho was the
account executive responsible for handling the client’s account.

According to Fulbright Futures’ records, there has been no trading activities in
the client’'s account since March 2013. However, the statements and trading
records of Ho’s mother’s account show two September 2013 Hang Seng Index
Futures contracts (Futures Contracts) were sold on 2 September 2013.
These two Futures Contracts were rolled over to the next trading month in
September, October and November 2013. Eventually, two December 2013
Futures Contracts were bought on 13 December 2013. Telephone recordings
show that Ho and his assistant telephoned the client on 2 September 2013 and
13 December 2013 to confirm with her the relevant trades.

Ho admitted he provided the client with the login details for his mother’s internet
trading account. The client used the login details to access Ho’s mother’s
account on 17 December 2013 to buy one and sell one December 2013 Futures
Contracts. Ho acknowledged that he had lent his account and his mother’'s
account to the client to conduct trading from as early as August 2013 because
the client’s account did not have sufficient funds for trading. The evidence
suggests Ho’s mother had allowed the client to trade through her account.

Ho claimed that he took the client's instructions using a mobile phone
communication application and did not immediately call back to the firm’s



telephone recording system after receiving the client’s order instructions. He
could no longer produce the records of the order instruction messages because
he changed his mobile phone and did not keep a backup record of the
communication history.

Conclusion

9.

10.

11.

12.

13.

Under paragraph 5 of the Code of Conduct, Fulbright Futures is required to,
among others, take steps to establish the true and full identity of each client,
and before effecting a transaction, be satisfied on reasonable grounds as to
the identity of the person ultimately responsible for originating transaction
instructions and the identity of the person who stand to gain the commercial or
economic benefit and/or bear the commercial or economic risk of the
transaction.

Although Ho’s mother allowed the client to trade through her futures account,
it is inexcusable for Ho to have allowed the trades to be conducted in such a
way. By “lending” his account and his mother’s account to the client, Ho’s
conduct had the effect of leading Fulbright Futures to believe the client’s trades
in Ho’s account and his mother’s account were Ho’s and his mother’s trades.
Ho’s conduct was neither in the interest of Fulbright Futures, his mother, nor
the client.

Paragraph 3.9 of the Code of Conduct provides, among others, that licensed
person should record and immediately time stamp records of order instruction
particulars. In particular, the paragraph makes it plain that the use of a mobile
phone to receive client order instructions is strongly discouraged. In the event
that orders are accepted by a mobile phone outside office premises, the
licensed representative should immediately call the licensed entity’s telephone
recording system and record the time of receipt and other relevant order details.

In the circumstances, Ho’s failure to keep a proper record of client order
instructions has cast doubts on his fitness and properness.

In coming to the decision to take disciplinary action against Ho as set out in
paragraph 1 above, the SFC took into account all relevant circumstances,
including Ho’s clean disciplinary record at the time of the misconduct.
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