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SFC suspends Ku Yuen Leung for 18 months

23 Aug 2016

The Securities and Futures Commission (SFC) has suspended the licence of Mr Ku Yuen Leung, an
account executive of BOCOM International Securities Limited (BOCOM), for 18 months from 23
August 2016 to 22 February 2018 for engaging in manipulative activities (Note 1).

The disciplinary action follows an SFC investigation which found that between 5 and 26 November
2010, Ku created a false or misleading appearance in the market with respect to the shares of
Agricultural Bank of China Limited (ABC) by placing large-sized bid orders for ABC shares to drive up
the prices of five related call warrants (Note 2).

All the bid orders in ABC shares which were cancelled immediately after Ku sold the related warrants
at inflated prices for profit were apparently not driven by genuine demand but intended to influence
the market making decision of their liquidity providers.

Ku made a gross profit of $15,500 from trading the warrants.

In deciding the sanction, the SFC is of the view that Ku’s misconduct has undermined the integrity of
the market and that he is not a fit and proper person to remain licensed.

Ku, who had applied to the Securities and Futures Appeals Tribunal (SFAT) for a review of the SFC’s
sanction, was granted leave to withdraw his appeal on 23 August 2016 (Note 3).

End
Notes:

1. Ku 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. He ceased to be accredited to BOCOM
International Securities Limited on 28 July 2016.

2. The five call warrants involved were: DB-AGBK@EC1105A, DB-AGBK@EC1104, CS-AGBK@EC1104C, CS-

AGBK@EC1104D, and CS-AGBK@EC1103B.
3. Please see SFAT Application No. 5 of 2016 published on the SFAT’s website at www.sfat.gov.hk.

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 Mr Ku Yuen
Leung (“Ku”)! for a period of 18 months pursuant to section 194(1)(i) of the
Securities and Futures Ordinance (“SFQO”).

2. The SFC found that Ku has created a false or misleading appearance,
between 5 and 26 November 2010 (“Relevant Period”), with respect to the
market for the shares of Agricultural Bank of China Limited (stock code:
01288) (“ABC”), a misconduct prohibited under sections 274(1)(b) and
295(1)(b) of the SFO.

3. Ku’s conduct was in breach of General Principle 1 of the Code of Conduct for
Persons Licensed by or Registered with the SFC (“Code of Conduct”).

Summary of Facts

4. Ku, an account executive (“‘AE”) accredited to BOCOM International
Securities Limited (“BOCOM”), was authorised by his brother-in-law to
manage his securities trading account maintained at BOCOM (“the Account”)
at all material times.

5. Ku placed a total of 21 large-sized bid orders, ranging from 2,000,000 to
3,000,000 ABC shares, at the best bid price on 8 days during the Relevant
Period in the Account. Ku cancelled these 21 orders shortly, at most 16
seconds after input. The placement and cancellation of the large-sized bid
orders are closely connected to Ku’s trading of five call warrants related to
shares of ABC? (“Call Warrants”).

6. The trading of the Call Warrants and the placement of the large-sized bid
orders indicates that Ku was manipulative. The modus operandi is that:

(@) Ku first bought the Call Warrants by taking up the best ask order in the
market;

(b)  Ku then placed an ask order at one spread higher to sell the same
guantity of the Call Warrants he just purchased and large-sized bid
orders for ABC shares at the best bid price;

(c) Ku's ask orders of the Call Warrants would be executed if the
large-sized bid orders for ABC shares drove up the price for the Call
Warrants; and

(d) once the ask orders of the Call Warrants were executed, Ku cancelled
the large-sized bid orders for ABC shares.

7. Ku made a gross profit of $15,500 from trading the Call Warrants.

1 Ku 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. He ceased to be
accredited to BOCOM International Securities Limited on 28 July 2016.
2 The five call warrants involved were DB-AGBK@EC1105A (stock code: 25450),
DB-AGBK@EC1104 (stock code: 25795), CS-AGBK@EC1104C (stock code: 26449),
CS-AGBK@EC1104D (stock code: 26498), CS-AGBK@EC1103B (stock code: 25610).
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As a licensed person, Ku had a duty to act in the interests of market integrity.
Ku’s conduct undermined the integrity of the market by creating an
appearance of artificial demand. Ku should not have interfered with the
impartiality and objectivity of the normal price formation process for the Call
Warrants.

Conclusion

9.

10.

Having considered all the circumstances, the SFC is of the view that Ku had
been guilty of misconduct and is not a fit and proper person to remain or be
licensed. His conduct is against General Principle 1 (Honesty and Fairness)
of the Code of Conduct. In light of the above, the SFC decided to take the
disciplinary action against Ku.

In determining the appropriate sanction, the SFC took into account all relevant
circumstances, including:

(a) that the concerned market-manipulative order-placing conduct was not a
one-off event but was observed over a period of almost one month
involving one stock and five call warrants;

(b) Ku’s conduct is very serious as it misleads investors and damages
market integrity;

(c) Ku’s remorse and acceptance of his misconduct;
(d) Ku’s otherwise clean disciplinary record; and

(e) that a strong message needs to be sent to the industry that market
manipulation is a very serious matter and will not be tolerated, and a
licensed representative who engages in such conduct will be subject to
sanctions that are commensurate with his/her misconduct.
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It was not "artificial" in the sense that the bids could have been hit by any seller. The queues should not be seen as measures of demand/supply but as a series of binding bids/asks. There are usually others willing to buy or sell who do not display their demand or supply but just hit the best ask or bid when they want to trade. If liquidity providers (or their algorithms) choose to change their quotes based on the queues that is a commercial decision for them.


BRI i S A AR IR 88 | R OB R R A

EE v FRIRIRZAAT » BTRIRT o BTASTERS

B B TR P B A L A R R 1.8 1

201648}]23H

B MINEREEEZAY (FEE) FREREEESERATE PR () BTG rE B e fm ey H
fRAR ) ZiiasE H , 201648 H23H %20184F2 H22H 1 (7F1) »

O A A BRI LR TR . SRR, WE20104E11 H5 HE26 HIA], Bt B S AR T IR A PR
" (BT Bt KR E, ?ﬁﬁﬁﬁﬂ?%ﬂ%iﬁ?ﬁ%ﬁ%%%ﬂ% W Bk e g, AR S TR
FEREE RS (RE2) -

T LA R SRR LA B e R R (S 2V BB I RS SRA TR B, AR, S BRI AR R R, TRy
TR R A E R A MR

o i I R S S T 15,500 0 EF
R E SR, AT A E T A TR E I BRRAEME, R0 AR T R T s

I B S A M LR ROR (LR EOR) RINAI S, 142016 4F8 23 M ERFEEUE
RO EFF GiE3) -

dl

et

1. iR GRS MWEGED e flaﬁu (WHELY) KE28 (MEARIKS) ZHETEH. i
H20164F7 H28 Hit, N IR A IR AR

2. GRS 4 DB-AGBK@EC1105A. DB-AGBK@EC1104. CS-AGBK@EC1104C. CS-

AGBK@EC1104D }.CS-AGBK@EC1103B.
3. FHSBIHIA LR EEUEMS (www.sfat.gov.hk) R EFREEIE AR (AiS%: 20164E4855F) .

A B A B 5 Bl T S B A

AR AL : 201648/ 24H

http://www.sfc.hk/edistributionWeb/gateway/TC/news-and-announcements/news/doc?refNo=16PR82[25- Aug-2016 09:58:17]


http://www.sfc.hk/web/TC/
http://www.sfc.hk/web/TC/news-and-announcements/
http://www.sfc.hk/web/TC/news-and-announcements/news/
http://www.sfc.hk/web/TC/news-and-announcements/news/
http://www.sfat.gov.hk/

CEEITEEY

BT TTE
1. ErEEEEEREY GEEY) R GErRIUERE) % 194(1)0)FF

M e R () "R > Rl 18 (& A -

Ao g s 0 E{E 2010 £ 11 1 5 2 26 HHAR CARNHAR ) LBl ERTT
B AIRAE (BSESRIT) (BEHR5% - 01288) Bniymiss » &l T e
AREVERIRSR - AT Rtk (R RSTEIRET) 56 274(1)(b) ke 295(1)(b)FRFT
BAERIRET R -

EHTRIER T (B4R SRS B a RS RREr) (8
SPER)) 55 1 I8 HEH] -

BEHEE

4.

&S

EERRE SRR AR A (RRERRE ) 1Y —RF P2 - ERTA RIS
[l JEHR R BB M A SRR BAII IR F X A IRE (MR ©

AR /P » 1EWR P AR B A BRI (TR £ 2 el 21

(EKARELAY » i 117 2,000,000 L2 3,000,000 3.2 ] - e A T Ll 21

EHERAETA (B2 16 ) BREFEDY RS EERIIE RS

BRSBTS SRR (ENBMERE) I (T3 SR B -

SR E R RIS BRI B IRAME « DT RIS

L

() B ETSLIRATT, LRSI LB A GBS

(b) £tk A5 L A A B — B oy O S AP D B R 2
SR LR B AR AR 58 K AT -

() ERIRTRA K AR EAR DR RS » R S
FEH(T &

() — BRSBTS 0N AR TR A

e

mE A EE RS €S T 15,500 JTHYEA] -

EE RN - BEELIERTI RN T ZTTE - HHIT RIEE IR
SKHVRS - BE T HSHERRRME - S A E TR IR e (E R
RVAE &S TG

VAR (G IR RET) SR T 1 (B2 ) KGR 2 B (R AR S) 2

AUETES) - filH 2016 457 H 28 Mt > A ARRE RIS AIRAF] -

2 2 AR RS By DB-AGBK@EC1105A ( i f53f{3% : 25450 ) - DB-AGBK@EC1104
(B3R5  25795) « CS-AGBK@EC1104C ( f {7355 : 26449) - CS-AGBK@EC1104D
(B3 fR55% - 26498) k2 CS-AGBK@EC1103B ( ff7fti5 : 25610) -

1



10.

samn g EHE AT R EIRARETTR  WIEESIE R SERS
SERRAIEE NEE - AT Rt S (RSFHEA) 28 1 IR —fERRAT GRE R P ) -
S SR - 56 S PR R o 1T

A EATE B E R - EFEEIFTAMERIEN - B ERs

(@)

(b)
(c)
(d)
(€)

AR SRR T Rl IR — B BRI —E A B R — &k
ST SRS R BT Ry

mIT RIFE BRE - FEREREE  INEF ISR |
EARRHATRRE - WHILEERYE |
ERIEESE i WE T g w2 4

AREEFETELRIAEE - FEILRIHRGE TSR P BEEE » &
FEHIEE > MEEAREKET BFHRRRE RS Z 2 ERIHE -



	www.sfc.hk
	News

	Statement of Disciplinary Action

	證監會暫時吊銷古苑良的牌照18個月 | 證券及期貨事務監察委員會
	http://www.sfc.hk/edistributionWeb/gateway/TC/news-and-announcements/news/openAppendix?refNo=16PR82&appendix=0




