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Agenda

1. Increased risks of market misconducts
2. Current Focus of SESC




SESL)

"for inwvestors, with investors"™

1 Increased risks of market misconaucts




Glebal financial crisis and
Increasedrisksioiimarket misconducts (1)

1. - Viarket misconducts under financial
turmornl

o Spreading FUMmors
o PFICe manipuiation
o Insider tradings; inpaktcular, TOB relatead




Glebal financial crisis and
Increasedirisksioiimarket misconducts(2)

2. Misconducts tnder downturn: of
realiecenemy.

Deferrng lossesiand fialse disclosures by listed
companies

Price manipulation
Abuse of financing iR primany markkets
Securities fraud;; penzi schemes




Lol

S inwvestors, with investors"™

Solvency. Issues of securities fHiEms

o [LoW VoelUme off transactions
o DECIInE ol broking fees

o ILOSSES INISecukItization PUSINESS and
prIAcIpaltfinancing

e [LOSSES IN preoprietary trading




AbUSE ofiprimary. markets

SUsSpIcIeUS o guestionanie; but notillegal,
financIRo IR pRIMaR/ mackets; Incluading

o Newsshares allocated ter SPV/S in ©OFEES

o Private placenient o shares andi CBs
o MISCB

[_iaks te misconducts In secondary: markets




Abuse.of listed companies;
Corperateveniclesyforfiuneing

[L1sted at new mearkets; Mothers, JASIDAQL.
INen-pertorming lBusiness and Iesses
Diifficult terget- financing| firom: anks

Allecation efi nEW, Shakes; te) third pParties,
IRclUding suspicious SPV/S K fUnds GVERSEaS

\Vianagement changes; links to underground
Econemies

Corporate vehicles solely for funding from
markets




Issues for abuse of financing,
1N primany markers

o DIlUtIon; 10SSES to:existing sharkenolders
e IIFansier off managemenit or WRErShip
o AlSERCE of efifective corpoerate

GOVErNanece
o Unlawiul conducts

o Viarket misconaucts; price manipulation,
spreading fialse rumors, Insider dealings,

false disclosures...




Increasing abuse of financing™
I PrmaR/AnEKets

Globalifinancialturmornland tightenedicredit
co)plelfile)gls

[Dirop) o1 Stock: PrICES and risks; eif delisting

IAcreased suspICIoUS HNARCING aroune 2@ 3@;
and 4@ EY2008

IRradaition tenew: companies listed at new
markets, established companiesiat IISE 1 and 2

section Involvead
Einancial institutions enhancing capitall base




2, CUrrent Eocus o SESEC




1. Enhanced oversignht of
market misconducts

o AlUSe el filnancing. In pPrmary. nmarkets
e |nAsider tradings

o Ealse disclosures




2. Enhanced oversight of
new/non:regulaied products andmarkets

e CIODS and OC derivatives
s DIVMIA

o Dark pO0oIS
o HFT...




3.0n-site Examinations

DIversifiediand more sk based appreach

o IAVestment banks and Iarge secukiities HiFrms;
fecus on solvency and relevanit FISks (Credit risk,
liguiaity risks, market risks...)

small brokersiandcollective mvestment
Sechemes; fiocus onpicompliance

credit rating companies; estanlishing
examination approach




SESL)

vestors, with investors"™

4. Enhanced cooperation with.SROS

Leverage SRO function for market
Integrity

e coordination of on-site examinations

e Information sharing

e training and staff exchange




5. Enhanced cooperation.with
overseas regulators

e oversight of market misconducts; hedge
funds ...

e oversight of global firms; investment

banks, securities firms, supervisory
colleges

e new products and markets; CDS, DMA,
Dark pools

e staff secondment and training




6. Enhanced outreach to
market participants

Outreach to wider and expanded scope of market
participants; regulated firms, CPAs, law firms,
listed companies, groups of invetors...

dialogues and meetings
press releases and articles
media relations

Website

Investors education




Thank You




