Market Abuse




Regulators on the warpath...

"There is an unacceptably high level of
market abuse in the UK." (Hector Sants,
FSA CEO)

“The FSA expects market professionals

to always be alert to obvious indications

of wrongdoing.” (Margaret Cole, FSA
enforcement division)

"We came to the conclusion,
reasonably early on, that we needed to
embark on criminal prosecutions of

market abuse and that was going to be
the answer to creating a credible
deterrent.” (Margaret Cole)
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In the last year, the FSA
conducted dawn raids on a
number of high profile city
institutions.

Winterflood were fined £4.25m
for unintentionally committing

market abuse and failing to spot

the warning signs.

In the last year, the FSA has
secured five “guilty” verdicts in
criminal trials for market abuse.

Perpetrators received prison

sentences.



|
What’s the cost to firms and their employees of market

abuse?

Lost profit

 Clients leaving
» Company fines
e Personal fines

Regulators

» More regulator visits
e FSA watch list

* $.166 notice

Market abuse -

an expensive activity Lost reputation

* Loss of client trust

» Loss of “fit and proper status”
e Prison

Lost time

» Lengthy investigations
* Lengthy remediation

» Dealing with regulators
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Market Abuse — it only takes one rogue employee

Understand
market
abuse risks

Foster strong
control
environment

Build a
robust
response
plan
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Organisations must:

+ Identify market abuse
scenarios;

« Map market abuse risks to
financial products;

o Perform risk assessment.

Organisations must:

» Design and implement
controls to prevent and
detect market abuse;

« Map controls to risk
assessment;

» Assess the design and
operational effectiveness of
those controls.

Organisations must:
o Formulate a coordinated

PwC can provide support:

Adyvise on the regulatory regime and regulator “hot
topics™;

Identify key market abuse risks and
behaviours for a client’s business;

Assist in drafting policies and procedures
tailored to specific risk profile.

PwC can provide support:

Advise on best practice

Perform gap analysis and rigorous testing of
controls;

Develop “heat map” of controls linked to risk
assessment;

Provide control recommendations to meet the
expectations of the Regulator.

PwC can provide support:

Build incident response plan;

response plan to protect both « Perform detailed investigations (both internal

individuals and the firm.

and under s.166);

Provide investigative support, including the use
of sophisticated tools to recover, collate and analyse
large complex data.
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