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About this report 

This report summarises key operational statistics and outcomes of ASIC’s 
market and participant supervisory functions in relation to ASX, ASX 24 and 
other market licensees for the period 1 July to 31 December 2012. 

 
A summary of ASIC’s markets-related enforcement outcomes, for the period 
1 July to 31 December 2012, is provided in Section C of the report. 
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Overview 
 
ASIC supervision of markets and participants 

ASIC is responsible for the supervision of holders of Australian market 
licences (market licensees). We conduct real-time surveillance of equities 
trading on the ASX and (since 31 October 2011) Chi-X markets, and we 
supervise compliance in those markets with the Corporations Act 2001 
(Corporations Act) and ASIC market integrity rules. We also seek to ensure 
that Australian financial services (AFS) licence conditions are met by market 
participants. 

Our core objective, in the supervision of market licensees, is the promotion 
of investor confidence through fair and efficient markets. This requires a 
market infrastructure that is robust, where the trading, clearing and 
settlement of transactions is orderly and efficient, and where market 
misconduct is minimised. We do this through ongoing engagement with 
stakeholders, the surveillance of markets and market participants, education 
and guidance, and our enforcement activities. 

We are committed to reducing instances of market misconduct by: 

 ensuring that market participants have controls or filters on the orders 
placed into the market in accordance with required standards; 

 supervising markets and market participants to detect market 
misconduct quickly; and 

 conducting timely investigations of market and market participant 
misconduct, resulting in significant penalties where warranted. 

This report summarises key operational statistics and outcomes of our 
market and market participant supervisory functions in relation to ASX, 
ASX 24 (previously the Sydney Futures Exchange) and Chi-X for the 
reporting period 1 July to 31 December 2012. 

During the reporting period, ASIC established taskforces to consider the 
areas of dark liquidity and high-frequency trading, which in recent years 
have grown considerably in equity markets. The findings and any 
recommendations to emerge from this work will be reported on in the 
coming months. 

In December 2012, ASIC announced the result of its tender for a new 
surveillance system to operate on expiry of the current contract with 
SMARTS. The new system allows ASIC to plan for a future that will include 
new technologies and greatly increased message traffic, competition between 
trading venues and globalisation of markets. It will also provide real-time 
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supervision capabilities for ASX 24, to enable monitoring of trading across 
markets and products. 

 
 

Key outcomes 
 

ASIC achieved key regulatory and enforcement outcomes during the period, 
building on the results already achieved in the first 23 months of market 
supervision. 

A total of 27 matters were referred to ASIC’s Enforcement team for formal 
investigation, ten of these were referred within 30 days of detection, and 
another nine within the first 60. This continues the reduction in time taken to 
commence investigations: of the 138 matters referred to Enforcement since 
ASIC took over supervision, 42 have been within 30 days, included in a total 
of 93 within 60 days. Detailed statistics are contained in Section A. 

There were also six instances of alleged breaches of the market integrity 
rules referred to Enforcement. The key market integrity rule issues during 
the period were the late lodgement of annual and monthly capital returns and 
the provision of inappropriate advice. Further details are contained in 
Section A. 

Our surveillance and policy work was buttressed by the dark liquidity and 
high-frequency trading taskforces, whose establishment was foreshadowed 
in Report 296 ASIC supervision of markets and participants: January to 
June 2012 (REP 296). A total of five high-frequency trading matters were 
referred to Enforcement for formal investigation, and since the end of the 
reporting period, the dark liquidity taskforce has also referred a dark pool 
related matter to Enforcement for formal investigation. 

As in previous reporting periods, problematic algorithms and the effect of 
high-frequency trading algorithms continue to be of concern. In particular, 
wash trades (which occur when one account executes both sides of the trade) 
are a significant obstacle in maintaining fair and orderly markets. The 
existence of the high-frequency trading taskforce allowed ASIC to actively 
and candidly engage with market participants on this topic and, in some 
cases, get swift corrective action. 

In addition to supervising market participants, we continue to closely 
monitor the conduct of securities dealers—AFS licensees who are not 
market participants but sell their securities products through a market 
participant. We continue to find securities dealers who are failing to 
adequately supervise their representatives, and have entered into enforceable 
undertakings where appropriate. There have also been several instances of 
new procedures being put in place to deal with ASIC’s concerns. 
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A continuing area of concern is that of misleading statements in advertising, 
some of which were required to be removed. Further details are found in 
Section B. 

On enforcement outcomes, the most notable were four individuals being 
handed sentences for insider trading, and the Markets Disciplinary Panel 
(MDP) issuing seven infringement notices with penalties of up to $80,000. 
Further details can be found in Section C. 
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B Supervision of market participants and 
securities dealers 

 
This section summarises our supervision activity of market participants and 
securities dealers from 1 July to 31 December 2012. Table 5 details market 
participant compliance activity. 

 
 
Compliance activity 

 
Market participants 

 
We have made a number of referrals to Enforcement in relation to market 
participants. Four of these were for possible disciplinary action by the MDP 
due to late lodgement of annual or monthly capital returns. ASIC has taken a 
zero-tolerance approach to the late lodgement of these returns, to highlight 
the importance of participants providing ASIC with evidence—on a timely 
basis—that they are complying with capital and minimum liquidity 
provisions. 

We have also found from our reviews of market participants instances of 
inadequate monitoring of manipulative trading by clients. Three participants 
have agreed to additional controls and measures to help detect clients 
engaging in manipulative trading such as ‘marking the close’. We have also 
found market participants incorrectly issuing Statements of Advice, 
suggesting that the personal circumstances of the client were being 
considered when the advice was, in fact, only of a general nature. This 
behaviour is not permitted under the Corporations Act. 

Table 6 notes that 28 automated order processing (AOP) certifications were 
received between 1 July and 31 December 2012, up three from 25 in the 
previous reporting period. Applications and notifications to ASIC for the 
period included the renewal of accredited derivatives advisers (ADAs) and 
the updating of management structures. In accordance with the market 
integrity rules, market participants must submit details of their management 
structures when there has been a material change. 

 
Securities dealers 

 
ASIC continues to find securities dealers who fail to adequately supervise 
their representatives. Some of these representatives were found to have 
issued marketing material that may be misleading, including for one 
securities dealer, share price targets in most of its advice recommendations 
that were unlikely to be reached. Coupled with unreasonable claims that this 
would lead to substantial profits to clients, these price targets were based 
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purely on the participant’s opinion, and there was no evidence to suggest 
they would be attained. These statements were all reviewed by the securities 
dealer, and a new process put in place to review price targets, as well as 
increased disclosure in its research reports. 

We have also conducted a number of proactive reviews of securities dealers 
relating to adequacy of record-keeping procedures and processes, 
advertising, and general compliance processes. Several of these reviews 
resulted in outcomes, including warning letters, referrals to Enforcement and 
referrals to the ASIC’s Participant Compliance team, often due to concerns 
about adequacy of supervision. 

Reviews have identified securities dealers that have: 

 not maintained adequate records to show that clients are wholesale 
clients; 

 incorrectly provided Statements of Advice when giving only general 
advice; and 

 not adequately monitored client trading for manipulative and insider 
trading. 

In each of these instances, new procedures are being, or have been, put in 
place to deal with ASIC’s concerns. 
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  
 

 
 
 

 

 [Media release withdrawn in accordance with ASIC policy - see INFO 
152 Public comment on ASIC's regulatory activities] 

 [Media release withdrawn in accordance with ASIC policy - see INFO 
152 Public comment on ASIC's regulatory activities] 

 Dr Stuart Fysh, a former executive vice president of BG Group PLC, a 
large international gas company, was sentenced to two years 
imprisonment and ordered to spend at least 12 months in prison before 
being eligible for parole for insider trading (see 12-325 MR). 

 
Continuous disclosure breaches 

 
Northern Iron Limited paid a $66,000 penalty after ASIC served an 
infringement notice alleging the company had failed to comply with the 
continuous disclosure provisions of the Corporations Act and relevant 
provisions of the ASX Listing Rules in relation to its failure to immediately 
disclose information to the ASX when that information ceased to be 
confidential (see 12-324 MR). 

 
 
Markets Disciplinary Panel 

For the six-month period 1 July–31 December 2012, the following 
infringement notices were issued by the MDP: 

 Citigroup paid a $30,000 penalty after the MDP served an infringement 
notice alleging the company had contravened s798H(1) of the 
Corporations Act by contravening Rule 5.9.1 of the ASIC Market 
Integrity Rules (ASX Market) 2010 (see 12-204 MR); 

Note: In this document, ‘Rule 5.9.1 (ASX)’ (for example) refers to a particular rule of 
the ASIC Market Integrity Rules (ASX Market) 2010. 

 Commonwealth Securities Ltd paid a $50,000 penalty after the MDP 
served an infringement notice alleging the company contravened 



REPORT 327: ASIC supervision of markets and participants: July to December 2012 

© Australian Securities and Investments Commission February 2013 Page 18 

 

 

s798H(1) of the Corporations Act by contravening Rule 5.5.2 (ASX) 
(see 12-234 MR); 

 Credit Suisse Equities (Australia) Limited paid a $52,000 penalty after 
the MDP served an infringement notice alleging the company had 
contravened s798H(1) of the Corporations Act by contravening 
Rule 5.6.1 (ASX) (see 12-239 MR); 

  
 

 
 

 
 

 J.P. Morgan Securities Australia Limited paid a penalty of $30,000 to 
comply with an infringement notice given to it by the MDP, for 
effecting on two occasions an off-market special crossing in securities 
of an issuer, NIB Holdings Limited, on behalf of NIB during the term of 
an on-market buy-back offer being conducted by NIB (see 12-287 MR); 

 BGC Partners (Australia) Pty Limited paid a penalty of $45,000 to 
comply with an infringement notice given to it by the MDP for 
intentionally withholding the entry of buy and sell orders on the 
ASX 24 market to enable them to transact with one another, which 
potentially precluded other participants from participating as 
counterparty to the orders (see 12-303 MR); and 

 Euroz Securities Limited paid a penalty of $20,000 to comply with an 
infringement notice given to it by the MDP for effecting an off-market 
special crossing in the shares of an issuer, iiNet Limited, on behalf of 
that issuer during the term of an on-market buy-back offer being 
conducted by that issuer (see 12-310 MR). 

Under reg 7.2A.15(4)(b)(ii) of the Corporations Regulations 2001, 
compliance with an infringement notice is not an admission of guilt or 
liability and neither entity is taken to have contravened s798H(1) of the 
Corporations Act. 
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D Markets statistics 
 

This section, new to this report, provides some of the key market metrics for 
the six-month period ending 31 December 2012. In some instances, the data 
provided extends beyond the last six month period for the purposes of 
providing a fuller picture and to more readily identify trends. 

 
 
Market share 

Figure 1 details execution venue by turnover in Australian equity market 
products, as defined in the ASIC Market Integrity Rules (Competition in 
Exchange Markets) 2011. 

 
Figure 1: Execution venue by dollar turnover—Six months to December 2012 
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Market spreads 

 

Figure 2 provides the average quote spread (weighted by turnover) for equity 
market products since January 2011. The average quoted spread for the 
ASX 200 was 16 basis points (bps) in December 2012, and has remained 
broadly stable over the past 18 months. 
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