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1. Trade Surveillance Handbook 
 

1.1.  Introduction 
 

This Trade Surveillance Handbook is introduced as part of the ongoing collaborative effort between SGX 

and its Members to foster good trading practices, and uphold market integrity and investor confidence in 

our marketplace. The Handbook will be released in series.  The first series, set out in Chapter 2, describes 

the types of potential trading misconduct that may be observed in the market. It also provides a set of 

guidelines that Members can incorporate as part of their surveillance programs in detecting and examining 

the respective malpractices. 

 

In this release, the potential trading malpractices of Spoofing, Layering and Marking the Close are featured. 

Other trading malpractices will be discussed in subsequent releases. 

 

A fair and orderly market that reflects the forces of genuine demand and supply promotes public 

confidence and efficiency. Improper conduct that creates a false or misleading impression of trading 

activities, price movements or market information compromises fair and orderly markets. 

 

Trade Surveillance ĨŽƌŵƐ ƉĂƌƚ ŽĨ Ă MĞŵďĞƌ͛Ɛ ŽǀĞƌĂůů ƌŝƐŬ ŵĂŶĂŐĞŵĞŶƚ ĂŶĚ ŝŶƚĞƌŶĂů ĐŽŶƚƌŽů ĨƌĂŵĞǁŽƌŬ͘ To 

supplement trade surveillance, a Member could consider instituting preventive controls such as automated 

pre-trade checks targeted at reducing and eliminating the occurrence of trading malpractices.  

 

Members are reminded to exercise caution at all times in the course of their trading activities. They should 

not execute trades that are manipulative in nature, whether carried out on behalf of customers or for 

proprietary or principal undertaking.  

 

Members should note that the examples in the Hand Book are simplified for illustrative purposes and not 

necessarily representative of actual market conditions. These illustrations are not intended to be 

exhaustive and Members may experience other complex scenarios involving a variety of malpractices. 
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1.2.  Explanatory Notes on Charts 
 

The following segment depicts the main types of charts and diagrams that will be used for illustrative 

purposes throughout the Handbook.  

 

Order Book Diagram ʹ A pictorial representation of the buy and sell sides of an order book. It shows the 

orders placed by market participants and an ͞Errant Trader͟, as well as the level of participation by the 

latter at a given point in time.  

 

 
 

 
 

 

 

 

 

 

 

 

 

 

  

Frame 1

Price

$1.04

$1.03

$1.02

$1.01

$1.00

$0.99

$0.98

$0.97

$0.96

$0.95

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

5

65 10

76% 33%

10 5

4

6

5 5

30

20

BID ASK

10

10

5Bright green bars represent 

buy orders placed by Errant 

Trader

Orange bars represent sell 

orders placed by Errant 

Trader

Red bars represent sell 

orders placed by other 

market participants

Dark green bars represent 

buy orders placed by other 

market participants

Level of  participation in the 

order book by Errant Trader

Buy / sell price levels

Other Market Participants

Errant Trader

Other Market Participants

Errant Trader

5

Legend

Buy Order

Buy Order

Sell Order

Sell Order

Order Volume in Lots
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2. Types of Trading Malpractices 
 

2.1. Relevant Rules & Regulations ;͞RĞůĞǀĂŶƚ RƵůĞƐ͟Ϳ 
 
TŚĞ “ŝŶŐĂƉŽƌĞ “ĞĐƵƌŝƚŝĞƐ ĂŶĚ FƵƚƵƌĞƐ AĐƚ ;͞“FA͟Ϳ ƉƌŽŚŝďŝƚƐ various forms of market misconduct. An 

individual may be fined up to $250,000 or jailed for up to seven years, or both for contravening Sections 

197, 198, 206 and 208 of the SFA. Alternatively, under Section 232 of the SFA, a civil penalty may be 

imposed for up to three times the amount of the profit gained, or the loss avoided, or where there is no 

gain or loss, up to $2 million. All market participants, including Members and their registered 

representatives1, are subject to these laws.  

Members and their registered representatives are also subject to the SGX Trading Rules on market 

misconduct. They are expected to exercise caution when executing trades for proprietary or principal 

transactions. When carrying out transactions on behalf of customers, they are also expected to be vigilant, 

and shall not assist customers in executing trades which are manipulative in nature. Members and their 

registered representatives who are found to have breached the SGX Trading Rules on market misconduct 

will be subject to disciplinary actions. SGX may also refer any investor, Member or registered 

representative suspected of being involved in market misconduct to the relevant authorities. 

The provisions under the SFA, SGX-ST and Futures Trading Rules on false trading, market rigging and market 

manipulation that are relevant to this series of the Handbook are as follows:- 

Rules & Regulations 

Market 

Securities Derivatives 

SFA Sections 197 and 198 Sections 206 and 208 

SGX Trading Rules SGX-ST Rule 13.8.1 
Futures Trading Rules ;͞FTR͟Ϳ 

3.4.1, 3.4.3 and 3.4.8 

 

  

                                                           
1
  For the avoidance of doubt, registered representatives include Trading Representatives, Approved Traders and 

Registered Representatives. 
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2.2. Spoofing / Layering 
 

The following segment introduces spoofing and layering, trading behaviours that an errant trader may 

employ to create a false or misleading appearance of active trading in an instrument. This appearance, 

which can lead to the creation of a false market, may induce market participants into transacting based on 

their impression of the changes in the demand and supply of the instrument, which are caused by the 

errant trader.   

 

A false market may exhibit one or more of the following characteristics: 

(a) information is false, exaggerated or tendentious; 

(b) contrived factors are in evidence, such as buyers and sellers acting in collaboration to bring 

about artificial market prices; or 

(c) manipulative or fictitious orders, transactions or other devices have been employed. 

 
 

2.2.1. Spoofing 
 

Spoofing typically occurs when an errant trader submits a genuine order on one side of the order book, and 

then submits ĞǆĐĞƐƐŝǀĞůǇ ůĂƌŐĞ ŽƌĚĞƌƐ ;͞fictitious ŽƌĚĞƌƐ͟Ϳ ŽŶ ƚŚĞ ŽƚŚĞƌ ƐŝĚĞ ŽĨ ƚŚĞ ŽƌĚĞƌ ďŽŽŬ ǁŚŝĐŚ ŚĞ 
does not intend to trade. Upon execution of the genuine order, the trader will rapidly cancel the fictitious 

orders.  

The fictitious orders are entered to create a false impression of the supply and demand balance. Other 

market participants may unwittingly enter the market to place orders, either to buy or sell based on these 

fictitious orders. The orders also improve the errant ƚƌĂĚĞƌ͛Ɛ ĐŚĂŶĐĞ ŽĨ ĂŶŽƚŚĞƌ ŵĂƌŬĞƚ ƉĂƌƚŝĐŝƉĂŶƚ 
matching his genuine order. Trading behaviour of this nature is likely to be in breach of the Relevant Rules. 

AŶ ĞƌƌĂŶƚ ƚƌĂĚĞƌ͛Ɛ ƐƉŽŽĨŝŶŐ ĂĐƚŝǀŝƚŝĞƐ ŵĂǇ ĨŽůůŽǁ ƚŚĞ ƐĞƋƵĞŶĐĞ below, or with variations: 

Step 1 - EŶƚĞƌŝŶŐ Ă ŐĞŶƵŝŶĞ ŽƌĚĞƌ ŽŶ ŽŶĞ ƐŝĚĞ ;ƚŚĞ ͞ŐĞŶƵŝŶĞ ƐŝĚĞ͟Ϳ ŽĨ ƚŚĞ ŽƌĚĞƌ ďŽŽŬ. 

 

Step 2 - fictitiousEntering large  orders at the prevailing best bid or ask price on the other side of 

the order book. This is carried out in an attempt to induce other market participants into 

believing that there is an increased demand or supply for the instrument. In some cases, 

these orders may take up a significant proportion of the order book. They may also be 

amended, deleted and re-entered within a short span of time depending on the mode 

through which these actions are being carried out (e.g. manual or algorithms).   This 

deletion and re-entry may be repeated multiple times. 

 

This step may alternatively be carried out through the layering of buy or sell orders at 

multiple price levels above or below the prevailing best bid or ask prices in the order 

book. See Section 2.2.2 on Layering. 

 

Step 3 -  place orders, either behind or ahead of the Entry of other market participants who may

errant trader͛Ɛ fictitious orders to gain order priority. This usually results in the market 

ƉĂƌƚŝĐŝƉĂŶƚƐ ƚƌĂĚŝŶŐ ĂŐĂŝŶƐƚ ƚŚĞ ĞƌƌĂŶƚ ƚƌĂĚĞƌ͛Ɛ genuine order. 

 

Step 4 - The sequence may be repeated multiple times with the errant trader frequently 

switching sides in the order book. 
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A spoofing scheme typically occurs over the course of a few seconds, in multiple cycles, throughout a 

trading session. As a result, the trader profits from the repeated executions of his genuine orders at 

favorable prices. 

 

 

2.2.1.1. Case Illustration - Spoofing 

 
The following example depicts the trading behavior of an errant trader who has employed a combination of 

fictitious orders, rapid order entries and deletions in carrying out a spoofing scheme.  

  

fictitiousThe errant trader enters  orders on the buy side of the order book of a futures contract in a bid to 

induce market participants into reacting to the false buy volume information. These orders are for volumes 

ƐĞǀĞƌĂů ƚŝŵĞƐ ůĂƌŐĞƌ ƚŚĂŶ ƚŚĞ ĞƌƌĂŶƚ ƚƌĂĚĞƌ͛Ɛ ŐĞŶƵŝŶĞ sell order to draw market participants (e.g. 

algorithms) into believing that there is buying interest emerging in the order book. As soon as the 

participants enter the market to place buy orders, their orders are matched against the ĞƌƌĂŶƚ ƚƌĂĚĞƌ͛Ɛ 
genuine sell order resting on the other side of the order book. Upon successful execution of his genuine 

order at an advantageous price, the errant trader deletes his fictitious orders. 

 
Note: The below example is simplified for illustrative purposes and shall not be deemed representative of 

actual market conditions. Members may in the course of their business activities observe trading 

behaviours involving varying complexity and circumstances.  

 

Frame 1 - There are only bid and ask orders of other market participants, represented by the green and red bars respectively, 

present in the order book during this time. 

 

 

 
 

Frame 2 - The errant trader enters a genuine sell order, represented by the orange bar, for 7 lots of the futures contract at $312.00. 

This is the price at which he is willing to sell the contract. At the same time, he enters 2 large fictitious buy orders for 20 and 23 lots 

at $311.90 and $311.80 respectively. These orders are several times larger than the volume of his genuine order. 

Frame 1

Order book prior to entry of the Errant Trader

Price

$312.30

$312.20

$312.10

$312.00

$311.90

$311.80

$311.70

$311.60

$311.50

$311.40

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

8

BID ASK TIME: 15:25:19.083 HRS 

4

6

4

3

2

5

4

4

0 0

0% 0%

10

Bid orders of other market 

participants

Ask orders of other market 

participants

Frame 2

Entry of Genuine and Fictitious Orders

Price

$312.30

$312.20

$312.10

$312.00 Errant Trader enters genuine sell order (7)

Errant Trader enters large buy order (20) $311.90

Errant Trader enters large buy order (23) $311.80

$311.70

$311.60

$311.50

$311.40

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

TIME: 15:25:19.084 HRS  
8

BID ASK

4

6

20 4

3 7

2

23 5

4

4

43 7

60% 25%

10
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Frame 3 - The errant trader's buy orders induced another participant into believing that new buying interest has emerged in the 

order book. The participant skips ahead of the queue by placing a buy order for 10 lots at $312.00 which trades against all sell 

orders (including the errant trader's genuine resting sell order) at the same price. 

 

 

 

 
 

Frame 4 - Upon execution of his genuine sell order, the errant trader immediately deletes his fictitious buy orders. 

 

 

 

 
 

 Frame 5 - The order book returns to its original state, prior to the entrance of the errant trader.

 

 
  

Frame 3

Entry of Other Market Participants 

Price

$312.30

$312.20

$312.10

Market participant enters buy order (10) $312.00

$311.90

$311.80

$311.70

$311.60

$311.50

$311.40

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

8

6

BID ASK TIME: 15:25:20.150 HRS

10 3 7

4
Market participant matches Errant Trader's sell 

order

23 5

20 4

4

2

10

4

43 7

52% 25%

Frame 4

Price

$312.30

$312.20

$312.10

$312.00

Errant Trader deletes large buy order $311.90

Errant Trader deletes large buy order $311.80

$311.70

$311.60

$311.50

$311.40

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

8

BID ASK TIME: 15:25:20.568 HRS 

Deletion of Fictitious Orders upon Execution of Genuine Order

4

6

23 5

20 4

4

2

10

4

0 0

0% 0%

Frame 5

State of Order Book after the Errant Trader's Exit

Price

$312.30

$312.20

$312.10

$312.00

$311.90

$311.80

$311.70

$311.60

$311.50

$311.40

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

0 0

0% 0%

10

4

4

2

5

4

4

6

TIME: 15:25:20.569 HRS
8

BID ASK
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2.2.2. Layering 
 
Layering occurs when multiple order entries are made at, above or below the prevailing best bid or ask 

prices. It is at times carried out in certain legitimate business activities such as market making which are 

generally not representative of market manipulation. 

 

However, where ƚŚĞƐĞ ͞ůĂǇĞƌĞĚ ŽƌĚĞƌƐ͟ ĂƌĞ ƵƐĞĚ ƚŽ ŝŶĚƵĐĞ ŵĂƌŬĞƚ ƉĂƌƚŝĐŝƉĂŶƚƐ ƚŽ ĞŶƚĞƌ ƚŚĞŝƌ ŽƌĚĞƌƐ Ăƚ 
prices not representative of actual demand and supply, a false market may be created. This allows the 

errant trader to take advantage by trading on the opposite side of the order book against the orders of 

market participants at prices advantageous to him. Trading behaviour of this nature is likely to be in breach 

of the Relevant Rules.  

 

An ĞƌƌĂŶƚ ƚƌĂĚĞƌ͛Ɛ ůĂǇĞƌŝŶŐ ĂĐƚŝǀŝƚŝĞƐ ŵĂǇ ĨŽůůŽǁ ƚŚĞ ƐĞƋƵĞŶĐĞ below, or with variations: 

 

Step 1 -  Layering buy or sell orders at, below or above the prevailing best prices on one side 

of the order book. These orders typically represent a significant proportion of the 

order book. 

 

Step 2 -  Making multiple order entries/amendments/deletions to existing layered orders to 

give the impression of increased demand or supply in the order book. As this is being 

carried out, the trader may clear resting orders belonging to other market 

participants. 

 

Step 3 - Entering genuine order(s) on the other side of the order book. 

 

Step 4 - Entry of other market participants who trade against the ƚƌĂĚĞƌ͛Ɛ ŐĞŶƵŝŶĞ order(s). 

 

Step 5 - Deletion of layered orders upon successful execution of genuine order(s) by the 

trader. 

 

Step 6 - The entire sequence can be repeated on either side of the order book. 

 

SGX published Circular No. ST/DM/3/2016 on disciplinary action taken against a trader who utilized layering 

in the creation of a false market. Members may refer to the circular in the Appendix for more information.  
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2.2.2.1. Case Illustration - Layering 

 

The following example shows the steps taken by an errant trader to create a false appearance of increased 

demand and supply in the order book of a security through the employment of layering. This appearance 

induces other market participants into trading in the security and allows the trader to execute trades at 

prices in his favour.  

Note: The below example is simplified for illustrative purposes and shall not be deemed representative of 

actual market conditions. Members may in the course of their business activities or monitoring observe 

trading behaviours involving varying complexity and circumstances.  

 

 
 

Frame 1 - There are only bid and ask orders of other market participants, represented by the green and red bars respectively, 

present in the order book during this time.  

 

 

 

 
 

Frame 2 - The Errant Trader enters a genuine buy order, represented by the bright green bar, for 17,000 shares at $3.04. This is the 

price at which he is willing to purchase the shares. The trader concurrently enters several layers of sell orders, represented by the 

orange bars, between $3.07 and $3.09. These sell orders are meant to narrow the spread and bring the best ask price closer to his 

target buy price of $3.04. 

 

 

 

 

 

 

 

 

 

 

 

 

Frame 1

Order book prior to entry of the Errant Trader

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

BID ASK

3

4

8

6

4

2

0% 0%

10

0 0

Bid orders of other market 

participants

Ask orders of other market 

participants

Frame 2

Entry of Genuine Buy Order and Initiation of Sell Side Layering

Price

$3.12

$3.11

$3.10

$3.09 Errant Trader enters a large sell order (12)

$3.08 Errant Trader enters a large sell order (15)

$3.07 Errant Trader enters a large sell order (18)

$3.06

$3.05

Errant Trader enters a genuine buy order (17) $3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

BID ASK

3

4

8

6

4

17

2

52% 68%

10

17 45

12

15

18
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Frame 3 - The Errant Trader enters a sell order for 22,000 shares at $3.06. This order is partially matched against the resting buy 

order of 2,000 shares placed by another market participant. The excess volume from the Errant Trader's sell order forms a new layer 

and sets a new best ask price of $3.06. At this point, he accounts for 76% of the sell order volume in the order book between prices 

ranging from $3.06 to $3.12. 

  

 

 

 
 

Frame 4 - The Errant Trader enters a large sell order for 30,000 shares at $3.05. This order is matched against the resting buy order 

of 4,000 shares at $3.05 placed by another market participant. The excess volume from the order is left as a layer in the order book 

and sets a new best ask price of $3.05. The cumulative sell orders that he has entered may have created an impression of increased 

selling pressure in the security. 

 

 

 

 
 

Frame 5 - The appearance of increased selling pressure created by the Errant Trader begins to draw other market participants into 

the security. Participants that are seeking to sell their shares would either queue behind the Errant Trader's resting sell orders or 

enter at the prices below the current best ask price of $3.05. In this scenario, the market participant enters a sell order at $3.04 for 

9,000 shares which partially matches against the Errant Trader's resting buy order. 

 

 

 

Frame 3

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06 Errant Trader enters a large sell order (22)

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

Clearing Orders of Other Market Participants

15

Errant Trader's sell order matches market 

participants buy order (2)

18

17 67

52% 76%

10

4

17

2 22

3 12

6

4

BID ASK

8

Frame 4

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05 Errant Trader enters a large sell order (30)

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

Clearing Orders of Other Market Participants

3 12

6

4

BID ASK

8

4 30

17

15

18

Errant Trader's sell order matches market 

participants buy order (4)

20

17 95

55% 82%

10

Frame 5

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04 Market participant enters buy order (9)

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

Market participant's buy order matches against 

the Errant Trader's order (9) 9

17 91

63% 75%

10

17

26

20

15

18

3 12

4

8

6

BID ASK

Entry of Other Market Participants
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Frame 6 - Another market participant enters an 8,000 share sell order at $3.04 clearing the remainder of the Errant Trader's resting 

buy order. 

 

 

 

 
 

Frame 7 - Following the successful execution of his buy order at his target price (which would otherwise not have been available 

before the Errant Trader entered the layered sell orders), the Errant Trader deletes all of his layered sell orders from $3.05 to $3.09. 

 

 

 

 
 

Frame 8 - Following the exit of the Errant Trader, the order book returns to the state it was in prior to his entry (i.e. a wide bid-ask 

spread). 

 

 

 

 

 

 

Frame 6

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04 Market participant enters buy order (8)

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

20

Market participant's buy order matches against 

the Errant Trader's order (8)

26

8 8

8 91

44% 76%

10

12

15

18

3

4

8

6

BID ASK

Entry of Other Market Participants

Frame 7

Deletion of Layered Sell Orders

Price

$3.12

$3.11

$3.10

$3.09 Delete (12)

$3.08 Delete (15)

$3.07 Delete(18)

$3.06 Delete (20)

$3.05 Delete (26)

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

0 91

0% 81%

10

20

15

18

26

3 12

4

8

6

BID ASK

Frame 8

State of Order Book after the Errant Trader's Exit

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

BID ASK

3

4

8

6

0 0

0% 0%

10
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Frame 9 - Other market participants enter the market to place buy orders for the security. 

 

 

 

 
 

 

Frame 10 - The Errant Trader enters a genuine sell order for 24,000 shares at $3.11. This is the price at which he intends to sell his 

shares. The trader concurrently enters several layers of buy orders between $3.05 and $3.07. These buy orders are meant to narrow 

the spread and bring the best bid price closer to his target sell price of $3.11.  

 

 

 

 
 

 

Frame 11 - The Errant Trader enters a buy order for 8,000 shares at $3.08 creating a new layer meant to narrow the spread. 

 

 

 

 

 

 

 

Frame 9

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

Market participant enters the market (13) $3.06

$3.05

Market participant enters the market  (5) $3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

10

3

5

0% 0%

13

4

8

6

BID ASK

0 0

Frame 10

Entry of Genuine Sell Order and Initiation of Buy Side Layering

Price

$3.12

$3.11 Errant Trader enters genuine sell order (24)

$3.10

$3.09

$3.08

Errant Trader enters buy order (16) $3.07

Errant Trader enters buy order (3) $3.06

Errant Trader enters buy order (15) $3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

10

5

3

3 13

15

55% 53%

24

4

8

6

BID ASK

16

34 24

Frame 11

Price

$3.12

$3.11

$3.10

$3.09

Errant Trader enters buy order (8) $3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book 60% 53%

BID ASK

10

3

15

5

42 24

24

8

3

4

8

6

13

16
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Frame 12 - A market participant enters a buy order for 5,000 shares at $3.08. The order is second in priority at the price level. 

 

 

 

 
 

 

Frame 13 - The Errant Trader amends his initial buy order for 8,000 shares to 17,000 shares at the price level of $3.08. This 

amendment causes the trader to lose his priority and for his order to be placed at back of the queue. It reduces the likelihood of his 

order getting matched against other market participants'. At the same time, it can also give a false impression of increased buying 

interest at the price level. 

 

 

 

 
 

 

Frame 14 - The Errant Trader enters a buy order for 25,000 shares at $3.09. This large order clears the existing sell orders of other 

market participants at $3.09. The excess volume from the order is left as a layer and it creates a new best bid price of $3.09. 

 

 

 

 

 

Frame 12

Price

$3.12

$3.11

$3.10

$3.09

Market participant enters the market  (5) $3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

10

42 24

56% 53%

5

3

8

16

3 13

15

BID ASK

8

6 24

4

5

Frame 13

Order Amendment by the Errant Trader

Price

$3.12

$3.11

$3.10

$3.09

Errant Trader amends buy order (9) $3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

5

16

3 13

15

BID ASK

8

6 24

4

3

10

51 24

61% 53%

589

Frame 14

Price

$3.12

$3.11

$3.10

Errant Trader enters buy order (25) $3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book 70% 53%

76 24

3

15

10

5

13

16

3

4

6

Market participant's buy order matches against 

the Errant Trader's order (3)25

Clearing Orders of Other Market Participants

8

BID ASK

17 5

24
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Frame 15 - The Errant Trader enters a buy order for 30,000 shares at $3.10. Similar to the previous frame, the order clears the 

existing sell order at $3.10 and sets a new best bid price at this level. He now accounts for 76% of the buy order volume between the 

price levels of $3.03 and $3.10. 

 

 

 

 
 

 

Frame 16 - The appearance of increased buying interest in the order book induces other market participants into buying the security. 

In this instance, a market participant enters a buy order for 10,000 shares at $3.11 which is matched to another market participant's 

order for 6,000 shares and partially matches the Errant Trader's sell order for 4,000 shares.  

 

 

 

 
 

 

Frame 17 - Another market participant enters a buy order for 15,000 shares at $3.11 and matches against the Errant Trader's sell 

order. 

 

 

 

 

 

Frame 15

Price

$3.12

$3.11

Errant Trader enters buy order (30) $3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

24

16

3

76% 57%

103 24

10

5

15

13

30 4

6 Market participant's buy order matches against 

the Errant Trader's order (4)

22

ASK

8

BID

Clearing Orders of Other Market Participants

17 5

Frame 16

Price

$3.12

Market participant enters buy order (10) $3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

24

16

26

22

10

70% 63%

10

99 24

15

5

3 13

8

6

Market participant's buy order matches against 

the Errant Trader's order (4)

17 5

BID ASK

Entry of Other Market Participant

Frame 17

Price

$3.12

Market participant enters buy order (15) $3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

Entry of Other Market Participant

20

20

67% 71%

10

99

15

5

3 13

8 Market participant's buy order matches against 

the Errant Trader's order (15)

26

15

16

17 5

22

BID ASK
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Frame 18 - Another market participant enters a buy order for 5,000 shares at $3.11 and matches against the remainder of the 

Errant Trader's sell order. 

 

 

 

 
 

 

Frame 19 - Following the successful execution of his sell order at his target price (which would otherwise not have been available 

before the Errant Trader entered the layered buy orders), the Errant Trader deletes all of his layered buy orders from $3.05 to $3.10.  

 

 

  

 
 

 

Frame 20 - State of the order book following the Errant Trader's exit. This example shows that the orders and trades by the Errant 

Trader created an appearance of active trading in the security at prices determined by the trader. 

  

Frame 18

Price

$3.12

Market participant enters buy order (5) $3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

99 5

72% 38%

5

10

5

15

26

17

3 13

16

22

Market participant's buy order matches against 

the Errant Trader's order (5)

8

BID ASK

Entry of Other Market Participant

55

Frame 19

Deletion of Layered Orders

Price

$3.12

$3.11

Delete (26) $3.10

Delete (22) $3.09

Delete (17) $3.08

Delete (16) $3.07

Delete (3) $3.06

Delete (15) $3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

99 0

75% 0%

17 5

10

5

15

26

3 13

16

22

8

BID ASK

Frame 20

State of Order Book after the Errant Trader's Exit

Price

$3.12

$3.11

$3.10

$3.09

$3.08

$3.07

$3.06

$3.05

$3.04

$3.03

Cumulative Buy/Sell Volume of Errant Trader

As % of Order Book

5

10

5

13

0 0

0% 0%

BID ASK

8
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2.2.3. Guidelines on Detection and Investigation 
 

Spoofing and Layering may be employed to create a false or misleading appearance of active trading in an 

instrument. As part of the detection and investigation processes for these potential trading malpractices 

(regardless of their mode of trading execution), the indicators below could form the baseline 

considerations for Members when examining cases.  While these guidelines are not intended to be 

exhaustive, Members may consider tailoring their internal detection/investigation processes to 

commensurate with the complexity of cases in question as well as their business activities.  

 

The general indicators to consider in spoofing and layering cases include the following: 

 

i. The liquidity profile of the instrument. For instance, spoofing may be used to induce market 

participants into trading a liquid instrument at the prevailing best bid and ask prices. Layering, on 

the other hand, may be employed to narrow the existing bid-ask spread of an illiquid instrument to 

draw market participants into trading.  

 

ii. The nature of the activity that a trading account is used for. For instance, orders could be placed 

through an account designated for market making in an instrument. Market making activities 

typically do not warrant significant attention as they: 

 operate with a primary goal of providing liquidity to both sides of the market (i.e. quoting 

2-way prices on a continuous basis); and 

 do not seek to exert pressure in any direction in the order book of an instrument. 

 

iii. Public information that can have an impact on prices. Price movement in an instrument can at 

times be legitimately explained by market moving information. For instance, positive news on a 

company (e.g. analyst reports, deals and transactions) can result in rapid upward price movement 

in its shares. A trader may be acting on such information by entering orders across several price 

levels to acquire the shares. In the case of a derivative instrument, news on the underlying 

instrument, cash market or commodity may also affect the pricing of the instrument.  

 

iv. Size of the Fictitious or Layered Orders ʹ  

 Instances where the orders entered by a trader represent a significant portion of the 

order book across multiple price levels on either side (or both sides) of the market suggest 

that he may be controlling the order book and could potentially mislead the market into 

altering its order flow.    

 

 To determine the ƐŝŐŶŝĨŝĐĂŶĐĞ ŽĨ ƚŚĞ ƚƌĂĚĞƌ͛Ɛ fictitious or layered orders, the Member may 

consider the order size against: 

i. ƚŚĞ ƚŽƚĂů ǀŽůƵŵĞ Ăƚ ƚŚĞ ƉƌŝĐĞ ƐƚĞƉ ǁŚĞƌĞ ƚŚĞ ƚƌĂĚĞƌ͛Ɛ ŽƌĚĞƌ;ƐͿ ǁĞƌĞ ƉůĂĐĞĚ; 

ii. the average daily traded volume; or 

iii. the size of his executed trades to ascertain if there is a significant imbalance (i.e. 

order to trade ratio). 
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v. Price of the Fictitious or Layered Orders ʹ  

 For spoofing cases, the orders are typically entered at prices near to the best bid or ask to 

have the effect of creating a price ceiling/floor.  In layering scenarios, multiple orders may 

be placed above or below the prevailing best prices in an attempt to narrow the spread or 

create a price floor/ceiling to shift the besƚ ƉƌŝĐĞƐ ŝŶ ƚŚĞ ƚƌĂĚĞƌ͛Ɛ ĨĂǀŽƵƌ. 

 

 For layering cases, Members should also observe if the continuous entering of orders and 

the resultant trades by the trader caused a price impact. For spoofing cases, there is likely 

to be a lower price impact as the trader is typically inducing market participants to cross 

the spread and trade against his orders.  

 

vi. Activities of the Trader ʹ  

 Attention should be given where the trader is active on the opposite side of the market at 

or during the time that the fictitious or layered orders are being entered.   

 

 A trader seeking to bring about a change in the order flow of other market participants may 

utilize a variation of order entries/amendments/deletions to facilitate his genuine trades 

on the opposite side of the order book. For instance, the trader could make frequent 

amendments to increase the size of existing orders or enter multiple orders at a single price 

level creating a large block of orders. This action creates a misleading appearance of 

increased buying or selling interest in the instrument by multiple parties. Members can also 

consider assessing the order amendment/deletion rate to determine whether there has 

been a high proportion of entered orders being eventually amended or deleted by the 

trader.  

 

 The order amendment/deletion rate can be evaluated in conjunction with the order-to-

trade ratio to provide an indication on the proportion of orders placed by the trader that 

have resulted in trade executions. A high order volume entered with a low volume of 

executed trades should warrant MĞŵďĞƌƐ͛ attention.  

 

 There may be legitimate explanations to frequent order changes. For instance, a trader 

may amend orders according to movements in indexes or underlying instruments as part of 

his arbitrage or hedging strategies. The strategies may also involve the trader taking 

positions across multiple markets and trading through different brokerages. Members 

should be cognizant of how these strategies are executed and assess their appropriateness.   

 

 Resting orders with longer exposures could be indicative of genuine orders as they are at 

greater risk of execution. The prices at which orders rest should also be taken into 

consideration. Resting orders that are several price ticks away from the best prices are 

exposed to a lower risk of execution.  

 

 On the other hand, orders that are deleted within a short time period of their entry or 

upon cessation ŽĨ ƚƌĂĚŝŶŐ ŽŶ ƚŚĞ ŐĞŶƵŝŶĞ ƐŝĚĞ ŵĂǇ ŝŶĚŝĐĂƚĞ Ă ůĂĐŬ ŽĨ ƚŚĞ ƚƌĂĚĞƌ͛Ɛ ŝŶƚĞŶƚŝŽŶ 
for them to be executed. 
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 Members should note that trade execution on the genuine side of the order book need not 

be for a significant volume. The trader generally stands to profit from multiple repeated 

attempts of spoofing or layering. It is therefore useful for Members to monitor patterns of 

such repeated trading behaviours.  

 

vii. Other factors ʹ  

 Traders may work in concert to avoid detection. Multiple traders may collude to place 

orders to create a false appearance of increased demand and supply in an instrument. 

While the behaviour of a single trader may not raise suspicion, the combination of activities 

undertaken by a group of traders working in concert can provide an indication of a scheme 

to bring about this false appearance.  
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2.3.  Marking the Close 
 

Marking the close is a form of market manipulation involving the purchase or sale of an instrument near or 

at market close with the objective of artificially fixing the closing price. It gives the impression that the 

instrument is of a higher or lower value than what it actually is and is not a genuine reflection of market 

forces. 

 

As closing prices are regularly quoted as a measure of an ŝŶƐƚƌƵŵĞŶƚ͛Ɛ price performance, a trader wishing 

to support or depress its price may attempt to enter orders and execute trades towards the end of the 

trading session, and avoid trading in the other parts of the day where better prices may be available.  

 

Nonetheless, a trader attempting to establish closing prices of an illiquid or thinly traded instrument need 

ŶŽƚ ŶĞĐĞƐƐĂƌŝůǇ ƚƌĂĚĞ Ăƚ ƚŚĞ ĐůŽƐĞ ƚŽ ͞ŵĂƌŬ ƚŚĞ ĐůŽƐĞ͘͟ TƌĂĚĞƐ ĞǆĞĐƵƚĞĚ ŽƵƚƐŝĚĞ ŽĨ ƚŚĞ ĐůŽƐŝŶŐ routine may 

also set the closing price, in the absence of subsequent transactions.  

 

A trader that frequently trades close to or at the intra-day high/low price for an instrument should warrant 

MĞŵďĞƌƐ͛ attention. The trading malpractice of marking the close can emerge as the execution of a series 

of trades (at or near the end of the trading session) over a period of time, ĚĞƉĞŶĚŝŶŐ ŽŶ ƚŚĞ ƚƌĂĚĞƌ͛Ɛ 
objective. 

 

SGX has released the following circulars and publication on marking the close: 

 Circular No. ST/DM/1/2015 and ST/DM/2/2015 on disciplinary actions taken against 2 traders who 

engaged in the manipulative activity of making the close 

 RĞŐƵůĂƚŽƌ͛Ɛ CŽůƵŵŶ - 23 December 2014  

 

Members may refer to aforementioned materials in the Appendix for more information.  
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2.3.1. Case Illustration ʹ Marking the Close 

 

The following example shows how marking the close may be carried out. The errant trader bids up the price 

of the security and attempts to maintain the closing price above $1.00 over the 5-day period whenever the 

price falls below this level. The chronology of trades executed for the security over 5 trading days is set out 

in following table: 

 

Note: The below example is simplified for illustrative purposes and shall not be deemed representative of 

actual market conditions. Members may in the course of business activities or monitoring observe trading 

behaviours involving varying complexity and circumstances.  
 

 

Client 

Buy/ 

Sell 

Initiated 

Time 
Last Done 

Price 
Trade Price Bid Change Volume 

Trade Day 1 

Other Participant Sell 15:34 $1.00  $0.88  (12) 5,000 

Other Participant Sell 16:10 $0.88  $0.87  (1) 3,400 

Errant Trader Buy 17:04 $0.87  $1.00  13  100 
Trade Day 2 

Other Participant Sell 10:04 $1.00  $0.92  (8) 5,500 

Other Participant Buy 13:15 $0.92  $0.90  (2) 6,500 

Other Participant Sell 14:45 $0.90  $0.88  (2) 10,000 

Errant Trader Buy 17:04 $0.88  $1.05  17  100 
Trade Day 3 

Other Participant Buy 09:05 $1.05  $0.95  (10) 1,000 

Other Participant Sell 15:39 $0.95  $0.93  (2) 15,000 

Other Participant Buy 16:17 $0.93  $1.02  9  1,000 

Trade Day 4 

Other Participant Sell 10:02 $1.02  $0.98  (4) 8,900 

Other Participant Sell 10:06 $0.98  $0.92  (6) 5,000 

Errant Trader Buy 17:04 $0.92  $1.03  11  100 
Trade Day 5 

Other Participant Sell 11:15 $1.03  $0.96  (7) 3,000 

Other Participant Sell 12:12 $0.96  $0.87  (9) 5,000 

Errant Trader Buy 17:04 $0.87  $1.10  23  100 

 
With reference to the above table, the errant trader entered to buy the security during the closing routines 

of Trade Day 1, 2, 4 and 5 to support its price. As a result of his trade executions, the security closed at 

$1.00 or higher on each of the mentioned trade days. 

 

The trader however did not transact in the security on Trade Day 3 as the price of the security remained 

above $1.00. As such, he was not compelled to enter the market to support the price.  
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Diagram 1 ʹ Comparison of closing prices of the security with and without the Errant Trader͛Ɛ ƉƌĞƐĞŶĐĞ 

 
 

Diagram 1 shows the impact of the errant trader͛Ɛ marking the close activities on the closing prices of the 

security over a 2-month period. It compares the closing prices set by the trader with what they would have 

been without him marking the close. The prices were maintained or supported at $1.00 or higher as a result 

of the trader moving prices upwards between 8% and 24%. It is apparent that the security would have 

closed at prices significantly lower if not for his marking of the close. 

In looking into suspected cases involving marking the close, Members should examine a range of dates or 

over an extended period to ascertain if their traders exhibit any specific pattern of trading or have 

impacted the prices of instruments.  
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2.3.2 Guidelines on Detection and Investigation 

 
As part of the detection and investigation process for potential trading malpractices involving marking the 

close (regardless of their mode of trading execution), the below indicators could form the baseline 

considerations for Members when examining cases.  While these guidelines are not intended to be 

exhaustive, Members may consider tailoring their internal detection/investigation processes to 

commensurate with the complexity of cases in question as well as their business activities.  

 

The general indicators and information to consider in marking the close cases could include a combination 

of the following: 

 

i. The liquidity profile of the instrument. There is generally a lower probability that a trader is able to 

manipulate the prices of highly liquid instruments. As these instruments are traded by a large pool 

of market participants, a trader will have to place orders or trades for larger volumes in order to 

influence prices. On the contrary, a trader will be able to alter prices with relatively lower volume 

orders or trades (i.e. lower financial risk) for illiquid instruments where there is lower market 

participation.  

 

ii. Price / Volume Movement ʹ 

 Attention should be focused on significant price changes caused by the trader over at least 

the last fifteen minutes of trading for the day. Where necessary, the period of review 

should be extended across longer time durations. Members should be cognizant that while 

most cases of marking the close occur near or at market close, it is not uncommon for 

trades that are executed earlier in the day to prop up the share price following price falls 

caused by other market participants.  

 

 In assessing the price impact caused by the trader, Members should consider whether his 

order entries or trade executions materially altered the price of the instrument and if they 

are consistent with the recent trading history.  Where appropriate, Members should also 

assess the price movement of the instrument in relation to its sector and the broader 

market.  

 

 If a trader is constantly observed executing trades at the ĚĂǇ͛Ɛ high or low price for an 

instrument, Members should determine the rationale for trading at those prices. 

 

 Price amendments to existing orders may be employed to mark the close. An order placed 

earlier in the day at a price far from the prevailing best prices may be amended near or at 

close resulting in a trade that marks the close. Members should therefore not limit their 

scope of review to only order entries. 

 

 In the securities market, the Force Key functionality is intended to mitigate the risk of ͞ĨĂƚ 
ĨŝŶŐĞƌ͟ errors on price. The frequent usage of the Force Key at or near the close may 

provide an indication as to whether the trader is attempting to mark the close. 

 

 Aside from price, Members should consider the size of the orders placed by the trader. For 

instance, a low volume order for 100 shares in a security priced at $0.10 is valued at $10. 

The frequent execution of low value trades lacks economic rationale. Where these trades 

are concentrated at or near market close, they can be indicative of attempts to mark the 

close. A possible rationale for these trades will be to cause a price movement at the least 

possible financial cost to a trader. This however does not mean that large orders or trades 

will not be used to mark the close. 
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 Orders that are placed during the closing routine can potentially impact the closing price of 

an instrument. A trader placing buy or sell orders in a specific manner can influence the 

IŶĚŝĐĂƚŝǀĞ EƋƵŝůŝďƌŝƵŵ PƌŝĐĞ ;͞IEP͟Ϳ of an instrument. It is therefore important that 

Members take note of frequent order entries during the closing routine that have 

significant impact on the IEP. 

 

iii. Trading Period  ʹ  

 Members should examine the proportion of the ƚƌĂĚĞƌ͛Ɛ ƚŽƚĂů ƚƌĂĚĞĚ ǀŽůƵŵĞ ĨŽƌ ƚŚĞ ĚĂǇ ƚŽ 
his volume executed near market close. As an example, the trading behaviour of a trader 

as depicted in the table below should warrant attention: 

 

 
 

As shown above, 71% of ƚŚĞ ƚƌĂĚĞƌ͛Ɛ orders were entered between 4:45PM and 5:05PM, i.e. 

near to market close. It is observed that the average order volume entered during the 

mentioned time period was considerably smaller than those placed during the other parts 

of the day.  

 

 Aside to assessing the activities of the trader during the intra-day, Members should 

consider if he has been exhibiting the behaviour of marking the close over an extended 

period of time. This analysis can reveal the existence of patterns which may occur over: 

i. Single/several days to several months; 

ii. End of reporting periods (month/quarter/year-end); or 

iii. Period of time preceding corporate transactions. 

 

 As part of the information gathering process, Members should also examine the order 

receipt time and time of order entry by the trader and look out for any instructions 

concerning the time of order entry and at a particular price. Where applicable, Members 

can consider reviewing phone recordings and other forms of electronic communication to 

gather corroborative information. For instance, Members may query circumstances where 

the execution of the child orders is deliberately delayed towards the end of the day when 

the parent order is received early in the trading day.  

 

iv. Client Profile ʹ 

 Where a trader has a large holding in the securities or related derivatives and/or his 

holding is the subject of a charge, mortgage, pledge, or margin agreement that requires the 

maintenance of a certain price level, price manipulation of these pledged instrument(s) 

may possibly result in the avoidance of margin calls or meeting of the required price level. 

For instance, a trader may attempt to maintain the underlying security within a certain 

price range in order for the related warrants which he holds to expire in the money.  

 

 Where the issuer company of an instrument is the subject of a takeover or impending 

corporate action, the price of the instrument may be manipulated in an attempt to attain a 

certain price valuation. In such circumstances, Members should, to the best of abilities, 

ascertain if the trader is associated with the issuer company. Examples of connected 

persons of the company include directors, employees or persons with familial connections 

to the directors or employees. 

 

 

# orders 1 10 2 0 0 0 0 0 12 38 22 85

% of a l l  

orders
1.18% 11.76% 2.35% 0.00% 0.00% 0.00% 0.00% 0.00% 14.12% 44.71% 25.88% 100%

Avg Vol . 1,000 1,000 1,500 0 0 0 1,000 0 1,000 500 100 6,100

1 to 2 PM 2 to 3 PM 3 to 4 PM
4 to 445 

PM

445 to 

5PM
Total

5 to 505 

PM

Entered 

orders

830 to 9 

AM

9 to 10 

AM

10 to 11 

AM

11 to 12 

NN

12 to 1 

PM
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 In cases where the trader is a fund manager or hedge fund, Members should bear 

consideration that the performance of fund managers is typically measured through the 

value of the funds that they manage as at the end of a reporting period, such as the last 

trading day of the year. Where the value of the fund is derived based on the closing prices 

of the constŝƚƵĞŶƚƐ ŽĨ ƚŚĞ ĨƵŶĚ͛Ɛ ƉŽƌƚĨŽůŝo, there may be a motivation to manipulate closing 

prices by marking the close.  

 

v. Other factors ʹ 

 In cases where multiple clients belonging to a single Member are involved in trading in a 

manner as described in this Section, Members should ascertain if these clients are 

connected or if they are represented by a single Trading Representative. This can provide 

insights as to whether the clients are working in concert to influence the price of the 

instrument or whose trading accounts have possibly been used for unauthorised trading. 
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