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Retail investor fined for market manipulation

A retail investor was today fined $27,000 after pleading guilty at the Eastern Magistracy to nine counts
of manipulating the share price of Bauhaus International (Holdings) Ltd in March last year.

Acting Principal Magistrate Bina Chainrai also ordered Mr Johnson Wong Chung Shun to pay
investigation costs of $30,273 to the Securities and Futures Commission (SFC).

An SFC investigation found that between 6 March and 31 March 2009, Wong had raised and/or
depressed the nominal price of Bauhaus shares on nine trading days by buying and/or selling the
stock in single board lots (Note 1) so as to sell at a higher price or buy at a cheaper price. Wong
adopted a buy high sell low strategy and very often he placed both bid and ask orders at the same
price. Such strategy did not make any economic sense and was manipulative in nature. On certain
occasions, Wong’s buy orders matched his own sell orders with no change in beneficiary ownership
(Note 2). By placing the orders this way, Wong intended to create a false or misleading appearance of
trading and share price movements in Bauhaus shares that could have misled other investors. As a
result, Wong made a profit of $25,492.

End

Notes:

1. A board lot is the minimum order quantity of shares of a stock that could be entered into the trading
system of the Hong Kong Stock Exchange for automatic order matching. Every transaction concluded
via the Automatic Order Matching and Execution System (AMS) must be for a board lot or multiples of
a board lot.

2. These transactions are called “wash sales”. They may mislead investors by exaggerating the
number of investors interested in trading the shares.
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