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6) SEA §9 Manipulation of Security Prices

(a) Transactions relating to purchase or sale of security
It shall be unlawful for any person, directly or indirectly, by the use of the mails or any
means or instrumentality of interstate commerce, or of any facility of any national securities
exchange, or for any member of a national securities exchange -

(2) To effect, alone or with one or more other persons, a series of transactions in any security
registered on a national securities exchange or in connection with any security-based swap
agreement (as defined in section 206B of the Gramm-Leach-Bliley Act) with respect to such
security creating actual or apparent active trading in such security, or raising or depressing
the price of such security, for the purpose of inducing the purchase or sale of such security

by others.
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7F o FEI Ao HI|E dth(Loss, Fundamentals of Securities Regulation (1983), p.992).
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Study on Requirement of Manipulation caused from the Real Sales

NamGung, Ju Hyun

ABSTRACT

Manipulation caused from the real sales under the 176(2)(i) of Financial Investment
Services and Capital Markets Act (FSCMA) is the most common maipulation which
occurs in the market. Therefore in order to protect the investors and to establish healthy
market transaction, it is important to closely regulate manipulation caused from the real
sales. However, since market is based on the real sales, it will be difficult to distinguish
with the formal transaction. Therefore, by closely regulating manipulation caused from the
real sales, it could possibly constrict the formal transaction as well.

Also, in US and Japan, in order to be maipulation caused from the real sales,
maipulation must have occurred within the series of transaction. However, under the
FSCMA, it simply stated 'the purchase or sales of such security', thus it raises some
interpretation issues. Recently, the lower court acknowledged that one time sell which
caused a drop in price is also a manipulation caused from the real sales. The transactor in
this case argued that one time sell does not fall under the 'for the purpose of inducing the
purchase or sale of such security by others' and 'raising or depressing the price of such
security' requirements. however, the court did not agree with the argument.

Maipulation caused from the real sales only occurs when the act is 'for the purpose of
inducing the purchase or sale of such security by others' and 'for raising or depressing the
price of such security', therefore, when exchange distribution happens on listed securities
which causes manipulation in spot-linked futures trading and brings price changes in listed
securities on KRX, it could be considered as a single market-making action.

All problems mentioned above could be concluded as a discussion on the
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interpretation on the 'for the purpose of inducing the purchase or sale of such security by
others' requirement. Even though it is very hard to prove 'for the purpose of inducing the
purchase of sale of such security by others' requirement, cannot remove it from the
regulation because once removed, the line between formal transaction and the
manipulation caused from the real sales could become blurred, causing constriction on
formal transaction.

Therefore, in order to protect the good traders, it is important to specifically explore
and objecively interpret the 'for the purpose of inducing the purchase or sales of such by
others' requirment.

Key Words: manipulation, real sales, series of transaction, formal transaction, good traders,

purpose of inducing



