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Broker A (Intermediary)

Broker B (Principal)

PRIN =0.05 PRIN =1
Trading Shares Shares Trading Shares Shares
day sold purchased day sold purchased
(1 )
1 27,000 35,000 1 0 25,000
2 20,000 27,000 2 0 20,000
3 15,000 15,000 3 0 50,000
4 24,000 29,000 4 0 10,000
5 53,000 32,000 5 0 68,000
6 49,000 133,000 L
7 86,000 91,000 1 50,000 0
8 71,000 131,000 2 0 50,000
9 163,000 102,000 3 50,000 0
10 117,000 75,000 4 0 50,000
11 228,000 286,500 5 50,000 0
12 102,000 113,000 6 0 50,000
13 185,000 108,000 7 50,000 0
14 25,000 37.000 8 5,000 5.000
135 173,000 153,000 9 0 50,000
16 168,000 311,000 e
17 62,000 81,500 1 100,000 0
18 70,000 135,000 2 10,000 0
19 271,500 128,500 3 0
20 240,000 266,500 4 0




V

manipulation
<

b IS b s as g5 IS sk o <
42...«\3 <
(on behalf of outside investors)
(principal) olas s> gl <

0055 IS < Zad b3l 6l b (OIS G S8 4l cad
< Allen and Gale(1992)
principal ¢ 5 5| Vsl p3oe Sl gl b Ce 3 (28, <
dasly g 5550 DVsles pgee el Vb b Ce3 28y <
forecast .S o s i |y s 33 Jsl 55 AN

slasl o 36 5 Jo ol > oS slge s



manipulation
<

b (6585 31 18 ol sl
oust o JUl e

Olal oo D3k sl b o oLl
23 63 Sllag sl elin G <

A

A

A

slasl o 36 5 Jo ol > oS slge s



manipulation
<

Egan, Matvos, Seru(Y - \A) The Market For Financial
Adviser Misconduct
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Table 6: Firms with the Highest and Lowest Incidence of Misconduct

{a} % of Advisers who have been Disciplined for Misconduet

Rank Firm Misconduct Rate  # Advisers
1 Oppenheimer & Co. 19.60% 2.275
2 First Allied Securities 17.72'% 1.112
3 Wells Fargo Advisers F'N 15.30% 1,797
4 UBS Financial Services 15.14'% 12,175
5 Cetara advisers 14.39% 1.432
§ Securities America, 14.30% 2.546
7 National Planning Corp. 14.03% 1.760
8 Raymond James 13.74% 5,495
9 Stifel. Nicolaus & Co. 13.27% 4.008
10 Janney Montgomery Scott 13.27% 1.394
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(b} % of Advisers who have been Disciplined for Misconduet

Rank Firm Misconduct Rate 4 Advisers
1 Morgan Stanley & Co. 0.79% 3.807
2 Goldman, Sachs & Co. 0.88% 7.380
3 BNP Paribas Securities 1.17% 1,109
4 Suntrust Robinson Humph. 1.25% 1,040
5 Blackrock Investments 1.39% 1.442
G UBS Securities 1.51% 1,785
7 Jefferies 1.67% 1.676
8 Prudential Inv. Mgmt. 1.70% 1.234
9 Wells Fargo Securities 1.70% 2.876
10 Pershing 1.72% 1.049




manipulation
P

Table 8: Consequences of Misconduct

{a) Industry and Firm Discipline

Remain with the Firm

No Misconduct
Leave the Firm

Misconduct
81.29%

51.99%
18.71% 48.01%

Leave the Industry 8.92% 26.96%
Join a Different Firm (within 1 year) 9.79% 21.05%
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(a) Firms with at Least 100 Employees (as of 2015)
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(a) Job Separations

(1) (2) (3)

Misconduct 0.312%%%  (L331%FF  ().274***
(0.0189)  (0.0174)  ( 0.184)
Firm Misconduct 2.78G%**  3.05THH*

(0.406)  (0.372)
Firm Misconduct x Misconduct -2.843%*%* _3,104%** _1.312%**
(0.408)  (0.368)  (0.111)

Adviser Controls X X X
YearxFirmxCounty F.E. X
Observations 7,278,974 7,278,974 7,241,162

R-squared 0.009 0.017 0.345
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(b) Firm Hiring

e il Lol 3] o lase|

(1)

(2)

(3)

Misconduct Rate;_1
Owner /Officer Misconduct
No. advisers (millons)
Investment Advisory Firm
Affiliated w/ Fin. Inst.
Firm Age

Year F.E.

State F.E.

Observations
R-squared

0.379%**
(0.0565)
0.00761%**
(0.00132)
-0.372% ¥
(0.132)
0.000466
(0.00154)
-0.00943%¥*
(0.00167)
-1.89¢-04
(3.53¢-04)

17,847
0.044

0.373%**
(0.0563)
0.00762%**
(0.00132)
-0.373%%*
(0.135)
0.000805
(0.00155)
-0.00935% ¥
(0.00167)
-4.63e-04
(3.620-04)

17.847
0.045

0.364%%*
(0.0555)
0.00708***
(0.00131)
-0.321%*
(0.135)
0.000664
(0.00159)
-0.00776% ¥
(0.00169)
-4.17e-04
(3.58¢-04)

17.847
0.052
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Senior Yen Trader: the whole HF (hedge fund) world will be kissing you
instead of calling me if libor move lower

Yen Trader 1: ok, i will move the curve down 1bp maybe more if T can
Senior Yen Trader: maybe after tomorrow fixing hehehe
Yen Trader 1: fine will go with same as yesterday then

Sentor Yen Trader: cool

Yen Trader 1: maybe a touch higher tomorrow.'®
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From 4 December 2008:
Swiss Franc Trader: can u put 6m swiss libor in low pls?

Primary Submitter: NO

Swiss Franc Trader: should have pushed the door harder

Primary Submitter: Whats it worth

Swiss Franc Trader: ive got some sushi rolls from yesterday?
Primary Submitter: ok low 6m , just for u

Swiss Franc Trader: wooooooohooooooo 0.01%7? thatd be awesome

Primary Submitter: 1.33

Swiss Franc Trader: perfect u r a nice man
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CBOE Volatility Index ("VIX) ¢ A atchlist
ns - Chicago Optio

Chicago Options elayed Price. Currency in USD

39.94 +22.63 (+130.73%)

At close: 5:17AM EST
@ Indicators @ Comparison ~ EJ DateRange 1D 5D 1M 3M 6M YTD 1Y 2Y 6Y Max  ([Minterval IMv ¥ Linev (® Draw
AVIX 1347 X

1. Credit crisis

2. Russian ruble crisis 3.US loses
AAA credit rating

60.00

50.00
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(C) OTM and ITM options daily trade volume
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(A) Put options VIX sensitivity

VIX Sensitivity
4
1

Far OTM OT™M ATM IT™




manipulation
P

LSJK:"‘“ LSL“ slas

(B) Put options trade volume at settlement
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(A) Trade volume around the €0.5 cutoff
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(B) Number of trades over time
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Presidential Address : Does Finance Benefit Society”
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There is no attempt to hide what they are doing, no sense of
guilt. It is ordinary business.(LIBOR emails)

I fear that in the financial sector fraud has become a feature
and not a bug.

The Hippocratic Oath makes it socially unacceptable for a
doctor to maximize income at the expense of patients.

The same is not true in finance. We teach our students how to
maximize the tax advantage of debt and how to exploit
arbitrage opportunities.
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Health
Finance/Insur/RealEst
Misc Business
Communic/Electronics
Energy/Nat Resource
Transportation

Other
Ideology/Single-Issue
Agribusiness

Defense
Construction

Labor

Lawyers & Lobbyists

$561,270,877

$523,998,556
$507,377.505
$410,574,273
$318,340,189
$246,305,195
$223,466,893
$150,696,303
$132,132,200
$124,901,961

$63,027.130

$47,821,117

$19,817.822
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