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SFC Suspends the Registrations of Chan Shek Hong
Raymond for Unregistered Portfolio Management and
Breaching the Code of Conduct

22 Nov 2002

The SFC has suspended the registrations of Mr Chan Shek Hong Raymond for six months.

The SFC started an inquiry into Chan after receiving a complaint from one of his clients. Chan
entered into a private agreement with the client in July 2001 whereby the client agreed to let Chan
use her account maintained with Phillip Securities (HK) Limited for a certain period. In return, Chan
agreed to cap the investment amount in the client’s account at $600,000. He also guaranteed a
monthly return of at least $30,000 for the client’s investments and agreed to make up all the losses
incurred in the account.

Chan traded beyond the $600,000 limit on the third day of trading and continued to make more
transactions to earn more commission. Eventually, the client suffered losses of about $200,000.
Chan refused to compensate the client and attempted to avoid liability by claiming that the private
agreement was void. The excessive trading conducted by Chan in the client’s account exposed the
client to unnecessary financial risks.

Chan has breached:

section 49 of the Securities Ordinance by providing portfolio management services to a client without being
registered as an investment adviser;

the internal policy of his employer by managing that client’s account on a discretionary basis without
obtaining the proper authorization;

General Principle 1 of the Code of Conduct by attempting to avoid liability in his dealings with that client and
making excessive transactions in that client’s account to earn more commission; and

General Principle 2 of the Code by exceeding an agreed investment limit which exposed that client to
unnecessary financial risks.

The SFC concluded that Chan was guilty of misconduct and his fitness and properness had been
called into question. The SFC therefore decided to suspend his registrations for six months.

Mr Alan Linning, Executive Director of Enforcement, said: “A person may only provide portfolio
management services to clients if he is properly registered with us as an investment adviser. Mr
Chan was not. Unregistered investment advisory activities are strictly prohibited. Mr Chan knew this
but chose to ignore the law. Mr Chan’s conduct was disreputable and unethical.”

“A registered person must act responsibly and use his best efforts to try to rectify any mistake
committed by him in his dealings with clients. Where a registered person is authorized to manage a
client’s account on a discretionary basis, he must justify each investment decision he made for his
client and must not engage in excessive trading which exposes his client to unnecessary financial
risks. We will treat any breaches of these requirements seriously,” Mr Linning said.

Chan is a securities and commodities trading dealer’s representative accredited to Phillip Securities
(HK) Limited and Phillip Commodities (HK) Limited respectively.
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