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!"# This chapter explains the draft legislative regulations which are contained in 
Annex A.
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!"- In implementing the Market Abuse Directive, the Government’s objectives are 
to create a regime which is: 

¶ proportionate; 

¶ comprehensible;

¶ effective; and 

¶ consistent with our obligation to implement the directive. 

!"! In respect of the ground covered by the Market Abuse Directive, the UK has a 
pre existing civil legal framework, mainly in Parts 6 and 8 of the Financial Services and 
Markets Act 2000 (FSMA).  Part of this pre-existing regime, that in Part 8 of FSMA, was 
new in FSMA and has been operational for only two and a half years. 

!". The UK also has a criminal regime covering insider dealing and market 
manipulation1.  The directive is aiming at creating an effective administrative regime 
dealing with market abuse. The Government has therefore decided not to change the 
criminal regime as part of the implementation of this directive. 
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!"6 In the process of the drafting of the regulations, the Government has considered 
whether or not the UK’s existing regime, in particular that covering market abuse, could 
be largely left alone given that it has a broad similarity to that contained in the directive.  
We do not consider that this is possible.  Despite the broad similarity between the UK’s 
existing regime and the provisions in the directive, there are important detailed 
differences. Some of these differences mean the UK’s current regime falls below the 
minimum standards required by the directive.  The Government believes therefore that 
certain substantive changes are needed to the UK’s existing regime to ensure it is 
compliant with the directive.   

!"7 In making these changes to the UK’s existing regime, the Government faced a 
choice.  This was whether also to change the UK’s existing regime in areas where its 
scope was broader than that in the directive, or to maintain the existing scope in these 
areas.

!"8 The draft regulations are based on maintaining the scope of the UK’s existing 
regime where it is broader than that in the directive.  The existing regime was subject to 
extensive consultation and discussion before it was introduced relatively recently.  The 
Government wishes to maintain the current scope of prohibited behaviours and the 
current coverage of markets to which the regime applies.  These aspects of the regime 
are familiar to market participants and important to maintaining the integrity of the 
UK’s financial markets. 

1 Part 5 of the Criminal Justice Act 1993 and s397 of FSMA 
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!"I However, in practice, there is not a radical difference between the two options.  
If we had chosen to align the scope of the UK’s regime to the scope of the directive 
regime, there would have been three main differences in the draft regulations: 

¶ Insider dealing. The new s118(4) of FSMA in the draft regulations which is a 
provision concerning behaviour in relation to relevant information not 
generally available, and not covered by the directive’s prohibitions on 
insider dealing  would not have been included. 

¶ Market manipulation. The new s118(8) of FSMA in the draft regulations 
which covers behaviour giving rise to false or misleading impressions or 
distorting markets which is not covered by the directive’s definitions would 
not have been included. 

¶ Prescribed Markets and Qualifying Investments Order.   The sections of this 
order making Ofex and markets operated by UK Recognised Investment 
Exchanges which are not EEA regulated markets would not have been 
included. 

!"J Elsewhere, where the draft regulations do not rely directly on copying out the 
words in the directive this does not reflect a choice by the Government to have 
obligations that differ from those in the directive. It reflects two things. First, an effort to 
try and ensure that effect is given to the directive’s provisions in the most seamless way 
possible in the light of the UK’s existing legislation.  Second, an effort to add clarity to 
the prohibitions and obligations in the directive for the benefit of investors, financial 
intermediaries and issuers. 

!"#K The other main significant policy choice the Government has made is in respect 
of the directive’s provisions on research recommendations. The directive allows 
member states to choose the most appropriate form of regulation for producers and 
disseminators of research recommendations, including self-regulation. The 
Government has decided that self-regulation will apply where journalists are covered by 
appropriate self-regulatory mechanisms. 

Q1 Do you agree that we should retain the scope of the UK’s existing market abuse 
regime where it is wider than the directive’s regime?  
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!"## The UK’s existing civil definitions of and prohibitions of market abuse are 
contained in Part 8 of FSMA.  Implementing articles 1 to 5 and 9 to 10 of the directive 
therefore requires modifications to Part 8 and the Prescribed Markets and Qualifying 
Investments Order made under a power granted in Part 8. 

!"#- There are two main differences between the current provisions in Part 8 and the 
relevant provisions in the directive: 

¶ First, the Part 8 regime uses the general word “behaviour” when defining 
what constitutes market abuse. The directive is more specific using words 
such as “transactions or orders to trade”.  As a result the range of activities 
caught under Part 8 is potentially wider than that under the directive. 
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¶ Second, the so-called “regular user test” in part defines market abuse in Part 
6 ie behaviour is only market abuse if it falls within the definitions and is 
behaviour that a regular user believes falls below reasonably expected 
standards of behaviour.  There is no equivalent catch all qualification to the 
offences in the directive, but instead a patchwork of different 
defences/qualifications in respect of different offences.  The defences 
currently permitted under Part 8 may therefore differ from those permitted 
under the directive. 

!"#! The Government wishes to retain the breadth of the current Part 8 regime.  We 
believe that it is essential to have a comprehensive market abuse regime to enable the 
Financial Services Authority (FSA) to meet its regulatory objectives, in particular of 
maintaining confidence in the UK’s financial system and reducing financial crime. 

!"#. However, the UK does need to adjust its existing regime to implement the 
directive.  We cannot retain the breadth of the current “regular user test”.  It may mean 
that behaviour prohibited by the directive would be exculpated currently in the UK. So 
for those offences which are included in the directive, we can only make available the 
defences that are included in the directive, this means that we will be reducing the 
current range of defences.  To do otherwise would mean under implementation of the 
directive. 

!"#6 The approach to implementation taken in the regulations has been to recast the 
existing definitions of market abuse to take account of the offences in the directive. The 
new s118 of FSMA in the draft regulations splits market abuse between insider dealing 
and market manipulation. In each category are descriptions of behaviour which 
incorporate the specific offences and qualifications to those offences in the directive. 
The categories of insider dealing and market manipulation also retain offences based 
on existing provisions which incorporate the regular user test only for those offences.   

Q2 Do you think that the structure of the new s118 of FSMA provides a clear guide to 
what constitutes market abuse? 

!"#7 In the new s118 of FSMA in the draft regulations, s118(2) to (4) set out the 
offence of insider dealing. Following articles 2 to 4 of the directive they prohibit dealing 
or attempting to deal on the basis of inside information and disclosing inside 
information.  Recommending or inducing another person to deal on the basis of inside 
information is already captured by the existing s123(1)(b) of FSMA which is left 
unchanged by the draft regulations.   

!"#8 In respect of the prohibition in the new s118(2) of FSMA in the draft regulations 
on dealing or attempting to deal,  the language used in the draft regulations differs from 
that in Article 2.1 of the directive.  The formulation is closer to that currently used in 
Part 8 of behaviour which is “based on” inside information.  We believe that this 
language is familiar in a UK context and also consistent with the prohibition in the 
directive. 

!"#I The third insider dealing prohibition in the new s118(4) of FSMA in the draft 
regulations is based on the definition of market abuse in the existing s118(2)(a) of FSMA 
to the extent that the offence does not overlap with the insider dealing offences in the 
directive.  The prohibition covers “other behaviour” not caught by the first two 
prohibitions. This includes behaviour described in the first two prohibitions when this 
occurs in relation to information which cannot be regarded as inside information (in 
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the way defined in the directive) but is relevant information that is not generally 
available.

!"#J This prohibition is important to ensuring that the UK has a flexible insider 
dealing regime. It enables action to be taken in relation to behaviour based on 
information which would be taken into account by investors but is not sufficiently 
precise to be inside information. It might include, for example, information about the 
state of negotiations over a major contract. 

!"-K In the new section s118C of FSMA in the draft regulations there is a definition of 
inside information giving effect to provisions in the directive2.  The directive refers, in 
relation to financial instruments other than commodity derivatives, to information 
“…likely to have a significant effect on prices”.  The relevant implementing measure3

says that this means information which reasonable investors would be likely to use 
when making investment decisions. We believe that taking the two parts of the 
definition together, information that would be likely to be used by a reasonable investor 
when making investment decisions, is information which will lead to sufficient 
investment decisions being made for it to be likely to be a significant effect on the price 
of those instruments or related derivatives.  

Q3 Do you think that the new s118c of FSMA provides a clear definition of inside 
information? 

!"-# The directive4 includes a list of insiders – those with access to inside information 
– which is given effect to in new s118B of FSMA in the draft regulations.   There is an 
important distinction in the directive between the first three categories of insiders 
(management and shareholders, employees and advisers, and criminals) and the final 
category (people in receipt of information from the first three categories of insider).  For 
those in the latter category to have engaged in insider dealing they must have known, or 
ought to have known, that the information was inside information. Accordingly, new 
s118B (e) of FSMA requires that such persons “..knew or could reasonably be expected 
to have known..” that the information was inside information.  Different language is 
used here than in the directive for the purpose of clarification. 

!"-- New s118(5) to (8) of FSMA in the draft regulations sets out the market 
manipulation prohibitions. The first three are closely drawn from those in the directive5.
The qualification relating to journalism in respect of giving a false or misleading 
impression through the dissemination of information is given effect to in new s118A (4) 
of FSMA in the draft regulations. The market manipulation offences in new s118 (5) of 
FSMA in the draft regulations are subject to the defence that the purpose behind the 
actions was legitimate and that they were in conformity with accepted market practices.  
Accepted market practices, unlike the regular user’s views, are determined by the 
Financial Services Authority (FSA).  In exercising its powers in this area, the FSA has, as 
a result of the first definition in new s130A (3) of FSMA in the draft regulations, to have 
regard to consultation procedures and factors for identifying accepted market practices 
set out in an implementing measure6.

2 Article 1 of Directive 2003/124/EC and Article 4 of Directive 2004/72/EC 

3 Article 1 of Directive 2003/124/EC 

4 Article 2 of Directive 2003/6/EC 

5 Article 1.2 of Directive 2003/6/EC 

6 Articles 2 and 3 of Directive 2004/72/EC 
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!"-! The final market manipulation prohibition in the new s118(8) of FSMA in the 
draft regulations is based on the existing definition of market abuse in s118(2)(b)&(c) of 
FSMA to the extent that it does not overlap with the directive offences.  It catches “other 
behaviour” beyond that in the first three prohibitions that might distort a market, or 
create a false or misleading impression.  Examples of the sorts of behaviours that will be 
captured include: 

¶ inaction which leads to a distortion of a market;  

¶ a course of conduct such as manipulation of commodity delivery 
mechanisms/grading facilities which can send false or misleading 
impressions, but may not be transactions or strictly speaking involve the 
dissemination of information. 

!"-. The new s118A(5)(b) of FSMA in the draft regulations provides a safe harbour 
from the prohibitions on market abuse for behaviour in relation to share buy-backs and 
stabilisation activities by referring to the regulation7 which defines the boundaries of 
the safe harbour.  Buy-back and stabilisation activities which fall outside the safe 
harbour, are not necessarily to be regarded as abusive.  Such behaviour may be entered 
into for legitimate reasons and be an accepted market practice.  Also, behaviour outside 
the safe harbour may not even fit the descriptions of market abuse in any case. 

!"-6 The directive requires changes to the scope of the instruments and markets 
covered by the UK’s market abuse regime. The two major changes this requires are: 

¶ Markets – At the moment the UK’s market abuse regime covers behaviour 
which occurs in relation to financial instruments trading on markets based 
in the UK.  The directive8 requires this to be extended to cover behaviour 
which occurs in the UK in relation to financial instruments admitted to 
trading on a regulated market anywhere in the EEA. 

¶ Instruments – At the moment the UK’s market abuse regime only covers 
behaviour which occurs in relation to investments specified for the purposes 
of s22 of FSMA. The relevant instruments are set out in full in Part 8 of the 
Regulated Activities Order9, which covers a wide range of financial 
investments including equities, debt instruments and derivatives. The 
directive requires this to be extended to cover any instrument that is 
admitted to trading on a regulated market. 

!"-7 The scope of the UK’s proposed revised regime is set out in the new s118(1), 
118A(1)-(3) & s130(1) of FSMA in the draft regulations. S118(1) sets the coverage of 
instruments as those which are admitted to trading on a prescribed market. The new 
s118A(1) of FSMA in the draft regulations sets the geographical scope of the regime. 
Behaviour is covered wherever it occurs if it is in relation to qualifying investments 
admitted to trading  on prescribed markets operating in the UK. But behaviour in 
respect of qualifying investments trading on prescribed markets operating outside of 
the UK is only covered if the behaviour occurs in the UK. 

7 Regulation 2273/2003 

8 Article 10 of Directive 2003/6/EC 

9 SI 2001/554 
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!"-8 The Prescribed Markets and Qualifying Investments Order (PMQI)10 provides 
the definition of qualifying investments and prescribed markets. The draft regulations 
amend the PMQI so that the necessary extensions to the range of markets and 
instruments covered are made.  

!"-I Prescribed markets operating in the UK are as follows: all markets set up by the 
UK’s Recognised Investment Exchanges (the London Stock Exchange, OM London, Virt-
X, EDX, the London International Financial Futures Exchange, the London Metal 
Exchange and the International Petroleum Exchange) together with the market known 
as Ofex. Prescribed markets operating outside the UK are all other EEA regulated 
markets11.

!"-J This coverage of markets is wider than that required in the directive. It includes  
markets run by UK RIEs which are not EEA regulated markets (ie the London Stock 
Exchange’s AIM market from 12 October 2004 and all markets trading commodity 
derivatives until the Markets in Financial Instruments Directive12 is implemented) and 
Ofex (which is neither a market run by a Recognised Investment Exchange nor an EEA 
regulated market). This wider coverage reflects a desire to ensure that all economically 
significant markets in the UK are covered by a regime which deters and punishes 
market abuse. 

!"!K Qualifying investments are as defined in the directive and set out in paragraph 
2.14 above. The only major difference between this list and the UK’s current regime is 
the catch-all category of “other instruments admitted to trading on a regulated market.” 

!"!# The full scope of the directive in respect of instruments and markets covered 
will not be applied to all the offences set out in the new s118 of FSMA in the draft 
regulations. As explained above, the new s118(4) and s118(8) of FSMA in the draft 
regulations are provisions which are not drawn from the directive but based on existing 
offences in FSMA. The coverage of these two provisions will differ from that in the rest 
of the regime in two respects:  

¶ they will only apply in relation to behaviour in respect of investments set out 
in Part 8 of the Regulated Activities Order rather than all instruments 
admitted to trading on regulated markets;  

¶ they will only apply in relation to behaviour in respect of investments 
admitted to traded on  prescribed markets operating in the UK and not to 
behaviour occurring in the UK in respect of investments admitted to trading 
on prescribed markets operating outside of the UK. 

!"!- The effect of this narrowing of the scope in relation to these two prohibitions is 
that UK standards of behaviour are only being applied to investments within the scope 
of UK regulation which are admitted to trading on prescribed markets in the UK. This 
will mean that the rules which apply to someone trading in, for example French equities 
on Euronext, will not differ depending on whether they are located in London or Paris.  

Q4 Do you agree that the scope of the offences based on existing UK definitions of 
market abuse should be the same as the scope of the offences in the existing UK market 
abuse regime? 

10 SI 2001/996 

11 A list of the markets can be found at: http://europa.eu.int/eur-lex/pri/en/oj/dat/2004/c_072/c_07220040323en00030007.pdf 

12 Directive 2004/39/EC 
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!"!! The UK’s existing regime dealing with the issues covered by the disclosure 
provisions in the directive is largely to be found in the Listing Rules, which the FSA 
makes under powers in Part 6 of FSMA.  Many of the ongoing requirements in the 
listings rules are similar to those in Articles 6.1 to 6.4 of the Market Abuse Directive.  
However, the scope of the directive and the Listing Rules differ. 

!"!. The Listing Rules only cover issuers whose securities are admitted to the official 
list.  This is a narrower set of issuers than those covered in the directive.  The latter 
applies to all issuers whose securities are admitted to trading (or for which a request for 
admission to trading has been made) on a regulated market in a member state. This 
applies whether or not those financial instruments have also been admitted to the 
official list. 

!"!6 The draft regulations therefore amend Part 6 of FSMA, in the new s73a, to give 
the competent authority for listing (currently the FSA) the power to make rules 
governing the disclosure of information in respect of instruments admitted to trading 
on regulated markets. Collectively rules made under this power and the existing power 
related to listed securities are to be known as ‘Part 6 rules’. 

!"!7 The new s96A of FSMA in the draft regulations sets out what rules relating to 
instruments admitted to trading on a regulated market must cover. Giving effect to 
Articles 6.1 to 6.4 of the directive13 it requires that the rules must: 

¶ require an issuer to publish, and update as necessary, inside information; 

¶ allow an issuer to delay the publication of inside information in certain 
circumstances; 

¶ require an issuer who discloses information to a third party to publish that 
information without delay in certain circumstances;  

¶ require an issuer to draw up a list of those persons who have access to inside 
information relating directly to that issuer; 

¶ require those discharging managerial responsibilities within  an issuer, and 
people connected to them, to disclose transactions conducted on their own 
account  in shares of the issuer, or derivatives relating to those shares. 

!"!8 An expansion of the FSA’s rule making powers also requires an extension of 
their ability to levy penalties when the rules are broken. The draft regulations revise s91 
of FSMA to extend the range of entities and people who can be sanctioned for breaches 
of the rules. Giving effect to the directive, the draft regulations propose that the FSA 
should be able to sanction issuers with securities admitted to trading on regulated 
markets, and those discharging managerial responsibilities (plus those connected with 
such people) within such issuers.   

!"!I The extension in scope of Part 6 of FSMA requires a definition of persons 
discharging managerial responsibilities in issuers and those connected with them. The 
directive definition appears in one of the implementing measures14.   These definitions 
appear in the new s96B of FSMA in the draft regulations. The definition of someone 

13 Directive 2003/6/EC 

14 Article 1 of Directive 2004/72/EC 
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exercising managerial responsibilities is taken more or less directly from the directive. 
The definition of someone connected with such a person gives effect to the directive 
definition by referring to the definition of “connected persons” in s346 of the 
Companies Act 1985. This is to ensure that the definition uses familiar language to aid 
interpretation. 

Q5 Do you agree with the approach that has been taken to giving the FSA the scope to 
make rule-making powers in respect of the disclosure obligations of issuers whose 
financial instruments are admitted to trading on a regulated market? 

Q6 Do you think it is appropriate to rely on the Companies Act definition of a 
connected person in the implementation of the directive?

!"!J Part 6 of FSMA currently allows the competent authority to suspend from the 
official list, the securities of issuers who are not complying with their ongoing 
obligations under the listings rules.  The directive requires that the competent authority 
has the power to enforce the suspension of trading in financial instruments on a 
regulated market.  This is given effect to in the new s96C of FSMA. This enables the FSA 
to require suspension of the trading of a security in accordance with the Part 6 rules. 

!".K The Government considered also creating a power to allow the competent 
authority to request a suspension of trading by a prescribed market of a financial 
instrument.  It considered that having two powers was unnecessary 

Q7 Do you agree with the approach that has been taken to give effect to the 
requirement in the directive that the competent authority should have the power to 
suspend trading in a financial instrument?

!".# Part 6 of FSMA will need to be revised further in due course to take account of 
the Prospectus Directive and the Transparency Obligations Directive. The changes 
proposed in this consultation document have been discussed fully with those in the 
Treasury and FSA working on implementation of the Prospectus Directive to ensure 
consistency of approach. 

!".- The directive15 requires regulation of those producing and disseminating 
research recommendations by way of business or as part of their progression. Such 
recommendations are information explicitly or implicitly making an investment 
recommendation in respect of a financial instrument or issuer of financial instruments.  
Article 53 of the Regulated Activities Order16  (RAO) requires that those who provide 
advice on the merits of buying and selling investments by way of carrying on a business 
are subject to authorisation by the FSA.   Most producers of research recommendations 
in the UK therefore fall within the scope of regulation by the FSA.  

!".! The main part of the UK’s implementation of Article 6.5 and its associated 
implementing measure will therefore be through FSA rules. The FSA provides details in 
part 4 of this paper on how it will regulate authorised persons producing or 
disseminating research recommendations.   

!".. However, not all people producing or disseminating research recommendations 
fall within the scope of the RAO. There are exemptions to the RAO. The main one is that 
it does not cover journalism where the main purpose of the publication or the 

15 Article 6.5 of Directive 2003/6/EC and Directive 2003/125/EC 

16 SI 2001/554 
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broadcast in which the advice appears or is mentioned is not the giving of investment 
advice or leading or enabling people to buy or sell securities. 

!".6 Under the directive the UK is required to regulate those not covered by the FSA’s 
regulation but whose activity falls within the scope of the directive. One of the recitals to 
the directive17 makes clear that member states have discretion over the form of 
regulation that they believe to be appropriate. This was intended, in particular, to 
ensure that the directive did not cut across traditions of media self-regulation in 
member states. 

!".7 The draft Investment Recommendation Regulations provide freestanding 
regulations covering those not captured by the RAO.  We do not believe it is appropriate 
to amend the RAO to bring all making investment recommendations within the scope 
of regulation by the FSA. The draft regulations draw very heavily on the relevant 
implementing measure to give effect to the directive’s provisions. The only significant 
elaboration is to define what constitutes a “significant financial interest” for the sake of 
clarity. For legal persons the definition draws on the relevant implementing directive18

to define it as a 5 per cent holding in the share capital of an issuer or a 5 per cent 
holding of a debt instrument. For individuals the definition draws on the threshold for 
the disclosure of directors dealings under the directive19.

!".8 Following the examples of the RAO and the Financial Promotions Order20, the 
draft regulations provide an exemption from direct compliance with the obligations 
relating to those making or distributing research recommendations for two categories 
of  journalist: 

¶ those subject to specified self-regulatory codes which include provisions 
dealing with conflicts of interest in financial journalism; 

¶ those subject to firm-specific codes which deal with  conflicts of interest in 
producing or reporting investment recommendations. 

!".I There is one requirement for those subject to self-regulatory codes.  This is that 
there is a reference to the self-regulatory codes in the publications in which the 
recommendations appear.  The aim of this is to ensure that investors are able to be clear 
about the standards under which a recommendation is produced, which is consistent 
with the requirement for self-regulation to be “equivalent” to direct regulation. 

!".J Those who fall outside the specific exemptions will need to comply with the 
requirements in the draft regulations.   It would be disproportionate to set up a 
statutory regulatory system to deal with those falling within this category. However, 
anyone who suffered loss as a result of a failure on the part of someone to comply with 
the obligations in the freestanding regulations would be able to bring a suit for 
damages.

Q8 Do you agree with the approach suggested to implementing the directive’s 
provisions on research recommendations?

17 Recital 22 to Directive 2003/6/EC 

18 Article 6.1 of Directive 2003/125/EC 

19 Article 6.2 of Directive 2004/72/EC   

20 SI  2001/1335 
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!"6K The draft regulations contain no proposals in respect of the FSA’s enforcement 
powers. We believe that under FSMA, the FSA has virtually all the powers that it is 
required to have under the directive21.   The one area where there is some room for 
doubt is in respect of telephone and data traffic records. During the consultation period 
we will continue to look at this issue and may bring forward additional proposals in this 
area.

H(%5(1,)3&2)41,5&4(O4R*25&,(%54

Q1 Do you agree that we should retain the scope of the UK’s existing market abuse 
regime where it is wider than the directive’s regime? 

Q2 Do you think that the structure of the new s118 of FSMA provides a clear guide to 
what constitutes market abuse? 

Q3 Do you think that the new s118c of FSMA provides a clear definition of insider 
information? 

Q4 Do you agree that the scope of the offences based on existing UK definitions of 
market abuse should be the same as the scope of the offences in the existing UK market 
abuse regime? 

Q5 Do you agree with the approach that has been taken to giving the FSA the scope to 
make rule-making powers in respect of the disclosure obligations of issuers whose 
financial instruments are admitted to trading on a regulated market? 

Q6 Do you think it is appropriate to rely on the Companies Act definition of a 
connected person in the implementation of the directive? 

Q7 Do you agree with the approach that has been taken to give effect to the 
requirement in the directive that the competent authority should have the power to 
suspend trading in a financial instrument? 

Q8 Do you agree with the approach suggested to implementing the directive’s 
provisions on research recommendations?

21 Article 12 of Directive 2003/6/EC 
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T"# The Market Abuse Directive Regulations 2004 and the Investment Research 
Regulations 2004. 

BSGBD>;4?CF4$C9;CF;F4;EE;H94DE4A;?>SG;

T"- The purpose is to implement the EU Market Abuse Directive,1 which came into 
force on 12 April 2003, in the most cost effective and proportionate way. The aim of the 
directive is to achieve greater confidence in the integrity of the financial markets in the 
EU by introducing a common administrative framework for deterring and punishing 
market abuse, and through providing a proper flow of information to the market.  

T"! In the main, the regulations make changes to the scope of existing offences and 
obligations rather than introducing new offences and obligations. Those most directly 
affected by the existing market abuse regime, and therefore by these regulations, are 
investors, financial intermediaries and the management of issuers whose securities are 
traded on exchanges.  

T". The directive builds on existing rules and regulations. It was required because 
the European legal framework was incomplete (there were no common provisions 
against market manipulation) and needed updating (the Insider Dealer Directive was 
passed in 1989). The directive covers both insider dealing and market manipulation and 
ensures that the same framework will be applied to both categories of market abuse. It 
also provides a framework for the proper disclosure of information to the market. 

T"6 The directive is one of the centre pieces of the Financial Services Action Plan 
and aims to reduce potential inconsistencies, confusion and loopholes by establishing a 
basic framework for the allocation of responsibilities, enforcement and co-operation 
within the Community.  

T"7 The directive affects investors because its prohibitions on market abuse 
potentially cover behaviour by investors. For example, an investor who becomes aware 
of inside information is prohibited from trading on the basis of that information.  

T"8 The directive affects financial intermediaries because they are the people 
involved in trading financial instruments. As with investors, their behaviour must 
conform with the prohibitions in the directive. This includes refraining from trading on 
the basis of information conveyed by an investor’s pending orders. They are also 
required to report any suspicious transactions they see to the relevant competent 
authority, and to comply with provisions relating to the production of research 
recommendations 

T"I The directive affects the management of issuers of financial instruments traded 
on exchanges because they are required to ensure certain information reaches the 
market. They must ensure that the firms they work for disclose inside information 
promptly, keep lists of those with access to inside information and reveal their dealings 
in the shares of the companies they work for.  

1 Directive 2003/6/EC (OJ L 96, 12.4.2003, p.16) 
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T"J The directive will also affect those working in advisers to issuers and those who 
for professional reasons have access to inside information. They are required to keep 
inside information confidential and not to trade on the basis of the information. This 
group will include people working for public authorities such as the Office for Fair 
Trading and the Competition Commission. 

T"#K The directive also touches, in places, upon others. These include: 

¶ operators of exchanges who must run systems to detect and prevent market 
abuse;

¶ advisers to companies who must keep lists of their own employees who have 
access to inside information about the companies they work for; 

¶ people not working in financial intermediaries who produce research 
recommendations as part of their business or profession (probably mainly 
journalists). 

T"## The UK has a civil regime dealing with market abuse and market integrity, 
mainly in Parts 6 and 8 of the Financial Services and Markets Act, 2000 (FSMA).  The 
UK’s existing regime, as with that in the directive, provides a framework for deterring 
and punishing market abuse, (both insider dealing and market manipulation), and 
ensures a proper flow of information to the market from issuers whose securities trade 
on exchanges. The civil regime stands alongside a criminal regime dealing with insider 
dealing and market manipulation in Part 5 of the Criminal Justice Act 1993 and s397 of 
FSMA.

T"#- The UK’s existing regime for market abuse and market integrity is not identical 
to that in the directive. Implementation of the directive in the UK requires that changes 
are made to the UK’s existing regime to give effect to the directive’s provisions. But 
because there is significant overlap between the UK’s existing regime and that in the 
directive, the changes involve mainly alterations in scope rather than the introduction 
of wholly new offences and obligations.  

T"#! Examples of the main changes of scope required are as follows: 

¶ Boundaries of market abuse. Under the existing regime behaviour is only 
market abuse, inter alia, if a regular user of the market regards the behaviour 
“…as a failure on the part of the person … concerned to observe the 
standard of behaviour reasonably expected of a person in his position in 
relation to the market”. The directive does not include a ‘regular user test’ in 
its definitions of market abuse. Instead there are a series of specific defences 
and qualifications in respect of different offences, although most are likely to 
be considerations that a regular user would take into account in the existing 
UK regime. 

¶ Geographical. The current UK market abuse regime does not prohibit 
market abuse which takes place in the UK in relation to instruments 
admitted to trading on markets based outside of the UK. The directive 
requires that such behaviour is prohibited. 

¶ Management of issuers. The current UK regime requires directors of 
companies and those closely associated with them to disclose dealings in 
shares of the companies for which the directors work. The directive has a 
similar obligation but it covers senior management rather than just 
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directors, and has a more expansive definition of those closely associated 
with the directors. For example, it includes relatives other than spouses and 
dependent children sharing the same house as a member of senior 
management.

T"#. There are a few areas where the directive introduces new obligations. The main 
ones are as follows: 

¶ Insider lists. The directive requires issuers of securities, and persons acting 
for them, to draw up a list of those persons working for them who have 
access to inside information. The UK does not have a direct requirement like 
this currently, although the keeping of insider lists is something many 
issuers already do as a matter of best practice. 

¶ Investment recommendations. The directive requires regulation of those 
producing investment recommendations. Currently the UK does not 
regulate this as a freestanding activity. However, most of those producing 
investment recommendations work in FSA authorised firms subject to a 
framework of principles and rules dealing with issues such as conflicts of 
interest. And many journalists producing investment recommendations are 
subject to self-regulation. 

¶ Reporting suspicious transactions. The directive requires financial 
intermediaries to have an obligation to notify the competent authority of 
suspicious transactions. The UK regime does not currently have a direct 
obligation along these lines but financial intermediaries operate under FSA 
principles and rules that seek to promote integrity and there are similar sorts 
of obligations arising out of the Proceeds of Crime Act. 

T"#6 Given the draft regulations have a similar coverage to the UK’s existing market 
abuse regime, they should not lead to much of a change in the rate of enforcement 
activity against market abuse. Under the new market abuse powers in FSMA there has 
been one successful enforcement action taken which resulted in a £15,000 fine for 
insider dealing. The FSA also fined one firm in 2003 for abusive trading activity which 
took place before the new regime came into force. Action was taken for a breach of 
general business principles governing authorised firms. Since 2000, four successful 
enforcement actions have been taken for breaches of issuers’ disclosure obligations 
under the Listing Rules (which are akin to aspects of the market integrity provisions of 
the directive). In the year from 1 April 2003, the FSA opened 30 enforcement 
investigations in respect of market abuse and 2 in respect of breaches of the Listing 
Rules. At 31 March 2004 there were 25 market abuse enforcement investigations still 
open and 6 Listing Rules enforcement investigations still open. These figures include 
some investigations opened in earlier years. 

T"#7 The directive - like the current UK regime - is aimed at reducing market abuse 
and ensuring that markets are properly informed. The risk of failing to deal with this 
issue is that there will be a loss of confidence in securities markets. This would adversely 
affect both savers and companies. Savers could face higher transactions costs, be left to 
choose from a narrower range of investment products and enjoy less attractive returns. 
Around 11 million individuals in the UK hold shares directly, and individuals have 
around £800 billion invested indirectly in securities through various forms of collective 
investment products. Companies could face a higher cost of capital if abuse reduces 
liquidity in financial markets. At the end of March 2004 there were 1,530 UK companies 
admitted to trading on the London Stock Exchange’s main market.   
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T"#8 Do nothing. Taking no action to implement the directive would still mean that 
the UK would have a legislative regime aimed at deterring and punishing market abuse 
and promoting market integrity and there would be no additional costs for industry. But 
it will not allow us to meet the objective of fulfilling our obligations under the directive. 
The UK’s existing regime falls short of the regime in the directive in some areas. For 
example, the scope of the current regime is narrower than that in the directive in the 
areas set out in paragraph 2.12.  

T"#I The risk of this option is that the UK would be infracted by the Commission for 
failure to implement the directive correctly. We judge that if such proceedings started 
they would have a reasonable chance of succeeding. The UK would then be forced to 
revise our market abuse regime to make it consistent with that in the directive. 

T"#J Implement the draft regulations. The draft regulations seek to meet our 
objectives by incorporating the directive’s provisions into the UK’s existing market 
abuse regime. Where the scope of the UK’s existing regime is broader than that in the 
directive, the current scope is retained. This enables the UK to comply with its 
obligations to implement the directive, ensuring that the UK retains an adequate 
breadth of regime, and provides greatest continuity for those affected by the UK’s 
existing regime.  

T"-K The main risk to our objectives from this option is that this regime is more costly 
as a result of being broader than that in the directive itself.  

T"-# Adapt the UK’s existing regime to align its scope with that in the directive. This 
would give certainty that the UK had complied with its implementation obligations. It 
would also provide the UK with a regime for deterring and punishing market abuse 
broadly consistent with that in other member states.  

T"-- Relying on the scope of regime in the directive would represent a bigger change 
to existing arrangements than the second option. Relative to adapting the existing 
regime, there are three changes that would be needed to the draft regulations to 
implement this option (there are other areas in which the language in the regulations 
departs from that in the directive but this is to provide clarity rather than to change the 
regime). All three changes would narrow the scope of the UK’s market abuse regime.  

T"-! The three provisions that would be removed from the draft regulations under 
this option are as follows:  

¶ Insider dealing. The provision in the regulations (the proposed new s118(4)) 
of FSMA) drawn from the existing regime which would prohibit behaviour 
(not covered by the offences drawn from the directive) in relation to relevant 
information not generally available, subject to the ‘regular user test’.  

Omission of this provision would no longer explicitly prohibit people from 
trading to their advantage and to the disadvantage of others on the basis of 
information not generally available to investors.  

¶ Market manipulation. The provisions in the draft regulations (the proposed 
new s118(7) of FSMA) drawn from the existing regime which would prohibit 
behaviour (not covered by the offences drawn from the directive) which 
gave a false or misleading impression or distorted markets. 
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Omission of this provision would, for example, no longer explicitly prohibit 
someone from giving a false and misleading impression affecting trading in 
commodity derivatives by the movement of physical commodity stocks.  

¶ Scope. The provisions in the draft regulations (the amendments to the 
Prescribed Markets and Qualifying Investments Order), which would prohibit 
market abuse in relation to financial instruments traded on Ofex and the 
London Stock Exchange’s AIM market (and before the Markets in Financial 
Instruments Directive is implemented in mid-2006, the London Metal 
Exchange, the International Petroleum Exchange and OM London). 

Omission of this provision would mean that markets aimed at providing a 
platform for new and growing companies would no longer provide the same 
level of protection to investors from market abuse as they enjoy in respect of the 
securities of larger more established firms trading on the London Stock 
Exchange’s main market. It would also be disruptive to the UK’s commodity 
derivatives exchanges who would be outside of the regime for about eighteen 
months. The markets affected have indicated that they wish to remain inside the 
scope of the civil market abuse regime. 

T"-. The main risk to our objectives from this option is that the narrowing of the 
market abuse regime undermines confidence in the UK’s financial markets. 

T;C;E$9>4?CF4HD>9>

T"-6 The sections below on benefits and cost do not take into account any 
environmental or social impacts arising out of the options considered. The operation of 
financial markets may have significant implications for sustainable development, but 
the directive does not directly impact on the environment or our natural resources. 
Likewise the operation of financial markets may have significant implications for the 
distribution of wealth and income, but the directive does not directly impact on the 
distribution of wealth and income. The focus of the analysis is therefore on the 
economic costs and benefits.  

T"-7 The main effects of potential changes to the market abuse regime will be felt by 
investors, financial intermediaries trading securities and by companies whose securities 
are admitted to trading on an exchange. The benefits and costs set out below are based 
on the impact on 2,839 companies authorised by the FSA at the end of March 2003 to 
conduct investment management and securities and futures business and the 1,530 UK 
companies whose securities were admitted to trading on the main market of the 
London Stock Exchange at the end of March 2004. 

T"-8 When the market abuse regime was introduced in 1999 it was estimated that 
there was a cost of £500 an hour for firms in seeking advice on the regime (made up of 
internal costs and the costs of external legal advice). The calculations below have 
updated this to £610 an hour on the basis of increases in average earnings of those 
working on financial intermediation. 

T"-I All the options involve the UK continuing to have a significant civil market 
abuse regime alongside a criminal regime. What they offer are variations on the 
boundaries of the civil regime. There are good grounds for believing that having an 
effective market abuse regime bring significant benefits; but it is less easy to determine 
the point at which the marginal benefits of a wider scope equal the marginal costs to 
investors and the industry of complying with the regime. 
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T"-J Market integrity matters for investors, intermediaries and companies. This is 
because it potentially impinges on liquidity of markets, which, crudely put, is the ability 
of markets to absorb fluctuations in trading activity without huge movements in prices. 
The lower is liquidity, the higher are the risks and costs for investors and intermediaries 
and the more expensive raising capital is for issuers. 

T"!K One crude measure of liquidity is spread – the difference between the best bid 
and offer prices in the market place. A calculation of the weighted average spread for 
FTSE 100 shares at a point on 16 June was 19 basis points (ie about a fifth of a 
percentage point). Based on total turnover in UK equities in 2003 of £1,540 billion, the 
spread cost was £2.9 billion. A 1 basis point increase in the spread using these figures 
would increase costs to the market of trading by £150 million. As one of the factors 
affecting liquidity and spreads, a market abuse regime has the potential to bring 
significant benefits. 

T"!# Less interest in trading securities in the UK would also have direct affects on 
economic activity in a sector of the UK economy. Figures collated by International 
Financial Services London show that securities dealing in the UK accounts for 0.05 per 
cent of GDP and employs about 58,000 individuals 

T"!- The fact that all of the options involve the UK having a significant civil market 
abuse regime alongside a criminal regime limits the extent to which any of the options 
will change the compliance costs currently faced by industry. The one-off costs of 
change are likely to significantly outweigh any overall addition, if any, to annual 
compliance costs.  

T;C;E$9>

T"!! The main benefit of this option is that it would involve no change to the existing 
regime. Everyone could continue to work with a regime they are familiar with. However, 
because the UK’s existing regime does not give effect to all of the provisions in the 
directive (paragraph B13 above outlines the main differences), it is probable that the UK 
would be successfully infracted by the Commission for failure to implement the 
directive properly. At that stage the UK would have to change its regime, choosing 
either of the second or third options.  

T"!. Implementation of the draft regulations would minimise the changes to the 
UK’s market abuse regime. For those involved in the markets, the regime should be 
more familiar. It should also eliminate the risk of infraction proceedings by the 
Commission.

T"!6 The main benefit of this option is that it would maintain the breadth of the 
current regime market abuse regime. The FSA would be able to take enforcement action 
against behaviour which the directive doesn’t prohibit but which the Government 
regards as falling short of an acceptable level of conduct in financial markets. Examples 
of the kinds of behaviour were given in paragraph B23 above. The existing regime was 
widely consulted on and discussed before its introduction.  

T"!7 Perhaps the most significant benefit of retaining the existing scope is that it 
ensures that the Ofex and AIM markets fall within the scope of the regime. These are the 
two most successful junior equity markets in Europe (in terms of the number of 
companies traded on the markets), and many companies have graduated from them to 
the London Stock Exchange’s main market. Both markets wish to remain within the 
scope of the regime. They see it as being an important component of encouraging 
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investor interest in the companies traded on their markets, by providing reassurance 
that abusive behaviour in relation to the markets will be punished. Such protection 
benefits the markets, investors and the companies whose securities trade on these 
markets. Over 700 UK companies have securities trading on AIM and over 150 UK 
companies have securities trading on Ofex.  It would also avoid disruption in respect of 
commodity derivatives markets run by OM London, the International Petroleum 
Exchange and the London Metal Exchange.  They are caught in the scope of the UK’s 
existing regime but outside the scope of the directive until the Markets in Financial 
Instruments Directive is implemented by the end of April 2006. 

T"!8 Implementing the directive in the UK and elsewhere will narrow the differences 
between market abuse regimes in EEA countries. This should reduce compliance costs 
for those trading in more than one member state. These benefits will, however, be 
reduced to the extent that the UK retains additional provisions to those contained in the 
directive. 

T"!I Replacing the UK’s existing regime with that in the directive would eliminate 
any risk of proceedings by the Commission for failure to implement properly. It would 
also leave the UK with a regime dealing with the main aspects of market abuse and 
market integrity.  

HD>9>

T"!J There would be no new costs for investors, intermediaries or companies in the 
short term. But potentially the government would have to bear the costs of infractions 
proceedings and investors, intermediaries and companies would then need to bear the 
costs of either of options 2 or 3 depending on which was chosen to bring the UK’s 
regime into compliance with that in the directive.   

T".K Infractions proceedings would involve policy and legal input within government 
and use of external legal resources. The internal input might require 200 hours of policy 
input and 200 hours of legal input. At an average cost of £30 an hour this would cost 
£12,000. About 50 hours of external legal advice might be required. At an average cost of 
£250 an hour this would cost £12,500. 

T".# Adapting to a new regime will involve costs. The one-off compliance costs for 
intermediaries will vary from firm to firm depending upon their involvement in the 
market. At the time of the introduction of the market abuse regime in FSMA it was 
estimated that intermediaries would require, on average, ten hours of time to prepare 
for the new regime.  

T".- There is no reason to believe that the introduction of the directive should be any 
more costly than the introduction of the regime in FSMA. It represents a change to an 
existing regime rather than the introduction of a wholly new regime.  Across the firms 
involved in securities trading this produces a one-off implementation cost of 
approximately £17 million.  

T".! There should be little incremental addition to the ongoing compliance costs of 
financial intermediaries relative to the position before the implementation of the draft 
regulations. They will be dealing with a regime very similar to the existing market abuse 
regime. The FSA have estimated that approximately £104,0000 will be spent on making 
200 suspicious transaction reports a year by intermediaries. This represents one man 
day per report for a compliance officer earning £65,000 (on the assumption of a 100 per 
cent overhead rate and a 250 day working year). 
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T".. Companies with securities admitted to trading on regulated markets would also 
need to adapt to the provisions arising out of the requirements to keep lists of those 
with access to inside information and the widened obligation to make public managers 
transactions in the shares of their own companies. The compliance costs arising out 
of the requirements on insider lists should not be significant.  Whilst there is currently 
no formal legal requirement in this area, issuers already maintain insider lists as a 
matter of good practice.  The widening of the obligation to report managers’ 
transactions is likely to add to costs.  The FSA estimates one-off legal and training costs 
of £21 to £36 million.  And additional annual compliance costs of £260,000 for extra 
announcements to the market. 

T".6 Those dealing on UK markets would be subject to a wider market abuse regime 
than those dealing on non-UK markets. Implementation of the directive across the EU 
will actually serve to narrow the existing differences between the UK and other EU 
countries. We are not aware of any evidence that the current breadth of the UK’s regime 
has led to any trading activity moving to other financial centres with narrower regimes. 
Implicitly any additional costs are lower than the benefits of continuing to trade in 
whose securities trade on these markets. Over 700 UK companies have securities 
trading on AIM and over 150 UK companies have securities trading on Ofex. 

T".7 This option will involve one-off costs of adjustment. The costs for issuers would 
be identical to those under the previous option (£21 to £34 million) as the obligations 
would be identical. The costs for intermediaries are also likely to be very similar to the 
previous option (£17 million). Whilst the regime would be less broad than under the 
previous option, it would represent a bigger change to the status quo.  

T".8 Again the ongoing additional costs for issuers relative to their existing costs will 
be identical to the previous option (£260,000 a year). Ongoing compliance costs for 
intermediaries might be lower than currently for two reasons: this option narrows the 
differences between the UK’s regime and those in other countries making life easier for 
those doing business in other countries as well as the UK; and it has a narrower scope 
relative to the existing regime. If on average companies trading in securities save 2 
hours of compliance/legal advice a year, there would be an annual cost saving of £3 
million a year.  As in the previous option there will be an annual addition to 
intermediaries costs from making suspicious transaction reports of £104,000. 

HDC>S<9?9$DC4X$9:4>A?<<4TS>$C;>>4

T".I This is the first consultation being conducted on the Market Abuse Directive 
Regulations 2004 and small businesses will be consulted as part of this formal public 
consultation process. However, informal consultations have already been held with a 
variety of industry associations including some representing smaller companies. The 
main association representing smaller companies made no direct suggestions regarding 
the proposals in the process of informal consultation. 

HDAB;9$9$DC4?>>;>>A;C9

T".J Given that the draft regulations would introduce largely incremental change to 
an existing regime, they should not have a significant effect on competition.  

T"6K Two main markets are likely to be affected by the implementation of the Market 
Abuse Directive. The market for the provision of exchange services, and the market for 
the provision of intermediary services linked to securities dealing.  
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T"6# Because of the network externalities associated with liquidity, the market for 
exchange services is dominated by a small number of companies. However, the market 
is contestable. For example, there is currently three-way competition between 
exchanges in the trading of Dutch equities. Exchanges have two main assets: their 
brand and their trading technology. An important part of their brand is a reputation for 
probity. Requirements under the directive for exchanges to have structures to prevent 
and detect market abuse (which already exist in UK legislation) do not constitute a 
barrier to entry but an essential component for any exchange wanting to attract 
liquidity. 

T"6- There are 2839 firms in the UK authorised by the FSA to manage investments 
and to deal in securities and futures. In addition there are branches of firms authorised 
elsewhere in the EEA doing the same business in the UK. Together these firms include 
major international investment banks as well as a large number of smaller firms. All face 
the same market abuse regime and all need to understand it. The regime should not, 
however, bear disproportionately on smaller firms. It is no more difficult for a small firm 
to act with integrity towards the market than for a large firm. The day to day obligations 
directly imposed on those trading securities by the directive are limited (the main 
obligation is to report suspicious transactions). For the same reason, the draft 
regulations should not constitute a barrier to entry to the securities trading industry. 

;CEDGH;A;C94?CF4>?CH9$DC>

T"6! The Government via the Financial Services and Markets Act 2000 (FSMA) 
delegated the power of enforcement of the market abuse regime to the Financial 
Services Authority (FSA). The FSA has already taken enforcement under this regime. 
There is no reason to believe that the regime under any of the options would not be 
enforced.

T"6. Article 14 of the directive requires administrative sanctions as a minimum 
standard. There is nothing in the directive that alters the range of sanctions currently 
available in the UK to deal with market abuse, as opposed to the scope and nature of the 
offences covered. 

ADC$9DG$C=4?CF4G;@$;X

T"66 The EU has no specific current formal plans to review the effectiveness of the 
Market Abuse Directive. However, under the Lamfalussy process for financial services 
legislation in the EU, the Commission has a role in ensuring that legislation is enforced 
properly in Member States. In part in doing this job it relies on the private sector to 
point out specific problems.  

T"67 The UK government has no specific current formal plans to review the 
effectiveness of legislation introduced as part of the implementation of the EU’s 
Financial Services Action Plan in the UK, and no specific current formal plans to review 
the effectiveness of the primary legislation in FSMA (although aspects of the impact of 
FSMA overall are being considered as part of an exercise looking at FSMA two years on 
from when it came into force).  
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T"68 The sorts of criteria that the effectiveness of a market abuse regime needs to be 
judged against might include its impact on the following: 

¶ the incidence of market abuse; 

¶ the ability to successfully prosecute incidences of market abuse; 

¶ the confidence of investors in the probity of the UK’s financial markets; 

¶ the costs of trading for investors; 

¶ the costs of capital for issuers; 

¶ the costs to financial intermediaries and issuers of complying with the 
regime.

HDC>S<9?9$DC

T"6I This is the first formal public consultation on the draft Market Abuse Directive 
Regulations 2004. However, informal consultations have already been held with 
industry associations, exchanges and investment banks. These consultations have 
helped to shape the proposals that have emerged in the draft regulations. In particular, 
they have influenced: 

¶ Architecture. The broad architecture of the new s118 of Part 8 of FSMA in the 
draft regulations emerged out of a discussion of possible approaches at a 
roundtable and a subsequent worked-up suggestion from industry. The 
shape of the part of the draft regulations dealing with investment 
recommendations was also influenced by a discussion of broad options with 
representatives of media organisations including working journalists. 

¶ Scope. The limiting of the geographical scope of the prohibitions drawn 
from the existing regime responds to suggestions from industry. 

T"6J The informal consultation has indicated that market participants and market 
operators are broadly content with the existing scope of the UK’s market abuse regime. 
They regard it as familiar and not excessively burdensome. Both Ofex and AIM have 
indicated that they wish to remain inside the scope of the regime.  

>SAA?GU4?CF4G;HDAA;CF?9$DC

T"7K Option 2 is recommended. This will enable the UK to comply with its 
obligations to implement the directive whilst at the same time retaining a market abuse 
regime which is sufficiently broad to maintain confidence in the integrity of the UK’s 
financial markets. (See costs on next page) 
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1. Do nothing No incremental change in costs. 

£12,500 costs of infractions 
proceedings.

Regime is not legally sustainable. 

No incremental change in benefits. 

2. Implement draft 
regulations 

£17 million one-off implementation 
costs for intermediaries. 

£21 million to £34 million one-off 
implementation costs for issuers. 

£260,000 addition to annual 
compliance costs for issuers. 

£104,000 annual cost of suspicious 
transactions reports 

No incremental change in benefits. 

3. Implement 
scope of directive 
regime 

£17 million one-off implementation 
costs for intermediaries. 

£21 to £34 million one-off 
implementation costs for issuers. 

£260,000 addition to annual 
compliance costs for issuers. 

£3 million annual reduction in 
annual compliance costs for 
intermediaries. 

£104,000 annual costs of suspicious 
transactions reports 

Reduction in the coverage of UK 
market abuse regime to the 
potential detriment of investors 
and issuers. 

Unquantifiable incremental reduction 
in the benefits of the existing regime 
through a narrowing of the market 
abuse regime. 


