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INSIGHTS FROM CFA SOCIETY SINGAPORE

Ethics issue: Failure
tO maimntain
knowledge of the law

By CFA Society Singapore
Advocacy Team

ON July 15, the Singapore court
convicted a woman for managing
funds without a licence. In a media
release on enforcement actions
published on Monetary Authority
of Singapore website, the woman
pleaded guilty to the charge under
section 82 of the Securities and Fu-
tures Act (SFA) for managing her cli-
ents' portfolio without a capital
markets services licence. In pro-
viding the fund managing service,
the woman agreed to an equal
share of profits generated from
trades, but with losses borne by
her clients.

Section 82(1) of the SFA indi-
cates that no person shall carry on
a fund management business with-
out a capital markets services li-
cence issued by the MAS. Doing so
is a clear violation of the law, an ar-
ea finance professionals should
know before rendering services to
investors. Finance professionals
should also possess knowledge of
the law and keep abreast of chang-
es to the law.

The Knowledge of the Law
Standard

CFA Institute, a global professional
body for investment management
professionals, provides guidance
on understanding applicable laws
and regulations of the countries
and jurisdictions where they en-
gage in professional activities.
These activities may include, but
are not limited to, trading of securi-
ties or other financial instruments,
providing investment advice, con-

ducting research, or performing
other investment services. On the
basis of their reasonable and good
faith understanding, finance pro-
fessionals must comply with the
laws and regulations that directly
govern their professional activities
and resulting outcomes and that
protect the interests of the clients.

When questions arise, finance
professionals should know their
firm's policies and procedures for
compliance. This standard does
not require finance professionals
to become experts, however, in
compliance.

Additionally, finance profes-
sionals are not required to have de-
tailed knowledge of or to be ex-
perts on all the laws that could po-
tentially govern their activities.

Changing regulations

During times of changing regula-
tions, finance professionals must
remain vigilant in maintaining
their knowledge of the require-
ments for their professional activ-
ities. New financial products and
processes, along with uncovered
ethical missteps, create an envi-
ronment for recurring and poten-
tially wide-ranging regulatory
changes.

Finance professionals are also
continually provided improved
and enhanced methods of commu-
nicating with both clients and po-
tential clients, such as mobile ap-
plications and Web-based social
networking platforms.

As new local, regional, and glob-
al requirements are updated to ad-
dress these and other changes, fi-
nance professionals and their

firms must adjust their procedures
and practices to remain in compli-
ance.

CFA Institute standards and
applicable law

“Applicable law” is the law that gov-
erns the finance professionals’
conduct. Which law applies will de-
pend on the particular facts and
circumstances of each case. The
“stricter” law or regulation is the
law or regulation that imposes
greater restrictions on the action of
the finance professionals, or calls
for the finance professionals to ex-
ert a greater degree of action that
protects the interests of investors.

For example, applicable law or
regulation may not require finance
professionals to disclose referral
fees received from or paid to oth-
ers for the recommendation of in-
vestment products or services. Be-
cause the CFA Institute Code and
Standards impose this obligation,
finance professionals who are
charterholders must disclose the
existence of such fees.

Recommended procedures

Singapore is a finance hub. Many fi-
nance companies establish their
regional offices in the city state and
conduct finance business in the re-
gion and globally. Finance profes-
sionals in Singapore should ac-
quire and maintain understanding
of applicable laws, rules, and regu-
lations by:

B Staying informed. Finance pro-
fessionals should establish or en-
courage their employers to estab-
lish a procedure by which employ-
ees are regularly informed about

changes in applicable laws, rules,
regulations, and case law. In many
instances, the employer's compli-
ance department or legal counsel
can provide such information in
the form of memorandums distrib-
uted to employees. Also, participa-
tion in an internal or external con-
tinuing education programme is a
practical method of staying cur-
rent.

MW Making reasonable efforts to un-
derstand the applicable laws of the
countries and regions where their
investment products are devel-
oped and are most likely to be dis-
tributed to clients.

B Seeking the advice of compli-
ance personnel or legal counsel
concerning legal requirements
when in doubt. If a potential viola-
tion is being committed by a fellow
employee, it may also be prudent
for the finance professionals to
seek the advice of the firm’s com-
pliance department or legal coun-
sel.

Ethics in action

Here is a case based on and adapt-

ed from content by CFA Institute.
As a guide, the desired ethical be-
haviour is based on the CFA Insti-
tute Code of Ethics and Standards
of Professional Conduct (Code and
Standards).

Colleen Veasna is excited to use
new technology to communicate
with current and potential clients
in an emerging market in South-
east Asia. She recently began post-
ing investment information, in-
cluding performance report, in-
vestment opinions and recommen-
dations, to her Facebook page,
including her Telegram account.

In addition, she sends out brief
announcements, opinions, and
thoughts via her Twitter account
(for example, “Prospects for future
growth of XYZ company look good!
#makingmoney4U”).

Prior to Veasna's use of these so-
cial media platforms, the local reg-
ulator had issued new require-
ments and guidance governing on-
line electronic communication.
Veasna's communications appear
to conflict with the recent regulato-
ry announcements. Veasna is in vi-
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Finance
professionals
are not
required to be
experts on all
the laws that
govern their
activities but
they must be
vigilant in
maintaining
their
knowledge

of the
requirements.
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olation of the Knowledge of the
Law Standard because her commu-
nications do not comply with the
existing guidance and regulation
governing use of social media.
Veasna must be aware of the evolv-
ing legal requirements pertaining
to new and dynamic areas of the fi-
nancial services industry that are
applicable to her.

She should seek guidance from
appropriate, knowledgeable, and
reliable sources, such as her firm's
compliance department, external
service providers, or outside coun-
sel, unless she diligently follows le-
gal and regulatory trends affecting
her professional responsibilities.

This column has been adapted
from content by CFA Institute and
is printed here with permission
from CFA Institute. The writers are
CFA charterholders who volunteer
with the Singapore chapter on
advocacy issues with a view
towards promoting financial
literacy among retail investors
and improving overall standards
and integrity in the industry.



