
F?NANC?L INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE? WAIVER AND CONSENT

NO-, ZQI.?Z.57166-.CJI
TO: Dep?rtni?nt of Markd Regulation

Financial lndustry Regulatory Authority ("F[NRA*?)

RE: HSBC Sectirities (?SA) Inc.- Respondent

Broker-Dealer
CRDNo. 19585

Pursuant to F?NRA Rule ?)21 6 of F!NRA's Code ofl'roceduré. IiSBC Securities (?SA) Inc. (the

' !?nn-or-Resp??ident  ') submits this l.etter of Acceptance. Waiver :ind Consent ( AW?-) for
the purpose ofproposinga settlement ofthe alleged rule violations described below, 'rhis AWC
is submitted on tile condition that. ifaccepted. FtNRA will not bring any future ?ictions against
Respondem allegig violations based on the same factual findings described herein.

I.

ACCEPTANCE AND CONSENT

A. Respondenl hereby accepts and c??nsents. without admitting or denying the ?lndi?tgs. and

solely for the pu??oses of'this proceeding and any other proceeding brought by or on
b?halfoff:INRA. ??r to which ???NRA is a pm?. pri?,r?to a hear?ng and \? ith?,ut all
adiudication of?n?? issue of law oi' i?cl, to the entry of t??e following ilndings by FINRA:

BACKGROUND

'?he firin became a metnber oi FINRA on July 25. ?987. and its regi??tration remains in
effect.

RELEVANT DlSCIPL?NARY HISTORY

On June i (). 2014. thc firn? finali?edan AWC in which i? wa? censuwd and fined
$150.000 for violating FINRA Rules 5210 and 2010 and NASD Rules 3010 lInd 21 10 for
the over-advertisement oftrade volume which occurred during thc period ef February 22.
2010through.?une 2,2011.

.WMMARX

hi matter 20130357 1 66. the Mark?t Quality Team of FINRA 's Department of Market
Regulation (ti?e *'staff") reviewed thc firm's trade vol:ume advertisemetits as transmitted

i

?o Bloomberg during ti?e perk?d of Noventber 2009 through Septcinhcr 201 4.

Bloomberg is a private service provider that allows certai,? subscribers, including broker- I

deajers. to advertise in?ra-day and historical trading volume in a particular securit>.

'I rade advertisements are uséd by buyside traders as a pre4rade anal>lic to help them
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deiermi ne which b?'ok?rs have recently had acceeto the greatest ainow? ?t liqwdity in a
particular ?ecunlv and are therefore, most likely tO execute the contra Side oflhwr order
w?th the minimum maiket impact Sellside traders u?e trade advertisements a? a Way to
mea??ure their market sha?? pcifortnance in compar???,n to their peers tn a particular
security Dr based oi? an aggregate level

Trade advertisement data over lot?ger penod? can also be used b) i??ucr? ?() gauge which
bmkers aic ?nost likely to be mtcracting with clie??t? tli?t invest?n their secunty, secto? or
type ot security and are most likely to be in a position to help them access those Ltients tl)
rai*re additional capital Trade volumes advertised by each broker cm? theirfore. reflect
the level of their natural client businebs ?n each Be?unty.

Participation by mc?nbei firtns m the Blo?mbe?'g service is volunt?i ? 1?he advertisement
ofinaccuiate trade ?olume violatcs NASD Rule 33 ID 1M-3310 and F!NRA Rule 5210
Kh?ch provides, ?n pa?L that ''[n]o mc?bet shall publish or circulate or cau?e to be
pubhs,hed or ?r?ulatod. any advcrtu,ement  oicommunication of any kind which
purports to report any transactioi? as a purchase or saie o? any security unless such
meinbcr believes that such transaction was a bona fide pui ci?ase or sale of such security "

Based upon the m?e?i?gation. the firm violated NASD R?e 3110. IM-331 0 NASD Rule
3010 and 1-INRA Rule? 5210 and 2010

FACTS AND VIOLATIVE CONDUCT

1 Betv?een Novembei' 2009 a,id Septembei 2014 119BC utiliyed an order management
system ("OMS ') which allowed lhe fiim to de?ignate certain aeco ui?t5 LO

automatically transmit trade votuine to Bioomberg for adverti?ement Du? uig that
period the firm opened a number of accounts with a default ?etti?g that tr?ltlted m
eertain trade activity being bent to Bloomberg twice for ad\,cilismg.

2 Tlie firm's programming en?oi cau*,ed t?SBC to over-advertise trade volume executed
in at least thirty separate affected tradmgbook? dunng the relevantperiod

3 rhe staf? sampled HSBC'? advertised trade volume and identified 34 ?ecurltics where
thc trade ?olume transmitted to Bioomberg b) HSBC for each of those securities
sitb?tant?ail> exceeded i ?SBC's executed tiade volume Specifically,

n ln len instances, the firln over-advertised rts executed ?olume b> Up to 50 pereent.
b, In mnc ?n?tance?, the firm Ovet-advertised its executed volume bg 50 percent or

more. but less than 10<} perceiit. and

c ln fifteen mstan?e?. the firm D?ei-advertised ltt executed ?olumc by 100 percent

?r m(ire

4 in total, tlie firn??s programming error with regard to the 34 securt?ies?ampled  caused
? ISBC to ovei=ad?erlise i?s executed trade vOlUme by approximatel? 1,272 563 share?

bet?een Novcinber 2009 and September 2014
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5. In addition to the automatic transmission of trade volume to Bio?mberg, many firms
that adveilise tmde volume: includii?g HSBC. utilize OMS pjatf?rms?ihat give traders
the ability to Ii?anually enter tr?k?e votilme for advertising oi'? Bloombe?g.

6, Between August 20? I and December 201 1 
. ??c of the firm?s ttader? BDR. manually

entered trade volume in cenain securities for advertising ?n Bt?omberg. Th?se
securities, however. were als<? being sent to Bloomberg for auf?i?atic advertising
01?0?? the finn's OMS.

7. By virtue of BDR's erroneous manual advertisements. HSBC over-advertised its
exécuted trade volume in 42 instances ?y approximately 7,923,300 shares.

80580505.

a. in 32 instances. the firm over-advertised its executed volume by up ?o 50 pement;
b. in seven instances. thé firm over-advertised its executed mtume by 50 perce??t or

mom. but Iess than 1 00 percent; and

c. ln three instances, t?e linn over?*d??rtised its executed volume by 100 percent oi
inore.

8. 'rhe conduct desc?ibed in the paragmphs above constiwrcs sepante and distinct
violations o?'NASD Rule 33 ?O ?nd IM-3310 (for conduct tl?at oecun,ed betore
February i 5.2010). i?NRA Rule 521 0 (??r conduct tliat occurred ?n or after
Fcbnjary 15.2010) and F?NRA R?ile 1010.

9. Dating the period ?Ju??e 3.20 ? 1 thmugh September 30,2014. the firm's sup*?viso?y
s?stem did n?t p?vide t??r super?iskm reasonably designed te achieve,compl?nce
with respect to the applicable seeurities la\*s ?nd regulations. and the Rules of
FINRA, mn?eming the ad?crtisemmt of trade volume. Sp?éifieaj?y. the firm s

supervisory system did not ine?ude written st?pervisc?ry procedures t"WSPs?')
providing for; (1)the identif?catio?i a? the person(s) responsible at the f?nn t?o et?sure
compliance with the applicable ruk. : (?? the step(s ? tlmt such person?s) should take to
cnsuir compliance ?her?fwith? (3) h?woften such persot?(s) should take sucih step(s):
and (4) Iiow ent?r?ment ofst,ch WSPs should be documented at the fim, 7'he
conduct described in this pamgrapli repmsen?s a violation of NASD Rule 3010 and
FINRA Rule 20?0.

0?T??ER FACrORS

Consistent with Reguiatory Notice 08-70, ''FINRA Provides Guidance Regarding Credit
??r Extraorclinary Cooperation." ?ted November 2008. tile mitigated monetaiy sanctk,n
in this matter reflects the firnl's sei?mporting of the over-advertising violations described
in paragraphs ? throi?gh 4.1

/8MBNMMMNC#MA i
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B Respandent also con?ents to thc imposition oftlic followmg ?ancitoi?s

A ce?sure a fine ot $575.0()0 and an undertaking to revise the finn's WSI's with
regpectto theareadcscnbcd in pmagraph IA9 W,th?n 30 businessdaysof
acceptance ofth?? AWC by lhe National Adjudiuilory Council (?NAC ). a
registered prmcipal of the Respondent 611*111 ?ubmit to the ('OMPI,IANCE
ASSISTANT I.EGAL SECTION, MARKFT REGULATION D?,PARTMENT.
9509 K?Y WEST AVl.NUE, ROCKV1Ll.L, MD 208511 a ?gned. dated letter or
an e-mail lrom a w??rk-i elated account ?fthe regt?,tercd pr?n??pa? to
Markct?egulationComp?,finra.org?  providing the followmg mlonn?t,on. (I) a
leferen,ce to thl?, tnatter, (2) a representation that the firm has revised ?t? written
supervisory pracedure? to address the del?cie??c?es described m tl?i?, paragraph
aiid. (3) the date the revised pro?edure? ?e, e implemented

Respondent agrees to pay ?? monetary ?,anction(?) upon tiotrce that lhi? AWC has been
accepted and that ?ueh l?aymentts) are due ai?d pa?able lt has submitted an Flect,t)not'
Pa>ment form showmg the method by which it proposes to pay the fine i mpr??ed

Respondent spec?i(,a?iy and voluntari?y wa?ves any n?hl l.o daim th?t tt ts unabie to pay
now or at an> time hereafter. the monetary sanction?s) impo?,ed m tht? matter

1 he banctions imposed herein shall be cffkx?uve on a date set by F?NRA staff

IL

WAIVER OF PROCEDURAL RIGHTS

Responde,it specifically and voluntarily waives thc follo?ii,g nghts granted under I INRA?
Code of Procedure

A [?o have a Complaint issued spec?f?ingthe allegations against the firm.

B 'rc, be notified ofthe Complaint and have the oppoi tunity to answer the atteg??ons ?n

Mting.

C 'ro defend against the allegations in a disciplinary hcanng before a hearing panel, to have

a wnlten record of the hearing made and to have a writteii decision issued w?d

D l'o appeal any sucli decision to the NAC and tl?en to the U S Se?uritics and Exchange
Coinmiswon and a U S Court of Appeals.

Fur?her, Respotident gpetifleally and voluntarily waives a??? right to claim bias or prejudgment

of the Chiel Legal Officer the NAC or an? member ofihe NAC in connection with such

per'son s or tx)dy s participation iii diSCuSSions regardmg ihe tenn? and conditi?ng of this AWC,
ot othe, considerat?on of this AWC'. including acceptance oi reject,on of this AWC
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Respondent further specifically and voluntarily waives any right to claim that a person violated
the ex parte prohibitions ofF]NRA Rule 9143 or the separation offunctions prohibitions of
FlNRA Rule 9]44* in eo?me.clion with such péison's or body's participation.in discussions
regarding the terms and conditions ofthis AWC, or oih¢r considei?tionofthts AWC, including
its acceptance or MJeetim

III.

OTHER MATTEI?S

Respondent imderstands that:

A. Subinission ?fthis AWCis vo?m?a?y and will not resolve this matter unless and until it
has been reviewed and accepted by ?eNAC. m. Review Subcomm:ittee of the NAC. or the

O?ce ?fAscip]inaty Aff?irs (..ODA '). pursuanito FINRA Rule 9216:

B. if this AWC is.not accepted, its submission will nol be used as evidence to prove any of
tlie aiie?ti?ns against Respondent: mid

C. Haeeepied:

1. this AWC will bee?me part of?he firm's permanent disciplinary record and may
be considered in tany future actions brot?ght by FINRAor any other MMor
against the finn:
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this AWC will be made :n,ailabie thn,ugh F?NRA's public disclosure program in
a¢a?i'dance with ?iNRA Rule 8313:

3, FINRA may oiake a public announcement concerning tltis.?agreement and the

subject matter thereof in acc(?rdance wit}?. FINRA Rule 83 I 3? *?d

4. Respondent may not take any action or mak? ?r permit to be made any public
statément. inc??ing in regulatory filings 

or otherwise. denyin& directly or
indirectly. any finding in this AWC or create:the iinpres:sion that the AWC is
withc?ut factual basis, Respondent may not take at?y positi?,? i?i any proceeding
brought by or on behalfof FINRA. or to which FINRA is a party. that is

?,

inconsistent wkh any part oftliis AWC, Nothing in this provision affects the

firms: (i) testimenia? obligations: or (ii) right to take legal or factual positions in ?

litigation 
or otl?er legal proceedings in which FINRA is n?)t a pa?y,

D. Respondent m?Y attach a C?rrective Action Statement to this AWC that is a statement of
dcmanstrable corrective steps taken to prevent futuie misconduct. The finn understands

'

that it may iwt deny'.the charges or make any staten?ent that is inconsistent with the AWC
in this Statement. This Statement does not constitute ?a?ual or legal ttndings by FINRA.

I

nor does it reflect the views oi?FKNRA or its staff.
I

I
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Fhe undersigned. on bdialf of ??e lirtn. certifies tlmt a per?un duly a?ith??rizei? to act ?n its behalf
has read and understands all ?fthe provisions ofthis AWC and has been given a full opporllmit)
to ask questions about it: that it has agreed 10 the AWC's provisiom voluntarily: and that no
offer. threat. indUCeme?t. ??r pr?in?isc oi' any kind, <?ther than ?1?? tenns set 12?rth heirin ?ind the

prospect of a\,oiding the issuance of a C?mplaint. has been inacie ?o inc?uce the linn to submit i?.

F

M,3$1 
DT,,C 

? 
,?S--,..

Date Responde?it

IISBC Securities (USA) Inc.

---131. ?,.-?-:- ..G? ??-,.:
1 ,

Nanie: ?L.?? ?i???L ..f ?'? ??., ? ,?.-,??=;\
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i-tue: ?.: C? ---.?1?? 
'?? f??,* 

,,??
/?, '. 

NE.
. ....?

Reviewed hy:

Att?r?w? Nmne:
Counsel for Rcspondem
Firm Name:
Address:
?'it?/Sl??te/7. ip:
Phone Number:

Accepted by FINRA:

HIGIA Signed on beha!f?fthe
D?te t Director of ODA. by delegated authority

AAWzkAnwuimACFES
Robcrt A. Marchnian. ?sq.
Executive Vice President
i:INRA Depart,nent of Market Regulation
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