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Advanced Certificate in White Collar Crime Law

Securities Fraud and Market Manipulation

Accredited Investor – Related terms: private placement, Rule 506. A person or entity meeting income or
net‑worth thresholds that allows participation in unregistered securities offerings. Example: an individual
with $1 million net assets invests in a venture‑capital fund. Challenge: verifying eligibility without infringing
privacy.

Affiliated Transaction – Related terms: conflict of interest, self‑dealing. A trade or contract between a
company and a related party such as an insider or subsidiary. Example: a director sells company stock to a
family member at below market value. Challenge: detecting undisclosed relationships.

Algorithmic Trading Manipulation – Related terms: spoofing, layering. Use of computer‑driven orders to
create false market signals and profit from price movements. Example: submitting large buy orders then
canceling them before execution to inflate price. Challenge: distinguishing legitimate high‑frequency
strategies from illegal conduct.

Allocation Fraud – Related terms: IPO, underpricing. Misrepresentation of how securities are allocated to
investors, often favoring insiders. Example: an underwriter promises a small investor a large share allotment
but reallocates to favored clients. Challenge: proving intent to deceive.

Alternative Trading System (ATS) – Related terms: dark pool, Regulation ATS. A venue for matching buy and
sell orders outside traditional exchanges, subject to specific SEC rules. Example: a broker‑dealer routes large
orders to an ATS to minimize market impact. Challenge: ensuring transparency and preventing
manipulation.

Amendment of Prospectus – Related terms: registration statement, S‑1. Updating a prospectus to correct or
add material information after filing. Example: a company adds a new risk factor after a market shock.
Challenge: timely disclosure and avoiding liability for omissions.

Anti‑Money‑Laundering (AML) Compliance – Related terms: KYC, SAR. Policies and procedures to detect
and report suspicious financial activity, often intersecting with securities fraud investigations. Example: a
broker flags a rapid series of trades from a high‑risk jurisdiction. Challenge: balancing regulatory burden
with effective monitoring.

Arbitrage Abuse – Related terms: merger arbitrage, short‑selling. Exploiting price differentials in securities
while engaging in deceptive practices such as insider trading. Example: a trader uses confidential merger
information to profit from the spread. Challenge: proving the abuse of privileged information.

Ask‑Bid Spread Manipulation – Related terms: quote stuffing, price manipulation. Artificially widening or
narrowing the spread to influence trading costs. Example: a market maker repeatedly updates quotes to
create confusion. Challenge: detecting subtle changes amidst normal market activity.
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Back‑Running – Related terms: front‑running, insider trading. Executing a trade after a client’s order,
anticipating price movement caused by the client’s trade. Example: a broker buys shares after a large client
purchase, expecting a price rise. Challenge: establishing causation between client order and broker’s trade.

Baseline Disclosure – Related terms: material information, SEC filing. The minimum set of facts a public
company must reveal to comply with securities laws. Example: a quarterly report includes revenue figures
and risk factors. Challenge: determining what constitutes “material” for investors.

Beneficial Owner – Related terms: nominee, proxy. The true party possessing the economic interest in
securities, even if held in another name. Example: a trust holds shares on behalf of a family member.
Challenge: uncovering hidden ownership structures used for concealment.

Blue‑Sky Laws – Related terms: state securities regulation, SEC preemption. State statutes governing the
offering and sale of securities to protect investors from fraud. Example: a startup must register its securities
in each state of sale unless an exemption applies. Challenge: navigating overlapping federal and state
requirements.

Broker‑Dealer Liability – Related terms: fiduciary duty, Section 10(b). Legal responsibility of a broker‑dealer
for violations such as misrepresentation, failure to supervise, or fraudulent practices. Example: a firm is sued
for allowing a trader to engage in pump‑and‑dump schemes. Challenge: proving systemic supervisory
failures.

Churning – Related terms: excessive trading, commission fraud. Generating unnecessary trades in a client’s
account to inflate commissions. Example: a broker executes dozens of round‑trip trades without market
justification. Challenge: distinguishing legitimate rebalancing from abusive activity.

Closing Price Manipulation – Related terms: end‑of‑day trading, window dressing. Conducting trades near
market close to affect the reported closing price. Example: a fund sells losing positions just before the close
to improve performance metrics. Challenge: proving intent to mislead investors.

Co‑Mingling of Funds – Related terms: client segregation, fiduciary breach. Mixing client assets with
proprietary or other client assets, violating segregation rules. Example: a broker uses client cash to fund its
own trading. Challenge: tracing fund flows through complex accounts.

Cold Call Offering – Related terms: unregistered securities, exempt offering. Soliciting investors without
prior relationship, often violating registration requirements. Example: a promoter phones potential investors
to sell a high‑yield note. Challenge: enforcing anti‑fraud provisions in unsolicited communications.

Confidential Treatment Request – Related terms: S‑1 filing, SEC confidential information. A request to keep
certain information in a registration statement from public view. Example: a company seeks to hide a
pending acquisition. Challenge: balancing legitimate confidentiality with transparency obligations.

Control Person – Related terms: director, officer. An individual who has the power to direct the management
or policies of a corporation. Example: a majority shareholder who appoints the board. Challenge: attributing
liability for fraudulent acts to the control person.
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Conversion Fraud – Related terms: misrepresentation, securities conversion. Deceiving investors about the
nature or terms of a convertible security. Example: promising conversion at a fixed price while intending to
alter terms later. Challenge: proving the deceptive intent at issuance.

Corporate Governance Failure – Related terms: board oversight, audit committee. Weaknesses in oversight
mechanisms that enable fraud. Example: a board neglects to review related‑party transactions. Challenge:
establishing causation between governance lapses and fraud.

Counterfeit Securities – Related terms: forgery, document fraud. Fake or altered securities presented as
authentic. Example: forged stock certificates sold to unsuspecting investors. Challenge: detecting falsified
documents in a digital environment.

Court‑Ordered Restitution – Related terms: civil penalty, victim compensation. Monetary award ordered by a
court to repay victims of securities fraud. Example: a defendant must return profits earned from a
pump‑and‑dump scheme. Challenge: calculating the full extent of investor losses.

Crowdfunding Exemption – Related terms: Regulation Crowdfunding, Rule 504. An exemption allowing
companies to raise capital from a large number of small investors without full registration. Example: a tech
startup raises $1 million via an online platform. Challenge: ensuring compliance with investor limits and
disclosure.

Custodial Account – Related terms: nominee account, beneficial ownership. An account where a third party
holds securities on behalf of the actual owner. Example: a brokerage holds shares for a pension fund.
Challenge: preventing misuse of custodial authority for fraud.

Dealer‑Market Manipulation – Related terms: quote stuffing, price distortion. Illegal activities by dealers to
influence market prices, such as placing and canceling large orders. Example: a dealer floods the market
with fake sell orders to depress price. Challenge: gathering electronic evidence of intent.

Deceptive Practices – Related terms: Rule 10b‑5, material misstatement. Any act that misleads investors or
creates a false impression about a security. Example: omitting a pending lawsuit in a prospectus. Challenge:
defining the boundary between optimism and deception.

Derivative Abuse – Related terms: options manipulation, synthetic short. Using derivative contracts to
conceal fraudulent activity or manipulate underlying securities. Example: a trader uses a series of options to
create a synthetic short position while publicly praising the stock. Challenge: tracing complex derivative
chains.

Disgorgement – Related terms: SEC enforcement, ill‑gotten profits. The forced surrender of profits obtained
through illegal conduct. Example: a broker must return commissions earned from a fraudulent scheme.
Challenge: determining the exact amount of ill‑gotten gains.

Dissemination of False Information – Related terms: rumor mongering, pump‑and‑dump. Spreading
inaccurate or misleading statements to affect security prices. Example: a promoter emails investors claiming
a drug trial succeeded when it has not. Challenge: proving causation between the false statement and price
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movement.

Do‑Not‑Call List Violation – Related terms: telemarketing fraud, TCPA. Illegally contacting individuals on the
national do‑not‑call registry to sell securities. Example: a broker calls a listed number to pitch a high‑yield
bond. Challenge: enforcing compliance across multiple jurisdictions.

Dual‑Class Stock Structure – Related terms: voting rights, control premium. A share arrangement offering
different voting powers to distinct classes of shareholders. Example: founders retain Class B shares with ten
votes each while the public holds Class A with one vote. Challenge: assessing whether the structure
facilitates fraud or misrepresentation.

Due Diligence Failure – Related terms: underwriter, investor verification. Inadequate investigation of a
security’s facts before sale. Example: an underwriter neglects to verify the issuer’s financial statements,
leading to a misstated prospectus. Challenge: establishing breach of professional standards.

Economic Loss Rule – Related terms: civil securities fraud, damages. A principle limiting recovery to losses
directly caused by a fraud, not incidental losses. Example: an investor sues for the decline in market price
unrelated to the misrepresentation. Challenge: applying the rule in complex market environments.

Electronic Communications Surveillance – Related terms: wiretap, SEC Rule 17a‑4. Monitoring of electronic
messages for evidence of securities violations. Example: investigators obtain email archives showing
coordinated pump‑and‑dump activity. Challenge: balancing privacy rights with investigative needs.

Enforcement Discretion – Related terms: SEC priorities, resource allocation. The agency’s authority to decide
which violations to pursue. Example: the SEC focuses on large‑scale fraud rather than isolated infractions.
Challenge: ensuring consistent application of the law.

Equity Carve‑Out – Related terms: spin‑off, registration requirement. The process of separating a
subsidiary’s equity from its parent, often requiring a new registration. Example: a conglomerate creates a
standalone tech subsidiary and files an S‑1. Challenge: avoiding misleading investors about the parent’s
ongoing involvement.

Escrow Account Abuse – Related terms: fund segregation, misappropriation. Misusing funds held in escrow
for purposes other than the agreed transaction. Example: a broker uses escrowed investor money to cover
operating expenses. Challenge: tracing the flow of escrowed assets.

Ex‑Post Facto Regulation – Related terms: retroactive rulemaking, SEC guidance. Applying new rules to
conduct that occurred before the rule’s adoption. Example: a new anti‑manipulation rule is used to
prosecute past trades. Challenge: constitutional concerns over fairness.

Exchange‑Listed Security – Related terms: NYSE, NASDAQ. A security that trades on a regulated exchange,
subject to exchange rules and SEC oversight. Example: a corporation’s common stock listed on the NYSE.
Challenge: ensuring compliance with both exchange and federal requirements.

Expert Witness Testimony – Related terms: valuation, market impact. Specialized testimony provided by a
professional to explain complex financial matters in court. Example: a securities analyst quantifies losses
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from a fraudulent offering. Challenge: maintaining objectivity and credibility.

Export‑Controlled Securities – Related terms: ITAR, OFAC. Securities subject to restrictions on foreign
ownership or trade due to national security concerns. Example: a defense contractor’s shares require
approval before foreign investors can purchase. Challenge: navigating overlapping regulatory regimes.

Failure to File Form 8‑K – Related terms: current report, material event. Not submitting a timely report of a
significant corporate event. Example: a company neglects to disclose a major acquisition within four
business days. Challenge: proving the omission caused investor harm.

False Testimony – Related terms: perjury, SEC investigation. Providing untruthful statements under oath in a
securities proceeding. Example: a CEO denies knowledge of a fraudulent scheme while testifying before a
grand jury. Challenge: obtaining corroborating evidence.

Fiduciary Duty Breach – Related terms: trustee, conflict of interest. Failure to act in the best interests of
beneficiaries or clients. Example: a fund manager invests client assets in a personal venture without
disclosure. Challenge: measuring the extent of the breach and resulting damages.

Financial Instrument – Related terms: security, derivative. Any contract that gives rise to a financial asset for
one party and a financial liability for another. Example: a corporate bond, a stock, or an option. Challenge:
categorizing hybrid instruments for regulatory purposes.

First‑In‑First‑Out (FIFO) Trading – Related terms: inventory accounting, tax basis. A method of tracking the
order in which securities are bought and sold. Example: a trader sells the earliest acquired shares to realize a
loss. Challenge: ensuring accurate record‑keeping to avoid wash‑sale violations.

Fixed‑Income Fraud – Related terms: bond pump, yield misrepresentation. Deceptive practices involving
debt securities, such as overstating credit quality. Example: a broker sells municipal bonds claiming a AAA
rating that does not exist. Challenge: verifying independent credit assessments.

Forward‑Selling – Related terms: short sale, hedge. Selling a security that the seller does not yet own,
typically with an agreement to purchase later. Example: an investment bank sells shares of a pending IPO
before the offering. Challenge: ensuring the transaction complies with securities regulations.

Fundamental Analysis Manipulation – Related terms: earnings restatement, financial statement fraud.
Deliberately altering or misrepresenting underlying business data to affect valuation. Example: a CFO
inflates revenue figures to boost stock price. Challenge: detecting subtle adjustments in complex financial
statements.

Garnishment of Securities – Related terms: court order, asset seizure. Legal seizure of securities to satisfy a
debt or judgment. Example: a judgment creditor obtains a court order to seize a defendant’s shares.
Challenge: balancing creditor rights with market stability.

General Solicitation – Related terms: Regulation D, Rule 506(c). Publicly advertising an offering, allowed only
under certain exemptions. Example: a startup uses social media to attract accredited investors under Rule
506(c). Challenge: verifying investor accreditation in a broad outreach.
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Greenmail – Related terms: hostile takeover, ransom. Purchasing a substantial block of a company’s shares
and forcing the target to repurchase the shares at a premium. Example: an activist investor threatens a
takeover and receives a $50 million buy‑back. Challenge: distinguishing coercion from legitimate
negotiation.

Holding Period Manipulation – Related terms: short‑term trading, tax avoidance. Structuring trades to meet
or avoid statutory holding‑period requirements. Example: a trader sells a security just before the 30‑day
period to avoid wash‑sale rules. Challenge: proving intent to evade regulation.

Hot‑Shot Trading – Related terms: insider information, price impact. Rapid buying or selling based on
non‑public, material information. Example: a corporate lawyer trades on knowledge of an upcoming
merger. Challenge: detecting trades that occur within milliseconds of receiving the information.

Hybrid Securities – Related terms: convertible bond, preferred stock. Instruments that possess characteristics
of both debt and equity. Example: a convertible preferred share that pays a fixed dividend and can be
converted into common stock. Challenge: applying appropriate disclosure and valuation standards.

Illicit “Pump‑and‑Dump” Scheme – Related terms: stock promotion, price inflation. Artificially inflating a
security’s price through false statements, then selling at the peak. Example: a group sends mass emails
claiming a biotech breakthrough that does not exist. Challenge: tracing the coordinated communications
and profit flow.

Immaterial Misstatement – Related terms: materiality threshold, Rule 10b‑5. A false statement or omission
that does not affect an investor’s decision. Example: a minor clerical error in a footnote that does not
change earnings. Challenge: distinguishing immaterial from material errors in litigation.

Improper Insider Trading – Related terms: Tippee, non‑public information. Buying or selling securities based
on material, non‑public information. Example: a consultant learns of an upcoming earnings surprise and
trades the stock. Challenge: establishing the flow of information and fiduciary breach.

Inadequate Supervision – Related terms: compliance program, Section 15(b). Failure of a firm’s supervisory
system to prevent or detect violations. Example: a brokerage does not monitor employee communications,
allowing fraud to proliferate. Challenge: measuring the adequacy of supervisory controls.

Inducement Fraud – Related terms: misrepresentation, securities offering. Deceiving investors about the
nature or benefits of an investment to induce purchase. Example: a promoter promises guaranteed returns
on a private placement that is high‑risk. Challenge: proving reliance and causation.

Initial Coin Offering (ICO) Abuse – Related terms: cryptocurrency, SEC guidance. Fraudulent fundraising
using digital tokens that may be securities. Example: an ICO advertises a blockchain project that does not
exist, raising $10 million. Challenge: applying securities law to novel digital assets.

Insider Trading Liability – Related terms: Section 10(b), Rule 14e‑3. Legal responsibility for trading on
material non‑public information. Example: a corporate officer sells shares before a negative earnings
announcement. Challenge: proving the insider status and breach of duty.
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Institutional Investor Manipulation – Related terms: large block trades, price pressure. Using the market
power of large investors to influence prices. Example: a pension fund coordinates with a broker to execute a
massive sell order that drives the price down. Challenge: distinguishing legitimate portfolio rebalancing
from manipulation.

International Securities Regulation – Related terms: EU MiFID, cross‑border filing. Rules governing securities
activities across national boundaries. Example: a U.S. firm offers securities to European investors, triggering
EU prospectus requirements. Challenge: harmonizing conflicting regulatory regimes.

Investment Adviser Fraud – Related terms: fiduciary breach, misallocation. Deceptive conduct by an adviser,
such as misrepresenting strategy or misusing client assets. Example: an adviser claims a “low‑risk” portfolio
while investing heavily in volatile derivatives. Challenge: auditing adviser practices and client statements.

Joint Venture Securities Offering – Related terms: co‑marketing, prospectus supplement. An offering
conducted by two or more entities sharing control. Example: two biotech firms jointly issue a convertible
note. Challenge: allocating liability for misstatements among the parties.

Judicial Precedent on Manipulation – Related terms: case law, SEC v. Cox. Court decisions that define the
scope of illegal market manipulation. Example: a ruling clarifies that “intent to deceive” can be inferred from
trading patterns. Challenge: applying precedent to novel trading technologies.

Knight‑Ridder Rule – Related terms: price manipulation, SEC enforcement. A principle stating that artificially
inflating a security’s price to sell at a profit constitutes fraud. Example: a scheme that repeatedly pushes a
penny‑stock’s price upward through coordinated buying. Challenge: proving the orchestrated nature of the
activity.

Know‑Your‑Customer (KYC) Failure – Related terms: AML, client due diligence. Neglecting to verify the
identity and risk profile of clients. Example: a broker opens accounts for shell corporations without proper
documentation. Challenge: linking KYC gaps to subsequent fraudulent trades.

Lawful Market Making – Related terms: liquidity provision, fair pricing. Legitimate activities by designated
market makers to facilitate trading. Example: a firm quotes bid and ask prices within regulatory parameters.
Challenge: distinguishing lawful quoting from quote stuffing.

Leveraged Buyout (LBO) Fraud – Related terms: debt financing, valuation inflation. Misrepresenting the
value of assets to secure financing for a takeover. Example: an acquirer inflates target cash flow projections
to obtain higher debt capacity. Challenge: uncovering inflated assumptions after the transaction.

Limited Partnership Offering – Related terms: Section 3(c)(7), private placement. An investment vehicle that
may be exempt from registration if limited to qualified purchasers. Example: a real‑estate fund raises capital
from institutional investors without filing an S‑1. Challenge: maintaining the exemption’s investor
qualification standards.

Liquidity Manipulation – Related terms: wash trades, phantom orders. Creating the illusion of market depth
or activity to attract other traders. Example: a trader repeatedly buys and sells the same security to generate
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volume. Challenge: detecting patterns that are not economically motivated.

Litigation Risk Assessment – Related terms: exposure analysis, settlement strategy. Evaluating the
probability and potential cost of securities‑fraud lawsuits. Example: a compliance team conducts a risk
matrix after a new product launch. Challenge: quantifying intangible reputational damage.

Long‑Short Equity Manipulation – Related terms: pair trading, hedge fund abuse. Coordinated buying of
one security and selling of another to distort relative prices. Example: a fund artificially depresses a
competitor’s stock while inflating its own. Challenge: proving the coordinated intent.

Market Abuse Regulation (MAR) – Related terms: EU law, insider dealing. European framework prohibiting
insider trading, market manipulation, and unlawful disclosure. Example: a UK broker faces MAR investigation
for disseminating false rumors. Challenge: complying with both MAR and U.S. regulations.

Market Data Manipulation – Related terms: delayed feeds, information asymmetry. Altering or
misrepresenting market data to influence trading decisions. Example: a data vendor provides inaccurate
bid‑ask spreads to favored clients. Challenge: ensuring data integrity across multiple sources.

Market Maker “Cross‑Trade” Abuse – Related terms: internalization, price improvement. Executing trades
between a firm’s own customers at prices that benefit the firm rather than the market. Example: a market
maker matches a client’s sell order with another client’s buy order at a price that undercuts the public
market. Challenge: demonstrating that the cross‑trade lacked a legitimate market purpose.

Misappropriation Theory – Related terms: Section 10(b), Rule 14e‑3. Liability for securities fraud arising from
the theft of confidential information. Example: an employee steals a company’s earnings forecast and trades
on it. Challenge: establishing the breach of trust element.

Misleading Prospectus Supplement – Related terms: Form S‑3, material update. Providing inaccurate or
incomplete information in a supplemental filing. Example: a supplement omits a pending antitrust lawsuit
that could affect valuation. Challenge: assessing the impact of the omission on investor decisions.

Misrepresentation of Risk – Related terms: risk factor omission, disclosure deficiency. Downplaying or
ignoring significant risks associated with an investment. Example: a private placement memorandum fails to
disclose liquidity constraints. Challenge: quantifying the harm caused by the omitted risk.

Money Laundering Through Securities – Related terms: layering, structuring. Using securities transactions to
disguise illicit proceeds. Example: a criminal buys high‑value bonds with cash, then sells them to obtain
“clean” funds. Challenge: tracing the money trail through multiple intermediaries.

Municipal Bond Fraud – Related terms: tax‑exempt abuse, false credit rating. Deceptive practices involving
government‑issued debt. Example: a broker sells “high‑grade” municipal bonds that are actually below
investment grade. Challenge: coordinating enforcement between federal and state authorities.

Nasdaq‑Listed Manipulation – Related terms: Rule 6130, electronic communication. Specific forms of market
manipulation targeting Nasdaq‑listed securities. Example: coordinated “pump” messages posted on chat
rooms about a micro‑cap stock. Challenge: monitoring decentralized online platforms.
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National Market System (NMS) Violation – Related terms: Rule 605, best execution. Breaches of rules
governing price reporting and order handling across U.S. exchanges. Example: a broker routes orders to a
venue that consistently provides inferior prices. Challenge: proving systematic disregard for NMS
requirements.

Negative‑Option Offering – Related terms: unregistered sale, implied consent. An offering where investors
are deemed to have accepted securities unless they explicitly decline. Example: a mutual fund automatically
enrolls clients in a new share class. Challenge: demonstrating that investors received adequate disclosure.

Non‑Public Information Leak – Related terms: insider breach, confidentiality agreement. Unauthorized
disclosure of material information before public release. Example: an analyst’s report is emailed to a friend
who trades on it. Challenge: tracking the chain of custody for the information.

Non‑Qualified Investment – Related terms: Section 3(c)(7), exempt offering. An investment that does not
meet the criteria for certain securities exemptions. Example: a private placement that includes
non‑accredited investors without proper registration. Challenge: retroactive registration or rescission.

Off‑Exchange Trading Abuse – Related terms: dark pool, information leakage. Manipulative practices
occurring in venues not subject to public quote requirements. Example: a broker uses a dark pool to hide
large sell orders that depress market price. Challenge: limited transparency hampers detection.

Off‑Balance‑Sheet Entity Fraud – Related terms: special purpose vehicle, financial statement manipulation.
Concealing liabilities or assets in entities not reflected on the primary financial statements. Example: a
company uses a shell to hide debt, inflating equity value. Challenge: uncovering complex corporate
structures.

One‑Way Market Manipulation – Related terms: price fixing, single‑direction pressure. Influencing price in
only one direction, such as solely depressing a stock. Example: a short‑seller spreads false rumors to drive a
price down. Challenge: proving the singular intent to manipulate.

Option Exercise Abuse – Related terms: early exercise, cash settlement fraud. Manipulating the timing or
settlement of options to gain an advantage. Example: a trader exercises deep‑in‑the‑money options just
before a dividend to capture the payout. Challenge: distinguishing legitimate strategy from abusive timing.

Order Spoofing – Related terms: layering, fake orders. Placing large orders without intention to execute, to
create a false impression of demand or supply. Example: a trader places a massive sell order then cancels it
as the price rises. Challenge: gathering electronic evidence of intent.

Over‑The‑Counter (OTC) Fraud – Related terms: dealer market, unregistered securities. Deceptive activities
in the OTC market, where securities are not listed on an exchange. Example: a promoter sells penny stocks
through OTC without proper disclosure. Challenge: limited regulatory oversight of OTC venues.

Par Value Misrepresentation – Related terms: stock issuance, capital structure. Incorrectly stating the
nominal value of a security. Example: a prospectus lists a higher par value to suggest greater capital.
Challenge: proving materiality of the misstatement.
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Passive Investment Manipulation – Related terms: index fund abuse, benchmark distortion. Influencing the
composition of an index to benefit a passive fund. Example: a manager purchases large blocks of stocks that
are about to be added to a major index. Challenge: establishing intent to manipulate the index.

Passive Trading Compliance – Related terms: Rule 10b‑5, fiduciary duty. Ensuring that passive investment
strategies do not inadvertently violate securities laws. Example: a robo‑advisor’s algorithm rebalances
portfolios without proper risk disclosures. Challenge: monitoring automated decisions for compliance.

Patent‑Backed Security Fraud – Related terms: intellectual property financing, valuation misstatement.
Misrepresenting the value or enforceability of patents used as collateral. Example: a company issues bonds
secured by patents that are later deemed invalid. Challenge: assessing the true worth of intangible assets.

Per Se Manipulation Rule – Related terms: SEC guidance, illegal conduct. A regulatory standard that deems
certain conduct illegal regardless of intent or effect. Example: submitting a large, non‑executable order that
is canceled within seconds. Challenge: applying the rule to nuanced trading strategies.

Personal Holding Company (PHC) Abuse – Related terms: tax shelter, section 541. Using a PHC structure to
avoid taxation while engaging in securities fraud. Example: a PHC issues shares to insiders at inflated prices.
Challenge: coordinating tax and securities enforcement.

Phantom Stock Plan Fraud – Related terms: compensation scheme, valuation manipulation. Misrepresenting
the value of phantom stock awards to inflate executive compensation. Example: a company overstates the
projected payout of phantom shares in its proxy statement. Challenge: proving the misstatement affected
shareholder voting.

Pick‑and‑Roll Trading – Related terms: layering, price manipulation. Simultaneously placing buy and sell
orders to create artificial price movement. Example: a trader places a large buy order to push price up, then
sells at the higher price. Challenge: detecting the rapid order turnover.

Pipe‑Dream IPO Fraud – Related terms: roadshow deception, misleading prospectus. Overstating the
prospects of an upcoming initial public offering. Example: a company’s roadshow materials claim a strategic
partnership that does not exist. Challenge: establishing reliance by investors.

Pitch‑Book Misrepresentation – Related terms: investment banking, due diligence. Providing false or
incomplete information in marketing materials for securities. Example: an underwriter’s pitch‑book omits a
pending litigation that could affect valuation. Challenge: tracing the origin of the misinformation.

Plain‑Vanilla Fraud – Related terms: basic misrepresentation, simple scheme. Straightforward fraudulent
activity without complex structuring. Example: a broker tells a client that a bond is “guaranteed” when it
carries typical market risk. Challenge: proving that the statement was materially false.

Plunge‑Protection Mechan
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