
MARKET CONDUCT SOURCEBOOK INSTRUMENT 2001

A The Financial Services Authority makes the provisions in the Annex to this
instrument (�MAR�) in the exercise of the powers listed in Schedule 4 to MAR
(Powers exercised).

B This instrument shall come into force as follows:

(1) MAR 1 (Code of Market Conduct): at the beginning of the day on which section
123 (Power to impose penalty in cases of market abuse) of the Financial Services
and Markets Act 2000 (the �Act�) comes into force;

(2) MAR 2 (Price stabilising rules) and MAR 3 (Inter-professional conduct): at the
beginning of the day on which section 19 of the Act (The general prohibition)
comes into force;

(3) paragraphs A to E on this page:  immediately.

C The provisions of the Act relevant to making rules and listed in Schedule 4 to MAR
(Powers exercised) are specified for the purpose of section 153(2) of the Act (Rule-
making instruments).

D This instrument may be cited as the Market Conduct Sourcebook Instrument 2001.

E The Annex to this instrument (including its Schedules) may be cited as the Market
conduct sourcebook (or MAR).

By Order of the Board
June 2001

FSA 2001/9
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1 Table

G GEN contains some technical transitional provisions that apply throughout the Hand-

book and which are designed to ensure a smooth transition at commencement.  These

include transitional provisions relevant to record keeping and notification rules.

1) Transitional Provisions for The Code of Market Conduct – (MAR 1)

There are no transitional provisions for MAR 1 (The Code of Market Conduct).

2) Transitional Provisions for Price stabilising rules (MAR 2)

SUP contains transitional provisions which carry forward into MAR 2 (Price stabilising

rules) written concessions relating to pre–commencement provisions.
2 Table

(1) (2)

Material

provision

to which

transi-

tional

provision

applies

(3) (4)

Transitional provision

(5)

Transitional

provision:

dates in

force

(6)

Handbook

provision:

coming

into force

FSA Handbook  •  MAR •  Pre-release 0.1 (21 June 2001)
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1 MAR 2 R Part 10 of the Financial
Services (Conduct of Busi-
ness) Rules 1990 applies in
relation to an offer for
cash, instead of MAR 2, if:

(1) a public announcement
of the offer which
stated the offer price
has been made before
commencement; or

(2) the introductory period
for the offer started not
more than 60 days be-
fore commencement
and the firm or other
person so chooses and
makes a written record
of that choice before
commencement.

A record in (2) must be re-
tained for 3 years from the
end of the stabilising period
for the offer.

This transitional provision
applies to an offer as de-
fined in the 1990 Rules,
and has effect as a price
stabilising rule.

Commence–

ment until

the end of

the stabilis-

ing period

for the offer

Commence–
ment

FSA Handbook  •  MAR •  Pre-release 0.1 (21 June 2001)
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��,�-60�14 ��� ��,�-60�1 ��� ��� ��,�-60#1 ��� ���!��!��4 ��	)!��� ����
��� �	��!�!	�� !� ��� ��,�-60%1 ��� ��� ��,�-60,1 ��� ��	 ���!��!��"

0�1 ��������!	�� .�!�� ������ ��� ��
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�����	 ������ 	� ��� ���� 	� ���
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Application: securities admitted to trading or to be admitted to trad-
ing on the following exchanges are within the scope of the price
stabilising rules (see MAR 2.1.3R(3)).

A recognised investment exchange

A recognised overseas investment exchange

A regulated market

Other specific exchanges as listed in MAR 2 Ann 1R
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�	��� �� ����	�� ��������	����� ������ �� � �� ���	�� �� ���
����� � ��� ����������� �����	�� �� ��� �	�� ��	� �����������
�����  �	� �	.� 
�	�� �� ��	���� �� ��� ��	�%

��� 	�� �2������� �� ��� ����	�� �(��	��� ���� ��� ��)�"* ����
���� � ���� ����������� �� ����� ��� �	�	���� �	������	� �
�������	� �	������	� 	� � ���� �� �	��� ���� ��� ����&*�&�� ��
����� �� ��	� ����������� ����� �� ����� �	������	� �	� �	.� 
�	��
����� ��� ����������� �	��� �	� ���� ���
���� ����%

�&� ��� ����������� �����	� �	� ���	������� ��� ������ �2���� ��
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��!�+ ����       �	--�������	� ��,������ �	 ��� 	,,�� '��� (�� ��!���'�))

Item Communication Relevant Notes (See MAR 2.3.5E)
1 Any screen–based state-

ment

1, 2, 3, 5 and 6

2 Press announcement (or

other public announce-

ment)

2, 3, 5 and 6

3 Invitation telex (or simi-

lar)

2, 5 and 6

4 Preliminary offering

circular (or draft pro-

spectus)

4, 5 and 6

5 Final offering circular

(or prospectus)

4, 5 and 6
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(1) Item 1 extends to any statement made by the stabilising manager
or issuer on screen facilities (whether provided by the stabilising
manager or not) conveying prices for a purchase or sale of securities.

(2) For items 1, 2 and 3, adequate disclosure is given if the communi-
cation contains some indication of the fact that the offer may be stabi-
lised in accordance with the price stabilising rules.  The term ”stabi-
lisation / FSA” is sufficient for this purpose.  During the introductory
period a reference to the future prospectus or to the prospectus can be
used instead if preferred.

(3) Items 1 and 2 apply from the beginning of the shorter of two
periods, that is:

(a)  the introductory period; or

(b) the period beginning 45 days before the day proposed for the issue
of the relevant securities and ending with the start of the stabilising
period.

(4) For Items 4 and 5 adequate disclosure is given if the communica-
tion contains wording substantially similar to the following:

“In connection with this [issue] [offer], [name of stabilising manager]
[or any person acting for him] may over–allot or effect transactions
with a view to supporting the market price of [description of relevant
securities and any associated securities] at a level higher than that
which might otherwise prevail for a limited period after the issue
date.  However, there may be no obligation on [name of stabilising
manager] [or any agent of his] to do this.  Such stabilising, if com-
menced, may be discontinued at any time, and must be brought to an
end after a limited period.”

(5) Where any communication referred to in items 1 to 5 is not to be
issued to or directed at persons in the United Kingdom, the notice re-
quired by those items may be adapted or omitted.

(6) Where any communication referred to in items 1 to 5 is to be is-
sued to or directed at persons in the United Kingdom and persons
elsewhere, the notice required by those items may be adapted or
omitted so as not to require the stabilising manager or any agent of
his to commit any breach of any legal rule or requirement in respect
of any communication issued to or directed at persons outside the
United Kingdom.

��&�( ��� �2������� �� ��� ��&��* ��� �� �	.� 	��2�	�� ��������� ��
��������	����� ���� ��� 	

�� �� 	�� ��������	���� ����� �� ���
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��&�) �� ��� ����'�� &
�	!��	 !
 ���� ����
��� %!��! �6��
�� 	� ��	��	�
� ��"�	��
	!� ����&��
��� �& 	!� &
�	 	!
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	��� '
# 	
�� ��
�� �� 	!� ��������
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���������� ��� �	.�� 
��� �� ��� �������	� �	������	� �	�
�	����� ����� ��	� ��� ��� �	.�� 
���% 	��

��� ��� ����������� �����	� .��� � ����� �	���	��� �� �	��
.���� ��	� ��� �	����� �� ��� �	.�� 
��� �	� 	������	��� ��
����� � �� 
	� �� 	�� 	�� � ����� �� ������� �� ��� 
	� ��
	�� �	��� ����� �	� �� ��	�� �� ������� &#!��� � �&� �� ���
����

��� ��� ����������� �����	� �	� ��� �	.� ����������� ����� �� 	��
�	�� �����

�	� 	� ��� ���� ���� ��� ��	� ����	 �� ��� �	�	���� �	������	� �	�
���������� ��� �	.�� 
��� �� ��� �	�	���� �	������	� � ��
����� �� ����� ������ �� �����	� �	���� � ��������� �	�
�	����� ����� ��	� ��� 
��� ����� ����� �������� �	��

��	����% 	��

��� ��� ����������� �����	� .��� � ����� �	���	��� �� �	��
.���� ��	� ��� �	����� �� ��� �	.�� 
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����� � �� 
	� �� 	�� 	�� � ����� �� ������� �� ��� 
	� ��
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��&�+ ��� ����������� �����	� �	� ��� �	.� ����������� ����� �� 	�� �	��
�����
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�� ��� �	�����	� ��������	� ���	�%

��� ���� 	�� �� ��	���� �� ����� �	�	���� �	������	�� �������	�
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Time of

Action

Column A Column B Column C

Relevant secu-

rities (including

associated secu-

rities which are

in all respects

uniform with

them)

Associated secu-

rities (other

than associated

call options) ex-

cluding those in

column A

Associated call

options

(1) Initial

stabilising

action

The offer price The market bid

price of the as-

sociated secu-

rities at the be-

ginning of the

stabilising

period

The market

price of an op-

tion at the be-

ginning of the

stabilising

period

(2) Later,

but where

there has

been a deal

at a price

above the

stabilising

price on the

relevant ex-

change

The offer price,

or the price at

which that deal

was done,

whichever is

the lower

The market bid

price in B(1),

or the price at

which that deal

in the asso-

ciated securities

was done,

whichever is

the lower

The market

price in C(1),

or the price at

which that

deal in an op-

tion was done,

whichever is

the lower

(3) Later,

but where

there has

been no

deal in (2)

The offer price,

or the initial

stabilising price,

whichever is

the lower

The market bid

price in B(1),

or the initial

stabilising price

for the asso-

ciated secu-

rities, which-

ever is the

lower

The market

price in C(1),

or the initial

stabilising price

of the option,

whichever is

the lower
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(1) Deals done.  For the purposes of MAR 2.5.5R(2), a deal done by

or on the instructions of the stabilising manager does not count.

(2) Relevant Exchange.  For the purposes of MAR 2.3.2R(2), MAR

2.5.5R(2) and MAR 2.5.6R the relevant exchange means the invest-

ment exchange which the stabilising manager reasonably believes to

be the principal investment exchange on which those securities, or as

the case may be options, are dealt in at the time of the transaction.

(3) Convertible bonds, etc.  For the purposes of MAR 2.5.5R and

MAR 2.5.6R any investment falling within Article 76 and also within

Article 77 or 79 of the Regulated Activities Order shall be treated as if

it fell only within Article 76.

(4) References in column B of MAR 2.5.5R to associated securities do

not include call options.

(5) Currency fluctuations.  Where the price of any relevant securities

or associated securities on the relevant exchange is in a currency

other than the currency of the price of the securities to be stabilised,

stabilising bids may be made or transactions effected at a price that

reflects any change in the relevant rate of exchange; but this does

not permit stabilising action, in column A of MAR 2.5.5R, at a price

above the equivalent, in the other currency, of the offer price in the

currency on the relevant exchange.

(6) New securities:  Where there is no market bid price for any asso-

ciated securities (including associated call options) at the beginning of

the stabilising period because those securities or options are not in

existence or capable of being traded at that time, MAR 2.5.5R shall

be read as if references to the market bid price of the associated

securities or options at the beginning of the stabilising period were a

reference to the first market bid price of the associated securities or

options during the stabilising period of which the stabilising manager

is, or reasonably should be, aware.
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American Stock Exchange (AMEX)
Australian Stock Exchange
Bolsa Mexicana de Valores
Canadian Venture Exchange
Hong Kong Stock Exchange
Johannesburg Stock Exchange
Korea Stock Exchange
Midwest Stock Exchange
Montreal Stock Exchange
New York Stock Exchange (NYSE)
New Zealand Stock Exchange
Osaka Securities Exchange (OSE)
Pacific Stock Exchange
Philadelphia Stock Exchange
Singapore Exchange Securities Trading Limited
Tokyo Stock Exchange  (TSE)
Toronto Stock Exchange
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1. Introduction

1.1 This guidance has been produced by the FSA to help issuers

identify the information they might seek when engaging un-

derwriters and stabilising managers to manage their new

offers for them.  Stabilising managers are encouraged by the

price stabilising rules to alert issuers to the existence of this

guidance.

2 When stabilisation can be used

2.1 It is a common market practice in the United Kingdom for

stabilising managers of both debt and equity issues to reserve

the right to stabilise offers by including in the offer docu-

mentation wording which gives notice that the issue may be

stabilised.  FSA rules allow the stabilising manager/under-

writer to stabilise a new offer, which means that it may pur-

chase securities to support the price:

1 where the offer is for cash;

2 where the offer is public and is subject to the rules of an ex-

change specified under the price stabilising rules; and

3 only for a limited period, (the stabilising period).

3 Common market practice when undertaking stabilisation

3.1 Stabilising action involves supporting the price of securities

made in public offers.  The stabilising manager undertakes

this action by purchasing or agreeing to purchase the relevant

securities.  Supporting a  price may potentially lead to distor-

tions of price signals.  For the stabilising manager to obtain

the ‘safe harbour’ (effectively a defence against a charge of

market manipulation, insider dealing or market abuse) pro-

vided by the price stabilising rules, a number of disclosures

must be made to the market (see 5 below).
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3.2 It is common practice for the stabilising manager to over–

allot a new offer as an ancillary action to stabilisation.  This

leaves the stabilising manager with a net short position in the

securities, having pre–sold more than 100% of the issue.

When the offer begins to trade in the after–market, if the

price does not go above the offer price, the stabilising man-

ager can make purchases of securities in order to close out

this short position. The purchases that the stabilising man-

ager makes to close out the position will be part of the price

stabilising activity.  It is common for the stabilising manager

to take out an over–allotment (or Green Shoe) option, so that

further securities can be obtained from the issuer at the offer

price.  Thus, if the price has risen, the stabilising manager

can still close out the short position.

4 Use of the Green Shoe unconnected with stabilisation

4.1 It is possible for the stabilising manager to obtain a Green

Shoe option that is not intended for the purpose of filling any

short position arising from over–allotment.  The reason for

the option should be explicitly disclosed to the issuer.  The

issuer may wish to ensure that it understands why the stabi-

lising manager wants a Green Shoe option, and may wish to

secure that its agreement specifies the circumstances in which

it can be exercised

5 FSA rules and disclosure

5.1 The price stabilising rules require the stabilising manager to

make certain disclosures:

1 to the market, providing notification that stabilising action

may be taken; and

2 in the prospectus, or offering circular, concerning the exist-

ence of an over–allotment or Green shoe option, and the

terms on which it has been agreed.

5.2 In addition, where the stabilising manager is an authorised

person in the United Kingdom, MAR 2.7.3R gives the issuer

certain rights to inspect parts of the register of stabilising ac-

tion which such a stabilising manager must maintain.

6 Information that issuers may wish to request from the stabi-

lising manager
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6.1 When negotiating the terms of agreement for the offer, the

parties will no doubt wish to consider how the offer will be

managed and what information the issuer might wish to seek

from the stabilising manager.  In considering what informa-

tion might be requested, the issuer may wish to arrange for

the following:

1 information on how the issue is proceeding during the stabi-

lising period (nature of demand, types of investors, etc.); and

2 information on the level of stabilising activity which is being

undertaken (though it may not be desirable, for reasons of

confidentiality, for this to be disclosed in any detail until the

stabilising period has ended).

6.2 The issuer may also request information on the reasons for

the exercise of the right to additional allotment by the stabi-

lising manager.  In particular, the issuer may wish to know

how far the additional allotment is attributable to:

1 a need to deliver relevant securities to persons who are un-

connected with the stabilising manager; and

2 a need to make good any failures to deliver by other counter-

parties.

The issuer may also wish to consider whether the additional

allotment might have led to a profit for the stabilising man-

ager.

6.3 The stabilising manager is not under any obligation to ident-

ify the names of individual clients to the issuer.
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.����&��	 (������� �. �+� ������ &��&�����'
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1 This chapter, MAR 3, applies to firms in their dealings with market counter-
parties, as set out in MAR 3.1.2R. When market counterparties have opted to be
treated as intermediate customers under COB 4.1.7R (Classification of another
firm or an overseas financial services institution), this chapter does not apply.
The requirements on firms in such circumstances are those set out in COB. MAR
3 does, however, apply to firms in their dealings with intermediate  customers
who have opted to be treated as market counterparties under COB 4.1.12R
(Large intermediate customer described as a market counterparty).

2 This chapter sets out the requirements upon firms in their dealings with market
counterparties. The way a firm is assessed under COB 4.1 (Client classification)
has no bearing on its obligations to assess its own clients.

3 The list of activities in MAR 3.1.2R (Application: What?) is not based on types
of permission.  It is based on the activities of dealing, arranging and advice on
investments.  This means, for example, that a firm may be subject to MAR 3 if it
purchases securities in the course of:

(1) operating a collective investment scheme; or

(2) acting as a life insurance company; or

(3) acting as agent for a customer;

in making that purchase  This is notwithstanding that the operation of a collec-
tive investment scheme, acting as a life insurance company and acting as agent
for a customer for a private customer are not activities that are covered by this
chapter in their own right.

4 MAR 3 does not affect the application provisions of the Principles (see PRIN 3
(Rules about application)).  The purpose of the application provisions of MAR 3,
as they apply to the guidance on the Principles, is to explain in what situations
MAR 3 may be used as guidance for interpreting the Principles. If MAR 3 is
silent about how the Principles apply to a particular situation, the Principles still
apply.

5 MAR 3 is intended to cover the whole range of inter–professional business.  It is
not, in general, specifically tailored for particular types of business, nor is it a
comprehensive statement of how the Principles apply to inter–professional busi-
ness in all situations.  The guidance on the Principles in MAR 3 should be read
in the light of other requirements that may be applicable in a particular case. For
example, this guidance applies to on–exchange  business, and does not take into
account specific rules of exchanges.

6 The application provisions in MAR 3.1.2R (Application: What?) mean that cor-
porate finance business will normally be outside the scope of this chapter. How-
ever, firms should note that some activities, such as dealing, carried out in con-
nection with corporate finance business, may be subject to this chapter.

7 This chapter does not apply to the approval by firms of a financial promotion
(see MAR 3.1.3R); rules and guidance relating to financial promotions are in
COB 3.  Most financial promotions by unauthorised persons to market counter-
party are exempt under the Financial Promotion Order, (for example, article 19
(investment professionals)) so approval should not be required.  In addition, the
application of COB 3 to approval of a financial promotion for communication to
a market counterparty is limited (see COB 3.2.4R (2) and COB 3.2.5R(1)
(Exemptions)).
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8 The same transaction may give rise to obligations under this chapter and another
sourcebook, such as COB.  For example, if a firm purchases an inter–pro-
fessional investment from a market counterparty on behalf of a customer, this
chapter applies to the relationship between the firm and the market counterparty.
COB governs the relationship between the firm and the customer.

9 In some cases, a deal carried out abroad by the firm’s overseas branch or by
another member of the firm’s group may be subject to this chapter if the final
booking is to the firm’s balance sheet in the United Kingdom. In all cases, the
question is whether the activity involves a firm carrying on inter–professional
business from an establishment maintained by the firm in the United Kingdom.
For the purposes of this discussion, booking does not include doing a deal with a
counterparty and transferring it to the United Kingdom balance sheet by an
intra–group back–to–back transaction. It is about putting the transaction with the
market counterparty directly onto the UK balance sheet.

(1) In some cases, the transaction involves the firm and an overseas affili-
ate. The overseas affiliate negotiates and arranges the deal with the market
counterparty abroad. However, the actual contract is between the firm in the
United Kingdom and the market counterparty.  It is likely that this chapter will
apply to the firm. This is because the firm’s entry into the contract amounts to
dealing and that dealing is done from an establishment maintained by the firm in
the United Kingdom.

(2) If the booking is merely an internal accounting exercise, and the trans-
action has no other United Kingdom connection, it is likely that this chapter will
not apply.  For example, the transaction may be negotiated and executed  by an
overseas branch of the firm but booked to the firm’s United Kingdom balance
sheet.  If the booking to the United Kingdom balance sheet is the only involve-
ment of the firm in the United Kingdom, it is likely that this chapter will not
apply to the firm. This is because, even though the firm is party to the contract
and is carrying out a dealing transaction, all the dealing activity takes place at
the foreign branch.  A mere bookkeeping entry in the United Kingdom, not in-
volving the counterparty in any way, does not mean that the dealing activity is
carried on from an establishment maintained by the firm in the United Kingdom.
It is carried on from the overseas branch.

10 The territorial application of this chapter does not modify those of any other part
of the Handbook. In particular, firms should note the application of Principle 5
(Market conduct), which applies to activities which have, or might reasonably
be regarded as likely to have, a negative effect on confidence in the financial
system, wherever they are carried on (see PRIN 3.3.1R).

11 Nothing in this chapter:

(1) modifies any duty owed by a firm to a private customer or intermediate
customer under the provisions of any other part of the Handbook; or

(2) relieves a firm of any other obligation to which it may be subject under
the general law; or

(3) should be read as qualifying or modifying the Code of Market Conduct,
the Code of Practice for Approved Persons or the Statement of Principle.

FSA Handbook  •  MAR •  Pre-release 0.2 (19 July 2001)



 � ����. �

����

�

�� �������� � ��	���� ����� � ��	� ����

 �� ( ��� ��

 �

����; �
�� �������� � ��	���� ����� � ��	� ����

�9�� ��
�� ����� �9� ����$�#��� �9�� �##�3 �� 0��4� $���3��1 �� �����<#��0��������


�������@ ��	 ���� ���� ��� ��4� �0 �9� ��3 #��������� �0 �%� �9�� �##�3"

� ��
�� %�9�� �������� ���	
��� #��������� :��� �� ("("��;

Rule Description

Principle 1 A firm must conduct its business with integrity.

Principle 2 A firm must conduct its business with due skill, care

and diligence.

Principle 3 A firm must take reasonable care to organise and con-

trol its affairs responsibly and effectively, with ad-

equate risk management systems.

Principle 4 A firm must maintain adequate financial resources.

Principle 5 A firm must observe proper standards of market con-

duct.

Principle 7 A firm must ….. communicate information [to its cli-

ents] in a way which is …. not misleading.

Principle 10 A firm must arrange adequate protection for clients’

assets when it is responsible for them.

Principle 11 A firm must deal with its regulators in an open and

cooperative way, and must disclose to the FSA ap-

propriately anything relating to the firm of which the

FSA would reasonably expect notice.

COB 3 Financial promotion (relating to the approval of a fi-

nancial promotion, see paragraph 7 in MAR 3 Ann

1G)

COB 2.4 Chinese Walls

COB  4.1 Client classification

COB 7.13 Personal Account Dealing

COB 9 Client assets
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INTRODUCTION

1 This annex, MAR 3 Ann 3G, is a statement of what the FSA understands to be
generally regarded as good market practice and conventions in certain areas. It
is not guidance on rules and is issued under section 157(1)(d) of the Act. This
annex applies to all kinds of inter–professional business. It will be evident that
much of the content is equally applicable to market counterparties as well as
firms.

CONFIDENTIALITY

2 When information is received from a market counterparty under conditions of
confidentiality, that confidentiality is likely to be enforceable by the owner of
that information. Confidentiality should be respected, subject to regulatory and
legal requirements.

3 Firms are reminded that the use of loudspeakers in broking and dealing rooms in
close proximity to other lines of communication could result in breaches of
confidentiality.

NEGOTIATION OF TRANSACTIONS

4 It is good practice for a firm to agree expressly all the economic terms of a
transaction before it commits itself to the transaction. A firm should negotiate
the remaining terms in good faith and try to agree them as soon as possible.

5 It is good practice for a firm to regard itself as bound to transact once the rate or
price and any other key commercial terms have been agreed (whether orally or
in written form), unless the parties explicitly and unambiguously agree to the
contrary.

6 Generally, a firm that regularly uses the services of a firm acting as a name–pas-
sing broker should indicate to it the market counterparties with which, and the
investments in which, it is not prepared to transact.  That indication should not
be in a form which would damage or lower the standing or reputation of the
market counterparty in the estimation of reasonable market counterparties if
they knew of it.  A firm which is given an indication should treat it as confiden-
tial.

FIRMNESS OF QUOTATION

7 It is good practice for a firm to follow market conventions regarding quotation,
unless it has specifically agreed otherwise with its market counterparty in ad-
vance. It should be clear to a market counterparty;

(1) whether the quote is firm or not;

(2) whether the quote is subject to any conditions, and, if it is, what they
are;

(3) for how long the quote remains firm (in fast moving markets, when
practicable); and

(4) whether the quote is firm only for the normal marketable amount (if
appropriate, otherwise the firm should state the size of the quote).

8 Express clarification of these matters is not necessary to the extent that the firm
quotes in accordance with the relevant market convention or exchange rules (if
applicable).
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9 When a firm quotes to a market counterparty a firm rate or price (whether
through an arranger, or name–passing broker, or directly), it is not good practice
for the firm then to withdraw that quote or, if that quote is accepted during the
period for which the quote remains firm, to decline to deal at that rate or price.
A firm may decline to deal with a market counterparty in these circumstances if
it was unaware of its identity when the firm gave the quote and the name turns
out to be unacceptable, for example, on the grounds of credit risk.

LIMIT ORDERS

10 Before a firm accepts any limit order from a market counterparty, it is good
practice to have made and implemented appropriate:

(1) policies on these orders and in particular the circumstances in which
and the terms on which it will accept these orders; and

(2) systems and controls for carrying them out.

11 A limit order means a stop loss order and any other instruction from a market
counterparty to execute transactions if rates or prices reach specified levels.
These orders may be time limited or may be for an indefinite period.

OUT OF HOURS/OFFICE DEALING

12 It is good practice for firms to issue guidelines to their staff on transactions en-
tered into after normal hours or from outside premises, either by mobile phone
or any other equipment.  The guidelines should cover:

(1) the type of transactions which may be undertaken in this way;

(2) where and with whom these transactions may be executed;

(3) permitted limits;

(4) how and when these transactions should be booked into and recorded
on the front and back office systems; and

(5) how and when these transactions are to be confirmed.

13 When answering machines are used for instant reporting and recording of all
off–premises transactions, they should be installed and located in such a way
that reported transactions cannot subsequently be erased without senior manage-
ment approval.

14 The use of mobile phones for business purposes from within the dealing room,
except in an emergency, is considered bad practice.

SETTLEMENT ERRORS

15 If a firm becomes aware of a settlement error that benefits it at the cost of a
market counterparty, it is good practice to inform the market counterparty
promptly and reverse the error.

16 If a firm, acting as a broker, becomes aware that it is holding assets on behalf of
a market counterparty because of a settlement error which adversely affects that
market counterparty, it is good practice to inform the market counterparty
promptly and try to rectify the situation.

CONFIRMATIONS

17 Confirmations provide a useful safeguard against dealing errors and can be a
valuable element in the control of the firm’s inter–professional business and ex-
posures. It is good practice for a firm to make available to, or provide to, the
market counterparty written confirmation of the material terms of a transaction
between them, as soon as possible after the transaction has been agreed or ex-
ecuted.

18 It is acceptable market practice for the firm to agree with its market counterpar-
ty that only one party need send a confirmation.  If a firm undertakes this prac-
tice to a material extent, it is advisable to identify the legal and other risks in-
volved and address them in the firm’s risk control policies.
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19 If there is a standard form of confirmation that applies to a transaction a firm
enters into, it is good practice to ensure that that form is used, unless there is
good reason not to.  One example of when there is an applicable standard form
confirmation is when the parties enter into the transaction under the terms of a
master agreement that provides for an applicable form of confirmation. Another
is when it is customary in the market concerned to use a particular form of con-
firmation for transactions of that kind.

20 In general, it is not good practice for confirmations to be issued by or sent to the
individual dealer responsible for the transaction.  It is good practice to ensure
that the dealer concerned is not responsible for checking confirmations unless
there are exceptional circumstances.  If the dealer is given that responsibility, it
is good practice to subject the process to independent monitoring.

21 In general, it is good practice for a firm which arranges a transaction to try to
ensure that the parties agree who is to issue a confirmation.

22 Some transactions are matched through an electronic matching system that does
not provide for the issue of confirmations, but instead makes and retains records
of transactions itself. In these cases, it may be appropriate for a firm neither to
receive nor issue confirmations, provided the system allows for the back offices
of users to verify the details of transactions entered into on the system.

23 The statements of good practice in paragraphs 17 to 22 do not apply to on–ex-
change business.

STANDARD SETTLEMENT INSTRUCTIONS

24 It is good practice for a firm to make and implement appropriate policies on the
use of standard settlement instructions (SSIs) to reduce the incidence and size of
differences arising from a mistaken settlement of funds. These are especially
appropriate when the firm has a relationship with a market counterparty which
suggests there will be regular payment of significant amounts.

25 It is good practice to establish SSIs in a secure and verifiable format.  A firm
acting as an arranger (or name–passing broker) has no responsibility for ensur-
ing that its market counterparties have SSIs in place.

MASTER AGREEMENTS

26 Firms are encouraged to negotiate and execute master agreements. These govern
the relationship between the parties and how such a relationship and all transac-
tions under it shall be terminated in the event of one party’s default upon a
transaction. It is recognised that executed documentation can be and should be
used as an efficient risk management tool.  Firms should consider the benefits of
valid close out netting provisions (see IPRU).

27 If it is the policy of a firm to use master agreements, it is good practice to make
and implement policies for what transactions should be subject to the terms of
which master agreement and have systems and controls for ensuring compliance
with that policy. If a firm has a policy that transactions should be entered into
with a market counterparty only after a master agreement has been implem-
ented, it is advisable to have procedures to ensure that any exceptions are agreed
at an appropriate level.

COMMISSION/BROKERAGE

28 It is good practice for firms acting as principals to pay due brokerage bills
promptly. Overdue payments can seriously disadvantage wholesale market
brokers, since overdue payments result, in their treatment by the FSA for regula-
tory purposes, as an increase in their cost of capital.

DISPUTES

29 In the event of a dispute between a firm and a market counterparty, it is prefer-
able for the parties to seek to resolve the issues themselves. If they cannot reach
agreement, they should consider the advantages of using established arbitration
or mediation services.
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1 Table

G GEN contains some technical transitional provisions that apply

throughout the Handbook and which are designed to ensure a smooth

transition at commencement.  These include transitional provisions rel-

evant to record keeping and notification rules.

1) Transitional Provisions for The Code of Market Conduct – (MAR

1)

There are no transitional provisions for MAR 1 (The Code of Market

Conduct).

2) Transitional Provisions for Price stabilising rules (MAR 2)

SUP contains transitional provisions which carry forward into MAR 2

(Price stabilising rules) written concessions relating to pre–commence-

ment provisions.
2 Table

(1) (2)

Material

provision

to which

transi-

tional

provision

applies

(3) (4)

Transitional provision

(5)

Transitional

provision:

dates in

force

(6)

Handbook

provision:

coming

into force
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1 MAR 2 R Part 10 of the Financial
Services (Conduct of Busi-
ness) Rules 1990 applies in
relation to an offer for
cash, instead of MAR 2, if:

(1) a public announcement
of the offer which
stated the offer price
has been made before
commencement; or

(2) the introductory period
for the offer started not
more than 60 days be-
fore commencement
and the firm or other
person so chooses and
makes a written record
of that choice before
commencement.

A record in (2) must be re-
tained for 3 years from the
end of the stabilising period
for the offer.

This transitional provision
applies to an offer as de-
fined in the 1990 Rules,
and has effect as a price
stabilising rule.

Commence–

ment until

the end of

the stabilis-

ing period

for the offer

Commence–
ment
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1 Table

Handbook

reference

Subject 

of record

Contents 

of record

When record

must be made

Reten-

tion

period
MAR 2.7R Price stabi-

lising ac-

tion

Full details as

noted in MAR

2.7.2R

On initiation of

stabilising ac-

tion

3 years

MAR 3.5.4 Non

Market

Price

Transac-

tions

Details of steps

taken in consider-

ation of NMPTs

On considering

the transaction

3 years
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1 Table

The following powers in the Act have been exercised by the FSA to make

the rules in MAR:

Section 118(8) (Market abuse)

Section 138 (General rule–making power)

Section 144 (Price stabilising rules)

Section 145 (Financial promotion rules)

Section 149 (Evidential provisions)

Section 150(2) (actions for damages)

Section 156 (General supplementary powers)

The following powers in the Act have been exercised by the FSA to give

the guidance in MAR (including the guidance comprising of the Code of

market conduct):

Section 119 (The Code)

Section 120 (Provisions included in the Authority’s code be refer-

ence to the City Code)

Section 157(1) (Guidance)
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1 Table

1. The table below sets out the rules in MAR contravention of which by
an authorised person may be actionable under section 150 of the Act
(Actions for damages) by a person who suffers loss as a result of the
contravention.

2. If a ”yes” appears in the column headed ”For private person?”, the rule
may be actionable by a ”private person” under section 150 unless a
”yes” appears in the column headed ”Removed”.  A ”yes” in the col-
umn headed ”Removed” indicates that the FSA has removed the right
of action under section 150(2) of the Act.  If so, a reference to the rule
in which it is removed is also given.

3. In accordance with the Financial Services and Markets Act 2000
(Rights of Action) Regulations 2001 (SI 2001/2256), a ”private per-
son” is:

i. any individual, except when acting in the course of carrying on a
regulated activity; and

ii.any person who is not an individual, except when acting in the course
of carrying on business of any kind;

but does not include a government, a local authority or an international
organisation.

4. The column headed ”For other person?” indicates whether the rule is
actionable by a person other than a private person, in accordance with
those Regulations.  If so, an indication of the type of person by whom
the rule is actionable is given.

2 Table

Chapter / Ap-

pendix

Section

/ Annex

Para-

graph

For Pri-

vate

Person? Removed

For

other

person?

MAR 1

(no rules)
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All rules in MAR 2

except MAR 2.3.3E

and MAR 2.3.4E

Yes Yes

MAR 2.1.9R

No

MAR 2.3.3E, MAR

2.3.4E and MAR

2.3.5E

No No

All rules in MAR 3

except MAR 3.5.7E

Yes Yes

MAR 3.1.5R

No

MAR 3.5.7E No No
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1 Table

The rules in MAR can be waived by the FSA under section 148 of the Act

(Modification or waiver of rules), except for:

MAR 2.1.1R(2) (Application)

MAR 2.1.9R (Actions for damages)

MAR 3.1.5R (Actions for damages)
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