Market Abuse Enforcement: Global Trends, Surveillance Failures, and
Institutional Risks

Executive Summary

Market abuse remains a top global regulatory priority, fundamentally threatening the mechanism
by which financial markets allocate capital and establish prices. While traditional insider dealing
and market manipulation persist, the operational landscape has expanded to include
sophisticated digital tactics such as cross-product manipulation, social-media-driven
"pump-and-dump" schemes, and abuse within cryptoasset and prediction markets.A critical shift
is occurring in regulatory strategy: authorities are moving beyond punishing isolated traders to
holding "gatekeepers"—issuers, brokers, and trading venues—accountable for systemic
surveillance failures. Financial penalties, while substantial, represent only a fraction of the true
cost of non-compliance, which includes remediation, reputational damage, and individual
criminal liability. To remain resilient, institutions must move from reactive alert-clearing to
integrated, data-driven surveillance frameworks that connect trading activity with electronic
communications and cross-market data.

The Landscape of Market Abuse

Market abuse distorts genuine supply and demand, forcing participants to make decisions
based on false signals or withheld information. The misconduct generally falls into two principal
categories, though the methods of execution are increasingly diverse.

Core Categories and Typologies

Category,Definition,Specific Tactics

Insider Dealing, Trading or inducing others to act while possessing material non-public
information (MNPI).,"Trading on takeovers, earnings, regulatory decisions, or drug trials;
unlawful disclosure to friends/relatives."

Market Manipulation,"Conduct creating false impressions of supply, demand, or price to secure
artificial levels.","Spoofing, layering, wash trading, marking the close, and benchmark
manipulation.”

Issuer & Social Misconduct,Harm to market integrity through inaccurate information or
coordinated sentiment shifts.,"Misleading disclosures, pump-and-dump campaigns via social
media, and coordinated activity across venues."

The Incompleteness of Fine Data

While corporate fines serve as a metric for regulatory response, they are an insufficient measure
of actual market-abuse risk or institutional effectiveness.
e Enforcement Latency: Penalties imposed in a given year (e.g., 2026) often relate to
misconduct that occurred five to ten years prior.
e Classification Variability: Regulators categorize offenses differently, sometimes
burying market manipulation under broader "fraud" or "systems-and-controls" headings.



e Individual vs. Firm Liability: Insider dealing is frequently pursued against individuals.
Firms may avoid fines unless their specific controls or supervisions are found deficient.

e Non-Financial Impact: Disgorgement, restitution, and forfeiture of gains are often
excluded from "fine" totals. Furthermore, industry bans and imprisonment can be more
potent deterrents than monetary payments.

e The Cost of Remediation: Rebuilding surveillance systems, conducting historical
reviews, and managing reputational harm can vastly exceed the initial regulatory penalty.

Global Enforcement Priorities

Regulatory bodies across major jurisdictions are intensifying their focus on individual
accountability and the effectiveness of institutional gatekeepers.

United States (SEC and CFTC)

e Scale of Enforcement: The SEC reported $17.9 billion in monetary relief for fiscal year
2025, though the adjusted figure (excluding specific Ponzi-scheme judgments) was
approximately $2.7 billion.

e Focus Areas: Spoofing, cross-border pump-and-dump schemes, and emerging
technologies. The SEC has established a specialist unit for cyber and emerging
technologies.

e CFTC Priorities: Energy-market manipulation, disruptive trading, and wash trading
intended to distort closing prices.

United Kingdom (FCA)

e Financial Penalties: The FCA recorded £124.2 million in fines across all matters in
2025.

e Surveillance Failures: A 2026 case saw an investment firm fined £338,000 because a
new direct-market-access platform was not integrated into its surveillance environment.

e Criminal Convictions: Recent convictions have successfully linked insider dealing with
money laundering.

Australia (ASIC)

e Gatekeeper Scrutiny: In 2025, a global bank subsidiary was fined A$3.88 million for
failing to respond to suspicious orders in electricity and wheat futures. The regulator
emphasized the real-world impact of such abuse on energy and food prices.

Technological Shifts and Emerging Risks

The advent of algorithmic trading and decentralized markets has fundamentally altered both the
methods of abuse and the evidence required for detection.
e Cross-Product Manipulation: Traders may manipulate an underlying security to
benefit positions in correlated instruments like options, swaps, or contracts for difference
(CFDs).



Cryptoassets and DeFi: The European MiCA rules have extended market-abuse
expectations to cryptoassets. Challenges include pseudonymous wallets and the need to
combine blockchain data with social media sentiment.

Social Media and Influencers: Sentiment can be manipulated at high speeds through
messaging groups. The promotional content and the actual trading activity are often
siloed in different systems.

Prediction Markets: These represent a new frontier where traders may use
informational advantages regarding event outcomes (e.g., elections or regulatory
decisions) to gain an unfair edge.

Al Dynamics: While Al can identify linguistic patterns and behavioral changes, it
introduces "model risk" and requires high-quality data and human judgment to explain its
findings.

Analysis of Surveillance Failure Modes

Institutional failures often stem from a gap between conceptual controls and operational reality.

1.

2.

6.

Incomplete Data: Failing to capture new platforms, message channels, or ensuring
timestamps align across systems.

Weak Change Governance: Launching new trading services without confirming that
data feeds actually reach the surveillance engine.

Fragmented Monitoring: Operating trade surveillance, communications review, and
employee dealing in separate silos.

Poor Calibration: Scenarios that are too broad produce overwhelming "noise," while
narrow thresholds miss distributed activity.

Inadequate Model Testing: Confirming an engine is "running" without testing it against
synthetic scenarios or historical cases.

Alert-Closure Culture: Prioritizing the speed of closing alerts over actual risk coverage.

The Resilient Control Stack

To mitigate risk, financial crime leaders should implement a multi-layered defense strategy:

Layer 1: Enterprise Risk Assessment: Comprehensive review covering products,
venues, and information flows.

Layer 2: Reconciled Data: An inventoried and tested feed of every order, trade, and
communication.

Layer 3: Event-Based Surveillance: Linking confidential transactions and issuer
announcements directly to trading activity.

Layer 4: Cross-Market Analytics: Assessing economic relationships across different
execution venues and asset classes.

Layer 5: Communications Integration: Reviewing voice, email, and messaging data
alongside trading alerts.

Layer 6: Model Validation: Regular testing against known abuse patterns and
changing market conditions.

Layer 7: Accountable Escalation: Empowering experienced reviewers to investigate
employees and submit regulatory reports promptly.



Conclusion for Financial Crime Leaders

Market abuse enforcement is no longer just about catching a "rogue trader.” It is a assessment
of the entire control chain. Institutions that cannot reconstruct trading and communications
quickly, or those that fail to include new products in their surveillance frameworks from day one,
face significant exposure. The objective is to intervene and escalate suspicious conduct
internally before it becomes a public regulatory case years after the fact.
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