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INTRODUCTION 
 

In international practice there are actions directed at violation of securities market industry principles, 
which are called market manipulations. In different countries, these actions have different names (Market 
Abuse, Market Manipulation, Abus de Marché) and manifestations (practice of market manipulation 
substantially differs depending specifically on market volumes, trade dynamics, participation level of 
non-professional customers and other factors). In the last few years almost all countries, which have 
developed financial markets take specific measures to prevent such actions and bring to justice those 
responsible for such actions. The Republic of Armenia did not make an exclusion, either, enacting several 
articles regarding market manipulation in the Law of RA “On Securities Market” (the “Law”). 
 
Hence, according to the Law is considered to be a market manipulation the unfair use of insider 
information to execute market transactions, as well as price manipulation. One of the ways to fight against 
aforementioned actions is the requirement stipulated in the 1-st part of 173-rd article of the Law according 
to which any person who knows any information regarding price manipulation suspicions, must present 
that information to the Central Bank of Armenia. 
      
According to the Law, the unfair use of internal information (also known under the name of insider 
trading) exists (article 162 of the Law) if the insider (possessor of internal information):  
 

(a) directly or indirectly buys or sells or tries to buy or sell on his/her account or on the account of 
another person a security or a related derivative instrument on the basis of internal information, 
(b) discloses internal information to third persons, with the exception of those cases, when a similar 
disclosure is connected with fulfillment of current operations or execution of official duties. 
(c) recommends or encourages third persons to buy or sell securities or related derivative 
instruments on the basis of internal information. 

 

Is considered to be price manipulation (article 171 of the Law): 
 

(a) execution or order of execution of such transactions, which entail or can entail wrong or 
misleading impression regarding the market price of security, the supply or demand volume, 
(b) execution or order of execution of such transactions, which entail unnatural price deviation or 
establishment of an artificial price level, 
(c) execution or order of execution of such transactions « which are done through application of 
false, unfair or confusing mechanisms,  
(d) distribution of such information, which conveys false or confusing signals to market 
participants regarding market prices, including the distribution of distorted information regarding a 
given security, if the person disseminating such information knew or by paying sufficient attention 
could have known about the incompatibility of that information with reality. 

 
Intended actions mentioned in the articles usually receive different manifestations and often it is difficult 
to qualify actions of a person as market manipulation at first glance. 
 
Taking that fact into account, below are defined the most common cases of market manipulation and the 
signals of their presence. It should once again be highlighted, that depending on the market, manipulation 
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cases differ. Hence, their complete list is not defined in this guide but rather those that are more 
commonly mentioned in the professional literature and in the guides developed by the regulatory bodies 
of different countries. 
  
POSSIBLE CASES OF MARKET MANIPULATION AND THE SIGNS OF THEIR PRESENCE 
    
Possible cases of market manipulation known in international practice: 
 
EExxeeccuuttiinngg  ttrraannssaaccttiioonnss  dduurriinngg  cclloossiinngg  ooff  ttrraaddiinngg  sseessssiioonn  ((MMaarrkkiinngg  tthhee  cclloossee))  
 
Making transactions at the end of trading session: for the purpose of changing the closing price, especially 
in those cases when the closing price impacts the price quotes of other securities. 
 
PPllaacciinngg  oorrddeerrss  wwiitthh  nnoo  iinntteennttiioonn  ooff  eexxeeccuuttiinngg  tthheemm  
 
Placing of buying and selling orders for the purpose of creating an impression of offer or demand based 
on the price of the order and removing other placed orders. It is not considered market manipulation when 
the order is placed by the market maker or in those cases when the order is placed and removed in a short 
period of time. 
 
CCoolllluuddiinngg  iinn  tthhee  aafftteerr--mmaarrkkeett  ooff  aann  IInniittiiaall  PPuubblliicc  OOffffeerriinngg    
 
Interventions for artificial fixing of the price of a security after the initial public offering are a market 
manipulation. Security stabilization program is not considered to be a market manipulation. 
 
AAbbuussiivvee  ssqquueeeezzee  
 
Manipulation of the position by a holder of security having a dominating position in securities market 
with the intention to alter security prices so that other participants in the market  will have to fulfill their 
obligations (example: security market squeeze). 
 
CCrreeaattiioonn  ooff  aa  fflloooorr  iinn  tthhee  pprriiccee  ppaatttteerrnn    
 
Execution of transactions with the intention of blocking the decrease in the price of the security (often 
done by the issuer or by the holder of the majority of dominating share portfolio). Exceptions: are 
buybacks and security stabilization programs. 
 
TTrraaddiinngg  oonn  oonnee  mmaarrkkeett  ttoo  iimmpprrooppeerrllyy  ppoossiittiioonn  tthhee  pprriiccee  ooff  aa  ffiinnaanncciiaall  iinnssttrruummeenntt  oonn  aa  rreellaatteedd  mmaarrkkeett    
 
The intent of these transactions is impacting the price of security in one market by executing transactions 
in another regulated market (market platform).  For example, executing stock transactions to impact the 
price of its derivative instrument or vice versa. 
 
CCrreeaattiinngg  aa  mmiisslleeaaddiinngg  mmaarrkkeett  iimmpprreessssiioonn  ((PPaaiinnttiinngg  tthhee  ttaappee,,  wwaasshh  ttrraaddee))  
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Execution of one or several transactions, the intention of which is to show an artificial movement or 
change in the price of security without obvious economic reasons behind it. Exceptions are repo 
transactions and security short selling. 
 
PPuummpp  &&  dduummpp  ––  TTrraasshh  &&  CCaasshh    
 
Buying a large volume of securities and subsequently publishing positive information about the issuer 
with the intent to resell the securities at a higher price.         
 
Manifestations of market manipulation in international practice: 
 

POSSIBLE SIGNS OF MARKET MANIPULATION 

 

♦ 1 

Unusual concentration of transactions with securities or a 
specific client 

 

Concentration of specific security transactions: for example, 
when the transaction(s) is(are) made by several qualified 
investors, which are associated with the issuer, 

Concentration of transactions: for example, concentration of 
transactions of several associated clients, 

Concentration of orders and transactions in a short period of 
time, which result in a price change that afterwards quickly 
changes in the opposite direction. 

♦ 2 

Unusual recurrence of transaction in a specific time period          

Recurrence of a transaction by a limited number of clients in a 
specific period of time. 

SIGNS OF PRICE MANIPULATION CASES 

♦ 3 

Order (transaction) volumes significantly exceeding security 
transactions executed normally, which result in significant 
price change. 

Transactions or orders exceeding normal transaction volumes 
of a specific security, especially when it results in a significant 
price change of a security or the underlying security.    

♦ 4 

Significant price fluctuation of a security or the underlying 
financial instrument, which was executed by a person having 
significant buy or sell positions. 

Significant price change of a security, underlying financial 
instrument or derivative instrument which was executed by a 
person having significant market positions. 

♦ 5 

Best price bids, which are removed before they are filled, 
especially in the case of a security having low liquidity. 

Best but removed price bids, which are reflected in the 
regulated market operator publication. 

♦ 6 

Changing positions in a short period of time (removing bids 
for purchase and placing sell orders or opposite), associated 
with security price change.   

Changing positions of specific securities in a short period of 
time, which is probably associated with a significant price 
change. 

♦ 7 

Transactions, which do not result in the change of security 
holder or those intended to substantially change the position 
without change in position volume. 

Transactions, which do not result in the actual change of 
security holder or those intended to substantially impact the 
position giving the position significant meaning without 
significant change in the position volume. 
Transactions, which are intended to give significant meaning 
to the position without change in the position volume.   
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♦ 8  

Executing a transaction during price determination or very 
close to it, having a significant impact on the security quote. 

Transaction, the purpose of which is the change in the security 
price or the increase of transaction volume, especially when it 
is done during price determination or close to it, 
Transaction, which from the perspective of security markets 
can have an impact on the supply, demand, price of the 
security especially when the transaction is done during price 
determination or very close to it,   
Security price change as a result of executing transactions 
during security price determination or near it or during 
placement of bids. 

♦ 9 

Transaction the likely purpose of which is the price change of 
security before the issue of an associated instrument 
(derivative or another instrument) 

Executing transactions to increase the price of the underlying 
instrument in the period before the issue of a derivative 
instrument, 

Executing transactions to stabilize the price of underlying 
instrument in the period before the issue of a derivative 
instrument. 

SIGNS OF INSIDER TRADING 

♦ 10 The Customer signs an agreement and immediately gives an unexpected significant order of specific security 
(especially, if the customer claims, that the execution of a given transaction is urgent and should be done before 
a specific day). 

♦ 11 Significant and rapid change of investment type (security type, invested capital, investment time horizon). 

♦ 12 Client demands immediate execution of the order without regard to the price of the security. 

♦ 13 Execution of transactions by issuing shareholders or other insiders before publishing information regarding a 
significant fact or circumstance.    

♦ 14 Unusual transactions, which were done before publishing of a significant fact or circumstance. 

♦ 15 Client interference in the context of a trust agreement.  

♦ 16 Personal transactions executed by a staff member of investment company, which are done based on the 
information collected during execution of their work duties.  
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Table presented below allows determination of applicability of signs depending on the security or the type 
of transaction. 
 

SIGN MAIN INSTRUMENTS DERIVATIVE INSTRUMENTS 
 Equity  

securities 
Debt 

securities 
Futures Options 

PRICE 
MANIPULATION 

♦ 1. Unusual concentration of transactions related to a security or a particular client. 

♦ 2. Recurrence of an unusual transaction in a specific time period.          

♦ 3. Security orders (transactions) significantly exceeding normal transaction volumes that result in a 
significant change in the price of security. 

♦ 4. Significant price volatility of a security or the underlying financial instrument, which is a result of 
selling or buying by a person with significant position in a security. 

♦ 5. Orders placed with best bids, which are removed before they are filled, especially in cases of 
securities having low liquidity. 

♦ 6. Changing positions in a short period of time (removing buy orders or placing sell orders or vice 
versa), which is associated with the security price change.   

♦ 7. Transactions, which do not entail change of security holder or intended to give the position a 
significant meaning without change in transaction volume.   

♦ 8. Executing transaction during security price determination or near it, which has a significant impact 
on a security quote. 

♦ 9. Transaction, the likely purpose of which changing security price before the issue of an associated 
instrument (derivative or another instrument). 

INSIDER 
TRADING 

♦ 1.  Unusual concentration of transactions associated with a security or specific customer. 

♦ 2. Unusual recurrence of a transaction in a particular time period.          

♦ 3. A client opens an account and in a short time places a large and unexpected order. 

♦ 4. Unexpected significant order with specific securities, especially when a customer insists on the 
urgency for completing the order or completing it before a specific date. 

♦ 5. Significant change in the type of investment. 

♦ 6. Executing transactions by issuing shareholders or other insiders before publishing of significant 
facts or circumstance.    

♦ 7. Unusual transactions which were executed before publishing of a real fact or circumstance. 

♦ 8. Client interference in the context of a trust agreement. 

♦ 9. Personal transactions executed by a staff member of  investment company, which are done based on 
the information collected during execution of their work duties. 
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