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• Submitting bids or offers with the intent to cancel the order before 
execution

• A “classic” spoof→
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Price Offers Bids

$1000.50 30

$1000.40 20

$1000.30 10

$1000.20 10 best offer

$1000.10

$1000.00

$999.90

$999.80 best bid 40

$999.70 80

$999.60 20

$999.50 10

$999.40 30

1 2

Trader A places 
“real” bid for 40 

lots, becoming the 
new best bid

Price Offers Bids

$1000.50 80

$1000.40 70

$1000.30 60

$1000.20 60 best offer

$1000.10

$1000.00

$999.90

$999.80 best bid 40

$999.70 80

$999.60 20

$999.50 10

$999.40 30

Trader A enters 
“spoof” offers of 50 

lots each at four 
lowest price levels

Price Offers Bids

$1000.50 80

$1000.40 70

$1000.30 60

$1000.20 60 best offer

$1000.10

$1000.00

$999.90

$999.80

$999.70 80

$999.60 20

$999.50 10

$999.40 30

3

Anticipating a price 
drop, Trader X crosses 

the spread and fills 
Trader A’s bid 

Price Offers Bids

$1000.50 30

$1000.40 20

$1000.30 10

$1000.20 10 best offer

$1000.10

$1000.00

$999.90

$999.80

$999.70 80

$999.60 20

$999.50 10

$999.40 30

4

Trader A cancel’s 
“spoof” orders

What is Spoofing?



o US→
▪ Commodity Exchange Act §§ 6c(a)(5)(C), 9(a)

▪ Exchange Act §§ 9(a), 10(b); SEC Rule 10b-5  

▪ Wire Fraud (18 U.S.C. § 1343), Commodities Fraud (18 U.S.C. §
1348), RICO (18 U.S.C. § 1963) 

o UK→
▪ Financial Services Act 2012 sec. 89, 90 

▪ Fraud Act 2006 sec. 2 

▪ Market Abuse Regulation Art. 15 

o EU→
▪ Regulation No. 596/2014

▪ Regulation on Wholesale Energy Market Integrity and 
Transparency (REMIT) Art. 5 
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Overlapping Enforcement Regimes
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Public and Private Market Regulators 
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Chicago Board of Trade, 
COMEX, Chicago 

Mercantile Exchange

NYMEX, ICE 
Futures US, NYSE

ICE Futures Europe, LSE

Euronext N.V.

Global Jurisdiction

DBCX 
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Dubai Gold & Commodities 
Exchange (DBCX)

• A subsidiary of Dubai Multi 
Commodities Centre (DMCC), a 
strategic initiative of Dubai’s 
government

• 267 Members from the Middle East, 
India, US, UK, EU

• Allows trading in futures tied to 
currencies, equities, oil and gas, metals 

• Prohibits spoofing in bylaws (§D.3(h))

• Robust internal investigation and 
sanction functions 

Netherlands Authority for the 
Financial Markets (AFM)

• The Dutch equivalent of the SEC/FCA, 
responsible for regulating conduct on 
financial markets in the Netherlands 

• Empowered to enforce EU Market 
Abuse Regulation (MAR) with monetary 
penalties, trading bans, and injunctions 

• Oversees trading on Euronext 
Amsterdam, a major futures trading 
hub

• Works in tandem with the Dutch Public 
Prosecutor on market activity that 
violates Dutch Penal Code 

Key Regional Regulators 
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Pre Dodd-
Frank

US v. Coscia
(2015)

CFTC v. Oystacher
(2015)

US v. Sarao
(2017)

US v. Flotron
(2018)

US v. Thakkar
(2019)

SEC v. Lek Secs.
(2019)

In re. JPMorgan
(2020)

US v. Vorley
(2020)

US v. Smith
(2021)

Evolution of Spoofing Prosecutions in the US



• FSA v Swift Trade (2011) 

• FCA v. Michael Coscia (2013) 

• FCA v Da Vinci Invest Limited (2015) 

• Ofgem v Engie Global Markets (2019) 

• FCA v Corrado Abbattista (2020) 
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The British Regulatory Approach 



• Regulation 596/2014
• A focus on cross-market manipulation between spot and derivative 

trading 

• Spotlight on manipulation in the energy sector 
o 2019 guidance from ACER

• Euronext N.V.→
o Operates 5 derivatives markets (Amsterdam, Brussels, Lisbon, Oslo, 

Paris) and 6 securities markets (+Dublin)  

o Implements a “harmonized Rule Book” in all jurisdictions, with regional 
variations imposed by national market authorities 

▪ Spoofing prohibited by Rule 8104(1)(iv) 
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Market Manipulation in the EU
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Complaining 
counterparty

Exchange 
Operator

Employer

SEC / CFTC

Trader

No action or 
Administrative 

Resolution

Civil enforcement 
action filed in 
federal court

Matter referred 
to DOJ for 
criminal 

investigation

Civil regulator alerted 
to suspicious trading 

activity

Regulator contacts 
trader for explanation

Regulator decides how case proceeds in light of trader’s 
explanations (or lack thereof)

Steps in a Typical Spoofing Investigation 



• Importance of DOJ’s charging theory 
o Spoofing v. commodities fraud 

o § 371 v. § 1349

• DOJ’s core evidence 

• Challenging the “victims” 

• Undermining DOJ’s co-operators

• Using the law’s ambiguities to challenge intent 

• Advantages of a Speedy Trial 
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Lessons learned from the Flotron Acquittal 



• What is “fake” liquidity?  

• Man v. machine 
• Is it fraud to anticipate a counterparty’s reaction?

• Can a computer program be “tricked”? 

• Slicing and dicing trade data

• Questionable loss calculations  

• “Fair value” v. “market value”

• Alternative explanations for trade data patterns
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Poking Holes in the Government’s Theories



• How to process / analyze voluminous trade and market data 

• Explaining complex trading strategies to juries 

• A “battle of experts” to prove / disprove intent from data 
analysis 

• Obtaining a “victim’s” trading algorithm  

• Overcoming difficult chats 
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Unique Challenges for Defendants in Spoofing Cases



• CFTC’s “vacuuming” theory against Hard Eight Futures LLC

• Stand-alone spoofs?

• SEC v. Lek Securities 

• SEC v. Chen 

• US v. Smith 
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“Non-Traditional” Spoofing Theories 
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What to Expect from the New Administration



• Preserve contemporaneous evidence of trading strategies  

• Understand what trading patterns regulators are looking for

• Anyone trading on US or UK markets is subject to enforcement 
action there, regardless of physical location  

• The US government will target even solo traders and small trading 
firms located overseas 

• Beware of taking affirmative steps to avoid order execution 

• Be cognizant of order/fill ratios 

• Be wary of discussing trade strategies with other market 
participants  
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Takeaways for Traders and Trading Firms


