BT Explains

The pounding of the pennies

In Singapore’s blue chip-dominated stock market, penny stocks often make a lot of noise but
little impact on the overall market. All of that changed on Oct 4, 2013, when the unexpected
collapse of a number of stocks sparked a sell-off among smaller counters and a shockwave of
changes for the rest of the market. Notwithstanding the Singapore Exchange'’s unusual
intervention measures, regulators are pursuing changes that will change the fundamental nature of
the Singapore market in areas like contra trading. Several individuals and companies are also under
the spotlight of a police investigation and numerous lawsuits.

Sept 26, 2013: UOB Kay Hian imposes online trading curbs on 14 securities, including Asiasons, Blumont and LionGold shares
0Oct 4, 2013: SGX suspends Asiasons, Blumont and LionGold after their shares collapse
0Oct 7, 2013: SGX designates Asiasons, Blumont and LionGold

Oct 21, 2013: SGX removes designation
oct 24, 2013: MAS, SGX confirm review of crash
Nov 1, 2013: Lawsuits begin to emerge. Among the largest is Interactive Brokers'
US$68m claim against at least 10 clients
= Feb 7, 2014: MAS, SGX propose sweeping rule changes
April 2, 2014: CAD launches investigation
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BIG CHILL DAYS OF INFAMY
Although the price impact was contained, the hit on liquidity has been more profound. Market activity has dried One year ago, the market
up, especially for smaller counters. The average value per traded share was 57 Singapore cents in September pounded its pennies into a
2014, compared to 29 Singapore cents a year earlier, suggesting a shift in the market toward larger counters. hole. Just how deep was that
The market has yet to recover. hole? Compared to other
major market events in
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UNDER PRESSURE GAME CHANGE
The saga has also set off a legal maelstrom. In April, The biggest impact of the penny meltdown Black
the white collar-crime fighting Commercial Affairs so far has come in the form of regulatory Monday,
Department conducted an unprecedented sweep changes. Some of the adjustments that have oct 19, 1987
to seek information on 13 individuals as part of been proposed by the Singapore Exchange
its investigation into the penny saga. The probe is and the Monetary Authority of Singapore
ongoing. Separately, at least 10 banks and brokers were planned before Oct 4, 2013, but their
have taken legal action against clients. announcement was accelerated
as a result of that fateful day.
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