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UNITED STATES DISTRICT COURT JUN = 12017
NORTHERN DISTRICT OF ILLINOIS JUGGE AMY ST, EVE
EASTERN DIVISION Unfted states District Court
UNITED STATES OF AMERICA )
) No. 17-CR-001
Vs. )
) Judge Amy J. St. Eve
DAVID LIEW )
PLEA AGREEMENT
1. This Plea Agreement between the Fraud Section, Criminal Division, United

States Department of Justice (the “government”) and defendant DAVID LIEW, and his
attorney, NEIL MACBRIDE, of Davis Polk & Wardwell LLP, is made pursuant to Rule 11 of
the Federal Rules of Criminal Procedure. The parties to this Agreement have agreed upon the
following:
Charges in This Case

2. The Information in this case charges defendant with one count of conspiracy,
in violation of Title 18, United States Code, Section 371, to commit: (a) wire fraud affecting
a financial institution, in violation of Title 18, United States Code, Section 1343; and (b)
spoofing, in violation of Title 7, United States Code, Sections 6¢(a)(5)(C) and 13(a)(2).

D Defendant has read the charges against him contained in the Information, and
those charges have been fully explained to him by his attorney.

4. Defendant fully understands the nature and elements of the crimes with

which he has been charged.
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3. By this Plea Agreement, defendant agrees to enter a voluntary plea of guilty to
Count 1 of the Information, which charges defendant with one count of conspiracy, in violation
of Title 18, United States Code, Section 371, to commit: (a) wire fraud affecting a financial
institution, in violation of Title 18, United States Code, Section 1343; and (b) spoofing, in

violation of Title 7, United States Code, Sections 6¢(a)(5)(C) and 13(a)(2).

Factual Basis

6. Defendant will plead guilty because he is in fact guilty of the charges
contained in Count 1 of the Information. In pleading guilty, defendant admits the facts
alleged in Count 1 of the Information as well as the facts set forth in Paragraph 7 of this Plea
Agreement (collectively, the “Facts”). The defendant further admits that the Facts establish
his guilt beyond a reasonable doubt.

Criminal Offenses

7§ Between in or around December 2009 and in or around February 2012 (the
“Relevant Period”), in the Northern District of Illinois, Eastern Division, and elsewhere,
defendant DAVID LIEW did knowingly and intentionally conspire and agree with other
precious metals (gold, silver, platinum, and palladium) traders to: (a) knowingly execute, and
attempt to execute, a scheme and artifice to defraud, and for obtaining money and property
by means of materially false and fraudulent pretenses, representations, and promises, and

in furtherance of the scheme and artifice to defraud, knowingly transmit, and cause to be
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transmitted, in interstate and foreign commerce, by means of wire communications, certain
signs, signals and sounds, in violation of Title 18, United States Code, Section 1343, which
scheme affected a financial institution; and (b) knowingly engage in trading, practice, and
conduct, on and subject to the rules of the Chicago Mercantile Exchange (“CME”), that was,
was of the character of, and was commonly known to the trade as, spoofing, that is, bidding
or offering with the intent to cancel the bid or offer before execution, by causing to be
transmitted to the CME precious metals futures contract orders that LIEW and his co-
conspirators intended to cancel before execution and not as part of any legitimate, good-faith
attempt to execute any part of the orders, in violation of Title 7, United States Code, Sections

6¢(a)(5)(C) and 13(a)(2); all in violation of Title 18, United States Code, Section 371.

In furtherance of the conspiracy and to effect its unlawful objects, the following
overt act, among others, was committed in the Northern District of Illinois and elsewhere: on
or about January 10, 2012, defendant LIEW engaged in spoofing activity on the CME.

Defendant and Relevant Entities

Defendant LIEW joined Bank A in or about July 2009 following the completion
of his bachelor’s degree as part of its 2009 Global Analyst Program. Following an
introductory period that included orientation and training, LIEW was eventually assigned to
the metals trading desk (which included base metals and precious metals trading) in
approximately December 2009. During the Relevant Period, LIEW was employed by Bank
A as a metals trader in the Asia-Pacific region, and his primary duties included precious

metals market making and futures trading.
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Defendant LIEW’s employer, Bank A, was one of the largest global banking
and financial services companies in the world. Bank A’s primary precious metals trading

desks were located in the United States, the United Kingdom, and the Asia-Pacific region.

Defendant LIEW and other precious metals traders, including traders at Bank
A, engaged in a conspiracy to commit wire fraud affecting a financial institution and spoofing,

in the trading of precious metals futures contracts traded on the CME.

During the Relevant Period, the CME was a financial and commodity
derivatives exchange based in Chicago, Illinois. The CME was one of the major futures
exchanges in the world. Trading on the CME in futures contracts was regulated by the
Commodity Futures Trading Commission (the “CFTC”), the federal agency established by
statute, among many other things, to regulate transactions involving the purchase and sale of

futures contracts.

The CME was a registered entity with the CFTC. Specifically, the CME was
registered with the CFTC as both a “Derivatives Clearing Organization” and a “Board of

Trade Designated as a Contract Market.”

The CME operated a global electronic trading platform for futures contracts
trading called Globex. Defendant LIEW and his co-conspirators accessed Globex to trade

from multiple locations throughout the world.
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Overview of the Conspiracy

During and in furtherance of the conspiracy, and in order to make money,
defendant LIEW, from locations outside the United States, including Bank A’s offices in the Asia-
Pacific region, placed electronic trading orders with the CME, through Globex, which was located in
the Northern District of Illinois. Such wire communications travelled in foreign and interstate
commerce because LIEW executed such wires from locations outside the United States, including
the Asia-Pacific region, and such wires traveled into the United States, specifically into the Northern

District of Illinois.

Defendant LIEW placed, and conspired to place, hundreds of orders to buy or
to sell precious metals futures contracts that he intended to cancel and not to execute at the

time he placed the orders (the “Spoof Orders™).

Defendant LIEW’s purpose, intent, and motivation in placing the Spoof Orders
was to create a materially false and misleading impression of supply (when he was placing
Spoof “sell” orders) and demand (when he was placing Spoof “buy” orders) in order to
induce other market participants to react to his Spoof Orders and to engage in transactions to
sell or to buy precious metals futures contracts at prices, quantities, and/or times that, but
for LIEW and his co-conspirators’ Spoof Orders, they would not otherwise have traded. In
placing the Spoof Orders, LIEW and his co-conspirators intended to transmit false and
misleading liquidity and price signals into the CME in order to induce other market
participants to react to this false and misleading information and trade against genuine orders

placed by LIEW and his co-conspirators on the opposite side of the market (the “Primary
5
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Orders”) at prices more favorable to LIEW and his co-conspirators. In hundreds of instances,
LIEW and his co-conspirators sought to induce other market participants to react, and
artificially increase the number of market participants willing to transact in precious metals
futures contracts at an existing price, or artificially depress (in the case of Spoof “sell” orders)
or artificially inflate (in the case of Spoof “buy” orders) the price of precious metals futures
contracts—all so that LIEW and his co-conspirators could profit, mitigate potential losses, or
liquidate Primary Orders at a more favorable quantity and/or price than was otherwise

available before the Spoof Orders were placed.

Defendant LIEW and his co-conspirators were able to generate trading profits
(or mitigate losses) by executing their Primary Orders close in time with the placement of

their Spoof Orders.

Defendant LIEW personally benefited from his deception and manipulation
of the market in numerous ways, including by way of continued employment and
compensation from Bank A, which compensation was based in part on his trading profits.

Spoofing Methods Used by LIEW

Bank A operated a global metals trading team with traders in the United States,
the United Kingdom, and the Asia-Pacific region. Throughout his tenure on the metals trading
desk at Bank A, defendant LIEW was supervised by and interacted with more experienced
traders on the team. LIEW was supervised by other metals traders in the Asia-Pacific region,
and, due to the nature of the nearly 24-hour trading cycle, LIEW interacted with members of

the trading team in the United States and the United Kingdom. It was after joining the metals
6
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trading desk that LIEW was taught to spoof by other metals traders, including other metals

traders at Bank A.

Defendant LIEW generated Spoof Orders manually. That is, LIEW physically
clicked his computer mouse or keyboard keys to enter each Spoof Order, and physically

clicked his mouse or keyboard keys to cancel that order.

A common technique employed by defendant LIEW was to place and cancel
one or more Spoof Orders on one side of the prevailing market price. The intent of these Spoof
Orders was to facilitate the execution of an existing Primary Order on the opposite side of the
market. By placing Spoof Orders opposite the Primary Order, LIEW intended to create a false
appearance of supply or demand and induce other market participants to react to this false
information in order to move the market price and/or increase the available quantity at the
desired price of the relevant futures contract. During the time the Spoof Order was live in the
market, or shortly after it was cancelled, LIEW’s Primary Order on the other side of the market
would often execute at a more favorable price than was otherwise available before the Spoof

Order had been placed.

During the Relevant Period, defendant LIEW engaged in the conduct described
herein both by himself (“solo spoofing”) and with other traders at Bank A (“coordinated
spoofing”), all in furtherance of the conspiracy. When engaging in solo spoofing, LIEW would
place Spoof Orders in order to facilitate the execution of Primary Orders placed by LIEW

without the placement of any Spoof Orders by other traders at Bank A.
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Coordinated spoofing involved one or more additional participants. When
engaging in coordinated spoofing, defendant LIEW and/or one or more co-conspirators would
place one or more Spoof Orders on one side of the market in order to facilitate the execution
of Primary Orders placed on the opposite side of the market by either LIEW or a co-
conspirator. For example, LIEW would place a Spoof Order in order to facilitate the execution
of a Primary Order placed by a co-conspirator, or a co-conspirator would place a Spoof Order
in order to facilitate the execution of a Primary Order placed by LIEW. At other times, LIEW
and one or more co-conspirators would each place one or more Spoof Orders in order to

facilitate the execution of a Primary Order placed by LIEW or a co-conspirator.

At all times during the Relevant Period, defendant LIEW’s purpose, intent, and
motivation in conspiring with others in the placement of Spoof Orders was to create a false
sense of supply or demand for purposes of inducing other market participants to react, and
artificially drive the price of the precious metals futures contracts down or up, or artificially
increase the number of market participants willing to transact at the existing price, all so that
LIEW and his co-conspirators could profit or mitigate their potential loss by executing their
positions at more favorable prices and/or quantities than were otherwise available before LIEW

or his co-conspirator placed the Spoof Order.
During and in furtherance of the conspiracy, defendant LIEW engaged in solo
spoofing or coordinated spoofing with traders at Bank A hundreds of times.

While it was the intent of the conspiracy to use Spoof Orders in order to

facilitate the execution of Primary Orders at a more favorable price than was otherwise
8
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available before the Spoof Order had been placed, the spoofing techniques described herein
did not always achieve the outcome desired by LIEW and his co-conspirators. In some
instances, the placement of Spoof Orders would not induce other market participants to trade
at the level desired by LIEW and his co-conspirators, and LIEW would execute the Primary
Order at the prevailing market price. In other instances, while it was LIEW’s intent to cancel
a Spoof Order prior to its execution, all or part of the Spoof Order would execute, and LIEW

would then act to reverse the unintended position, which reversal could generate a loss.

Other Wrongful Acts

During the Relevant Period, defendant LIEW and a trader at Bank B, another
major global bank, engaged in, and profited from, deceptive and manipulative trading that
was intended to artificially move the price of a precious metals futures contract in order to

trigger customers’ stop loss orders (which were standing orders to buy or sell).

During the Relevant Period, on at least one occasion, LIEW and others at Bank
A initiated trades on the basis of information related to a large metals trade to be undertaken
for a Bank A customer, prior to the execution of that customer’s metals trade and in an effort
to profit improperly from the anticipated movement in the price that would result from the
execution of the customer’s trade.
8. The foregoing facts are set forth solely to assist the Court in determining
whether a factual basis exists for defendant’s plea of guilty, and are not intended to be a
complete or comprehensive statement of all the facts within defendant’s personal

knowledge regarding the charged crime and related conduct.
9
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Maximum Statutory Penalties
9. Defendant understands that the charge to which he is pleading guilty carries the
following statutory penalty:

a. A maximum sentence of five years’ imprisonment. The statutory
maximum period of imprisonment for Count 1 (conspiracy) is five years. Defendant further
understands that the judge also may impose a term of supervised release of not more than
three years for this offense.

b. A criminal fine of $250,000, or twice the gross gain or gross loss
resulting from the offense, whichever is greater.

C. Defendant further understands that, pursuant to Title 18, United States
Code, Section 3663A, the Court must order restitution for persons directly and proximately
harmed as a result of the defendant’s violation of Count 1 (conspiracy), in an amount
determined by the Court.

d. Defendant understands that the forfeiture of property, real or personal,
which constitutes or is derived from proceeds traceable to the offense, is part of the sentence
that must be imposed in this case, pursuant to Title 18, United States Code, Section
981(a)(1)(C) and Title 28, United States Code, Section 2461(c).

e. In accord with Title 18, United States Code, Section 3013, defendant
must pay a mandatory special assessment of $100 ($100 on each count to which he has pled

guilty), in addition to any other penalty, forfeiture, or restitution imposed.
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