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<Summary>

Kim, Min Jung

Financial Supervisory Service reported that the number of complains about ELS had increased 

rapidly in 2012. 

Issures of ELS hedged against the risk of loss with financial engineering technique of delta 

hedging. However, Issures sold in a bulk at low prices underlying assets of ELS which had been 

held for hedging purposes. In each case, investors field civil lawsuits against issures and traders 

who sold them in a bulk were indicted for price manipulation and subjected to criminal 

proceedings. 

The Supreme Court of Korea in a this civil case reversed the judgement at the lower court 

against the plaintiffs and remanded the case, in favor of the investors.

This case represents that issures manage a conflict of interest properly and should hedge price 

risk of underlaying asset in the way not affecting fair formulation of stock price and not 

infringing investor’s interest and faith.    

  

Keywords Equity-Linked Securities, ELS, Delta Hedging Trades, conflict of interest in ELS, Price 

Manipulation. 
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