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Financial Services Act 1986 (Repealed)

1986 CHAPTER 60

PART I

REGULATION OF INVESTMENT BUSINESS

CHAPTER V

CONDUCT OF INVESTMENT BUSINESS

Modifications etc. (not altering text)
C1  Chapters III-XI (ss. 7-111): certain functions transferred by S.I. 1990/354, art. 5

47 Misleading statements and practices.

(1) Any person who—

(a) makes a statement, promise or forecast which he knows to be misleading, false
or deceptive or dishonestly conceals any material facts; or

(b) recklessly makes (dishonestly or otherwise) a statement, promise or forecast
which is misleading, false or deceptive,

is guilty of an offence if he makes the statement, promise or forecast or conceals the
facts for the purpose of inducing, or is reckless as to whether it may induce, another
person (whether or not the person to whom the statement, promise or forecast is made
or from whom the facts are concealed) to enter or offer to enter into, or to refrain from
entering or offering to enter into, an investment agreement or to exercise, or refrain
from exercising, any rights conferred by an investment.

(2) Any person who does any act or engages in any course of conduct which creates a false
or misleading impression as to the market in or the price or value of any investments
is guilty of an offence if he does so for the purpose of creating that impression and
of thereby inducing another person to acquire, dispose of, subscribe for or underwrite
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those investments or to refrain from doing so or to exercise, or refrain from exercising,
any rights conferred by those investments.

(3) In proceedings brought against any person for an offence under subsection (2) above
it shall be a defence for him to prove that he reasonably believed that his act or
conduct would not create an impression that was false or misleading as to the matters
mentioned in that subsection.

(4) Subsection (1) above does not apply unless—

(a) thestatement, promise or forecast is made in or from, or the facts are concealed
in or from, the United Kingdom,;

(b) the person on whom the inducement is intended to or may have effect is in
the United Kingdom; or

(¢c) the agreement is or would be entered into or the rights are or would be
exercised in the United Kingdom.

(5) Subsection (2) above does not apply unless—

(a) the act is done or the course of conduct is engaged in in the United Kingdom;
or

(b) the false or misleading impression is created there.

(6) A person guilty of an offence under this section shall be liable—

(a) on conviction on indictment, to imprisonment for a term not exceeding seven
years or to a fine or to both;

(b) on summary conviction, to imprisonment for a term not exceeding six months
or to a fine not exceeding the statutory maximum or to both.

['47A Statements of principle.

(1) The Secretary of State may issue statements of principle with respect to the conduct
and financial standing expected of persons authorised to carry on investment business.

(2) The conduct expected may include compliance with a code or standard issued by
another person, as for the time being in force, and may allow for the exercise of
discretion by any person pursuant to any such code or standard.

(3) Failure to comply with a statement of principle under this section is a ground for the
taking of disciplinary action or the exercise of powers of intervention, but it does not
of itself give rise to any right of action by investors or other persons affected or affect
the validity of any transaction.

(4) The disciplinary action which may be taken by virtue of subsection (3) is—

(a) the withdrawal or suspension of authorisation under section 28 or the
termination or suspension of authorisation under section 33,

(b) the giving of a disqualification direction under section 59,

(c) the making of a public statement under section 60, or

(d) the application by the Secretary of State for an injunction, interdict or other
order under section 61(1);

and the reference in that subsection to powers of intervention is to the powers conferred
by Chapter VI of this Part.

(5) Where a statement of principle relates to compliance with a code or standard issued
by another person, the statement of principle may provide—
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(a) that failure to comply with the code or standard shall be a ground for the taking
of disciplinary action, or the exercise of powers of intervention, only in such
cases and to such extent as may be specified; and

(b) that no such action shall be taken, or any such power exercised, except at the
request of the person by whom the code or standard in question was issued.

(6) The Secretary of State shall exercise his powers in such manner as appears to him
appropriate to secure compliance with statements of principle under this section.]

Textual Amendments
F1  S.47A inserted by Companies Act 1989 (c. 40, SIF 27), s. 192 and brought into force by S.I.

1990/354, art. 3

Modifications etc. (not altering text)

C2  S.47A: certain functions transferred by SI 1990/354, art. 4(3)(a)

C3  S.47A: certain functions of the Secretary of State made exercisable jointly by the Secretary of State
and the Treasury (7.6.1992) by S.I. 1992/1315, art. 4, Sch. 2 para.3.
S. 47A amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para.9.
s. 47A amended (1.7.1994) by S.I. 1994/1696, reg. 58(1)
s. 47A modified (1.1.1996) by S.I. 1995/3275, reg. 32, Sch. 7 para. 9(1)(2)
s. 47A extended (1.1.1996) by S.I. 1995/3275, reg. 32, Sch. 7 Pt. II para. 4(1)
s. 47A extended (1.1.1996) by S.I. 1995/3275, reg. 58, Sch. 11 para. 4(1)

C4 S.47A(1)(4) amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para. 9(1).
s. 47A(4) extended (1.1.1996) by S.I. 1995/3275, reg. 32, Sch. 7 para. 9(1)((2)

[’47B Modification or waiver of statements of principle in particular cases.

(1) The relevant regulatory authority may on the application of any person—
(a) modify a statement of principle issued under section 47A so as to adapt it to
his circumstances or to any particular kind of business carried on by him, or
(b) dispense him from compliance with any such statement of principle, generally

or in relation to any particular kind of business carried on by him.

(2) The powers conferred by this section shall not be exercised unless it appears to the
relevant regulatory authority—

(a) that compliance with the statement of principle in question would be unduly
burdensome for the applicant having regard to the benefit which compliance
would confer on investors, and

(b) that the exercise of those powers will not result in any undue risk to investors.

(3) The powers conferred by this section may be exercised unconditionally or subject to
conditions; and section 47A(3) applies in the case of failure to comply with a condition
as in the case of failure to comply with a statement of principle.

(4) The relevant regulatory authority for the purposes of this section is—

(a) in the case of a member of a recognised self-regulating organisation or
professional body, in relation to investment business in the carrying on of
which he is subject to the rules of the organisation or body, that organisation
or body;

(b) in any other case, or in relation to other investment business, the Secretary
of State.
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(5) The references in paragraph 4(1) of Schedule 2 and paragraph 4(2) of Schedule 3
(requirements for recognition of self-regulating organisations and professional
bodies) to monitoring and enforcement of compliance with statements of principle
include monitoring and enforcement of compliance with conditions imposed by the
organisation or body under this section.]

Textual Amendments
F2  S.47B inserted (prosp.) by Companies Act 1989 (c. 40, SIF 27), s. 192

48 Conduct of business rules.

(1) The Secretary of State may make rules regulating the conduct of investment business
by authorised persons but those rules shall not apply to . . . ' persons certified by a
recognised professional body in respect of investment business in the carrying on of
which they are subject to the rules of the . . . ** body.

ules under this section may in particular make provision—
2) Rul der thi i y in particul ke provisi
(a) prohibiting a person from carrying on, or holding himself out as carrying on—
(i) investment business of any kind specified in the rules; or

(i1) investment business of a kind or on a scale other than that notified
by him to the Secretary of State in connection with an application for
authorisation under Chapter III of this Part of this Act, in a notice
under section 32 above or in accordance with any provision of the
rules or regulations in that behalf;

(b) prohibiting a person from carrying on investment business in relation to
persons other than those of a specified class or description;

(c) regulating the manner in which a person may hold himself out as carrying on
investment business;

(d) regulating the manner in which a person makes a market in any investments;
(e) astothe form and content of advertisements in respect of investment business;

(f) requiring the principals of appointed representatives to impose restrictions on
the investment business carried on by them;

(g) requiring the disclosure of the amount or value, or of arrangements for the
payment or provision, of commissions or other inducements in connection
with investment business and restricting the matters by reference to which or
the manner in which their amount or value may be determined;

(h) enabling or requiring information obtained by an authorised person in the
course of carrying on one part of his business to be withheld by him from
persons with whom he deals in the course of carrying on another part and
for that purpose enabling or requiring persons employed in one part of that
business to withhold information from those employed in another part;

(i) as to the circumstances and manner in which and the time when or the period
during which action may be taken for the purpose of stabilising the price of
investments of any specified description;

(j) for arrangements for the settlement of disputes;

(k) requiring the keeping of accounts and other records, as to their form and
content and for their inspection;


http://www.legislation.gov.uk/id/ukpga/1986/60/section/47B
http://www.legislation.gov.uk/id/ukpga/1989/40
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(I) requiring a person to whom the rules apply to make provision for the
protection of investors in the event of the cessation of his investment business
in consequence of his death, incapacity or otherwise.

(3) Subsection (2) above is without prejudice to the generality of subsection (1) above
and accordingly rules under this section may make provision for matters other than
those mentioned in subsection (2) or further provision as to any of the matters
there mentioned except that they shall not impose limits on the amount or value of
commissions or other inducements paid or provided in connection with investment
business.

(4) Rules under this section may also regulate or prohibit the carrying on in connection
with investment business of any other business or the carrying on of any other business
which is held out as being for the purposes of investment.

(5) In paragraph (e) of subsection (2) above ‘“advertisement” does not include any
advertisement which is subject to section 154 below or which is required or permitted
to be published by listing rules under Part IV of this Act and relates to securities which
have been admitted to listing under that Part; and rules under that paragraph shall have
effect subject to the provisions of Part V of this Act.

(6) Nothing done in conformity with rules made under paragraph (h) of subsection (2)
above shall be regarded as a contravention of section 47 above.

(7) Section 47(2) above shall not be regarded as contravened by anything done for the
purpose of stabilising the price of investments if it is done in conformity with rules
made under this section and—

(a) [F(i)] in respect of investments which fall within any of paragraphs 1 to 5
of Schedule 1 to this Act and are specified by the rules; and

(i1)] during such period before or after the issue of those investments as is
specified by the rules [ ®or]
[F(b) (1) in respect of such investments as are mentioned in subparagraph (a)
(i) above; and
(i1) during a period starting with the date of the first public announcement
of an offer of those investments which states the price or the minimum
price at which the investments are to be sold and ending on the
30th day after the closing date specified in the announcement for
acceptances of such offer.]

[FS

[""(7A) For the purposes of subparagraph (b)(ii) of subsection (7) above “an offer" means an

offer for cash (other than in relation to the issue of the investments in question) where
either—
(a) the investments have been admitted to dealing on a recognised investment
exchange or any other exchange of repute outside the United Kingdom; or
(b) the offer is on the occasion of such admission or conditional on such
admission;

and the total cost of the investments subject to the offer at the price stated in the first
public announcement mentioned in subsection (7) above is at least £15,000,000 (or
the equivalent in the currency or unit of account in which the price is stated on the
date of the announcement).]

(8) The Secretary of State may by order amend subsection (7) above—
(a) by restricting or extending the kinds of investment to which it applies;
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(b) by restricting it so as to apply only in relation to the issue of investments in
specified circumstances or by extending it, in respect of investments of any
kind specified in the order, so as to apply to things done during a specified
period before or after events other than the issue of those investments.

(9) No order shall be made under subsection (8) above unless a draft of it has been laid
before and approved by a resolution of each House of Parliament.

(10) Rules under this section may contain such incidental and transitional provisions as the
Secretary of State thinks necessary or expedient.

[**(11) Section 63A below (application of designated rules) has effect as regards the
application of rules under this section to members of recognised self-regulating
organisations in respect of investment business in the carrying on of which they are
subject to the rules of the organisation.]

Textual Amendments
F3  Words repealed by Companies Act 1989 (c. 40, SIF 27), ss. 206(1), 212, Sch. 23 Pt. I para. 2(2), Sch.
24
F4  Word inserted by S.I. 1988/717, art. 2(a)
F5  Word substituted by S.I. 1988/717, art. 2(b)
F6  S.48(7)(b) and word immediately preceding it inserted by S.I. 1988/717, art. 2(c)
F7  S.48(7A) inserted by S.1. 1988/717, art. 2(d)
F8  S.48(11) inserted by Companies Act 1989 (c. 40, SIF 27), s. 206(1), Sch. 23 para. 2(3)

Modifications etc. (not altering text)

C5  S.48: certain functions transferred by S.I. 1990/354, art. 4(5)

C6 S.48 amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para.10.

C7  S.48(1)(2) amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para. 10(1).
s. 48 amended (1.7.1994) by S.1. 1994/1669, reg. 58(2)
s. 48 extended (1.1.1996) by S.1. 1995/3275, reg. 32, Sch. 7 para. 10(1)
s. 48 modified (1.1.1996) by S.1. 1995/3275, reg. 32, Sch. 7 para. 10(2)
s. 48 extended (1.1.1996) by S.1. 1995/3275, reg. 32, Sch. 7 para. 10(2)

C8  S.48(8) extended by S.I. 1986/1034 (N.I. ), art. 15(2) as substituted by S.I. 1989/2404 (N.I. 18) art.
30

49 Financial resources rules.

[""(1) The Secretary of State may make rules requiring—

(a) a person authorised to carry on investment business by virtue of section 25
or 31 above, or
(b) amember of a recognised self-regulating organisation carrying on investment
business in the carrying on of which he is subject to the rules of the
organisation,
to have and maintain in respect of that business such financial resources as are required
by the rules.]

(2) Without prejudice to the generality of subsection (1) above, rules under this section
may—
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(a) impose requirements which are absolute or which are to vary from time to time
by reference to such factors as are specified in or determined in accordance
with the rules;

(b) impose requirements which take account of any business (whether or not
investment business) carried on by the person concerned in conjunction with
or in addition to the business mentioned in subsection (1) above;

(c) make provision as to the assets, liabilities and other matters to be taken into
account in determining a person’s financial resources for the purposes of the
rules and the extent to which and the manner in which they are to be taken
into account for that purpose.

["°(3) Section 63A below (application of designated rules) has effect as regards the

application of rules under this section to members of recognised self-regulating
organisations in respect of investment business in the carrying on of which they are
subject to the rules of the organisation.]

Textual Amendments
F9  S.49(1) substituted by Companies Act 1989 (c. 40, SIF 27), s. 206(1), Sch. 23 para. 3(2)
F10 S. 49(3) inserted by Companies Act 1989 (c. 40, SIF 27), s. 206(1), Sch. 23 para. 3(3)

Modifications etc. (not altering text)
C9  S.49: certain functions transferred by S.I. 1990/354, art. 4(5)
C10 S. 49 amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para. 11(1).
s. 49 extended (1.1.1996) by S.1. 1995/3275, reg. 32, Sch. 7 para. 11(1)
C11 S.49(2) amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para. 11(2).
s. 49(2) modified (1.1.1996) by S.I. 1995/3275, reg. 32, Sch. 7 para. 11(2)

50 Modification of conduct of business and financial resources rules for particular
cases.

(1) The Secretary of State may, on the application of any person to whom any rules made
under section 48 or 49 above apply, alter the requirements of the rules so as to adapt
them to the circumstances of that person or to any particular kind of business carried
on or to be carried on by him.

(2) The Secretary of State shall not exercise the powers conferred by subsection (1) above
in any case unless it appears to him that—

(a) compliance with the requirements in question would be unduly burdensome
for the applicant having regard to the benefit which compliance would confer
on investors; and

(b) the exercise of those powers will not result in any undue risk to investors.

(3) The powers conferred by subsection (1) above may be exercised unconditionally or
subject to conditions.

[F"'(4) The powers conferred by subsection (1) above shall not be exercised in a case where

the powers conferred by section 63B below are exercisable (powers of recognised self-
regulating organisation in relation to designated rules).]
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Textual Amendments
F11 S. 50(4) inserted by Companies Act 1989 (c. 40, SIF 27), s. 206(1), Sch. 23 para. 4

Modifications etc. (not altering text)
C12 S. 50: certain functions transferred by SI 1990/354, art. 4(5)

51 Cancellation rules.

(1) The Secretary of State may make rules for enabling a person who has entered or
offered to enter into an investment agreement with an authorised person to rescind
the agreement or withdraw the offer within such period and in such manner as may
be prescribed.

(2) Without prejudice to the generality of subsection (1) above, rules under this section
may make provision—
(a) forrequiring the service of notices with respect to the rights exercisable under
the rules;
(b) for the restitution of property and the making or recovery of payments where
those rights are exercised; and

(c) for such other incidental matters as the Secretary of State thinks necessary or
expedient.

Modifications etc. (not altering text)
C13 S.51(1) amended (1.1.1993) by S.I. 1992/3218, reg. 55, Sch. 9 para. 12(1).
s. 51 extended (1.1.1996) by S.1. 1995/3275, reg. 32, Sch. 7 para. 12

52 Notification regulations.

(1) The Secretary of State may make regulations requiring authorised persons to give him
forthwith notice of the occurrence of such events as are specified in the regulations
and such information in respect of those events as is so specified.

(2) The Secretary of State may make regulations requiring authorised persons to furnish
him at such times or in respect of such periods as are specified in the regulations with
such information as is so specified.

(3) Regulations under this section shall not apply to a member of a recognised self-
regulating organisation or a person certified by a recognised professional body unless
he carries on investment business in the carrying on of which he is [**not subject to
the rules of that organisation or body].

(4) Without prejudice to the generality of subsections (1) and (2) above, regulations under
this section may relate to—

(a) the nature of the investment business being carried on;

(b) the nature of any other business carried on with or for the purposes of the
investment business;

(c) any proposal of an authorised person to alter the nature or extent of any
business carried on by him;
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