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NEWS Arbitration

UBS to pay punitive damages in $1.3 million arbitration loss
over options strategy

The award contains two unusual features: $500,000 in punitive damages to the clients and a two-to-one split
decision among the three-person panel.
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A Financial Industry Regulatory Authority Inc. arbitration panel Tuesday ordered UBS Financial Services Inc. to pay clients $1.34 million for losses they suffered on
investments in the UBS Yield Enhancement Strategy, known as YES, according to the June 28 award.

The award has two unusual features: $500,000 in punitive damages to the clients, Jeff and Karen Misner, and a two-to-one split decision among the three-person panel.
Arbitrators in Finra decisions rarely award punitive damages. The arbitrators gave no explanation for the punitive damages or the split decision in the award.

A UBS spokesperson declined to comment on the Misner arbitration award. The Misners also received $475,000 in compensatory damages, $325,000 in attorney’s fees
and $41,000 in costs.

UBS faces escalating pressure from the Yield Enhancement Strategy, which featured options. The Securities and Exchange Commission announced Wednesday
that it had ordered UBS to pay nearly $25 million to settle charges that it defrauded clients who invested in the complex options product.

The SEC said that from February 2016 through February 2017, UBS marketed and sold to 600 advisory clients the Yield Enhancement Strategy, which borrows against
an existing portfolio of debt or equity securities to purchase and sell S&P 500 options, according to the agency’s order. UBS clients allocated about $2 billion to YES.

Stefan Apotheker, the attorney for the UBS clients, said in an interview he didn’t know why the arbitrators ruled in the unusual manner that they did. This is the fourth
such UBS options arbitration case that Erez Law, where he is a senior associate, has handled and seen come to a decision in the past few months, Apotheker said.

“The options strategy is a high-risk strategy,” he said. “One the key factors in these YES claims is that it was not marketed and sold that way, both to UBS advisers and
their clients.”
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Is the new generation of nontraded REITs really any better than the last?

Wall Street has revitalized the product, but these REITs face new scrutiny because of an old problem: Investors are demanding liquidity.

Clients increase demands to cash out of REITs; KKR latest to hit limits

The industry, which saw a 27% rise in requests for redemptions of NAV nontraded REIT shares in the fourth quarter, should be ready for
continued redemptions at the start of this year, according to investment bank Robert A. Stanger & Co.

George Santos, Wall Street and Washington

Since the credit crisis, investment frauds have proliferated in ways most Wall Street executives and financial advisors in 2008 never would
have foreseen.

Ex-LPL broker sentenced to 8 years in prison for fraud

James Couture of Worcester, Massachusetts, had pleaded guilty in September to being involved in a scheme to steal $2.8 million from
clients.

Wealth management shines at Morgan Stanley

The firm posted record net revenue in wealth management last year, in contrast to investment banking, where it saw a 49% decline in
revenue during the fourth quarter.
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