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1) Dr. Berna Kirkulak Uludag, Encyclopedia of Corporate Social
Responsibility, 2013, Springer, Berlin, Heidelberg, p 23.

2) Insider trading refers to the act of trading securities, such as
stocks, stock options, and bonds, based on information that is not
available to the public. For example, a senior executive of a
corporation might commit insider trading if he or she purchases a
large amount of shares in the company after learning of news that
is likely to drive the stock price up, but before that information
becomes available to the public.
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It is considered a criminal offense in most cases under the theory
that it is not fair to investors who do not have the benefit of
“inside” information. Unlike many types of investment fraud,
insider trading does not target individual investors as victims. In
the example above, the corporate executive is able to act on
information that is not available to other investors, giving the
executive an unfair advantage. The Securities and Exchange
Commission (SEC) investigates and prosecutes insider trading
and other forms of securities fraud, based on a wide range of
federal statutes and regulations.
www.justia.com/criminal/offenses/white-collar-crimes/insider-

trading
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1) The government must prove that a defendant bought or sold
one or more securities “on the basis of material nonpublic
information about that security or issuer,” according to the SEC’s
Rule 10b5-1, 17 C.F.R. § 240.10b5-1. Prosecutors must prove
that the defendant actually received information, that the
information was both “material” and “nonpublic,” and that the
information directly influenced the defendant’s trade. A
defendant may raise an affirmative defense that he or she was
subject to a binding contract, entered in good faith, to purchase
or sell specific amounts of the security in question and that the
agreement took effect before he or she knew about the
information. www.justia.com/criminal/offenses/white-collar-
crimes/insider-trading
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1) Perhaps the most famous recent case of insider trading
involved the celebrity Martha Stewart. In December 2001,
Stewart sold all of the nearly 4,000 shares she owned in the
pharmaceutical company ImClone Systems. One day later, the
U.S. Food and Drug Administration (FDA) announced that it was
denying the company’s application for a new cancer drug.
ImClone’s stock price dropped by about 18 percent on the first
day of trading after the announcement.
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The government indicted Stewart and her former stockbroker in
June 2003 on multiple counts of securities fraud, including
insider trading. It claimed that they sold the ImClone shares
based on advance notice of the FDA’s decision, while they
claimed that they had already agreed to sell the stock if it
dropped below a certain price. A jury convicted Stewart of
securities fraud in May 2004.
www.justia.com/criminal/offenses/white-collar-crimes/insider-

trading
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