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Categorizing and identifying the time point of inside information in the
crime of inside transaction in light of judicial practices

SHEN Wei, CHEN Xuanli

(Koguan School of Law, Shanghai Jiao Tong University, Shanghai 200030, China)

Abstract: There are obstacles in logic, clarity, predictability and operability in the existing rules for
identifying the time point of formation of inside information in the crime of inside transaction, hence
resulting in identification dilemma in judicial practices. Therefore, it is necessary to reconstruct the rules for
identifying the time point of formation of inside information. Through the categorization of 122 criminal
adjudication documents in effect since 2012, it is found that the judicial practice has formed a “spontaneous
order” consistent with the rule of “probability of occurrence - degree of influence”, that favorable inside
information, according to the degree of influence, can be divided into merger and reorganization type, major
investment type, legal major type and other major types with occurrence probability corresponding to the
formation point of inside information successively increasing, but with the development stage being
successively postponed. Summarizing the judicial practice experiences in the way of “categorization” can
solve the judicial dilemma that the current identification mode at the time of formation of inside information
is too abstract. Determining the formation time point of inside information should be based on distinguishing
different types of information, forming a presumption model through category induction, and correcting it in
combination with the probability of occurrence, degree of impact, and other factors affecting price. But when
making amendments that are not conducive to suspects or defendants, the court should provide support for
“stronger reasons”. In the future, in stipulating the provisions of judicial interpretation that should better
amended and specified, we will construct a new identification model of the time point of the formation of
inside information with the principles of “reasonable investor” and “price sensitivity” as the guide, with the
standard of “probability of occurrence-degree of influence” as the bridge, and with categorization rules as
gripping point.

Key Words: the crime of inside transaction; formation of inside information; price sensitivity; rational

investor; categorization
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