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Wall Street – the movie 
The 1987 movie Wall Street tells the story of 
Bud Fox (Charlie Sheen), a young and impa-
tient stockbroker willing to do anything to get 
to the top. He gets involved with the corporate 
raider Gordon Gekko (Michael Douglas), who 
takes Fox under his wing, and teaches him 
about Wall Street and the stock market. One 
great memorable quote from the movie is 
when Gordon Gekko tells Fox that “the most 
valuable commodity I know of is infor-
mation”. Apparently, they are both willing to 
do anything to get to the top, including trad-
ing on illegal inside information. - So, what is 
the history of insider trading? This is set out 
below.  
 
Ways to fraud the market…. 
There are many challenges with the stock 
market. One main issue is that investors are 
asked to part with their money, so that compa-
nies and brokers can manage the funds for 
them. This creates a principal – agent issue. 
The principle – agent problem arises when 
one party (the agent) agrees to work in favor/
on behalf of another party (principal) in return 
for some reward. However, if the interests 
between the agent and the principal are not 
fully aligned, or not sufficiently regulated, the 
principal risks that the agent may take ad-
vantage of the principal. And in some cases 
this may turn out to be fraud.  
There are numerous ways the shareholders 
can be defrauded and get parted from their 
money. Trading on inside information under-
mines the confidence in the capital markets; 
what investors would like to put their hard-
earned money in the stock markets if the 
chances of being cheated is a big risk? In 
addition, over the decades a number of other 
scams have come up to con the investors, like 
the following: Boiler room operations (a call 
center selling questionable shares to unin-
formed investors by telephone),  pump and 
dump (which involves artificially inflating the 
price of an owned stock through false and 
misleading positive statements, in order to sell 
the cheaply purchased stock at a higher price); 
Ponzi schemes (where an individual or organ-
ization pays returns to its investors from new 

capital paid to the organization by new inves-
tors, rather than from profit earned through 
legitimate sources), cooking the books (the 
company falsifies its financial statements), 
front running (when a broker trading shares 
in his personal account based on advanced 
knowledge of pending orders from clients, 
allowing him to profit from the knowledge) 
and many more. Still, for many years trading 
on inside information was not illegal. Top 
management could make a gain by selling or 
buying with inside information, and this was 
considered as a “perk” for the management. In 
a landmark case in the US – Goodwin v. Ag-
assiz – Supreme Judicial Court of Massachu-
setts in 1933 stated that while Mr. Agassiz 
"had certain knowledge, material to the value 
of the stock, which the plaintiff did not have," 
no wrongdoing was committed, the court 
found. Only in instances where an insider 
bought or sold shares in a private, face-to-face 
transaction might -- and the court stressed 
might -- he have to disclose material infor-
mation. By buying Cliff Mining stock on the 
open market, Mr. Agassiz merely had exer-
cised a perk of being an insider (Mr Agassiz 
had inside information that a mine which had 
been regarded as exhausted, still contained 
plenty of copper).   
 
1933: Regulations of securities trading 
Before the Wall Street Crash of 1929, there 
was little regulation of securities in the United 
States at the federal level. But scams like 
those described above flourished, and to 
maintain the confidence of the stock markets, 
regulations were brought to bear. One mile-
stone was the US Securities Act passed by 
Congress in 1933, which required among 
other things that the company disclosed all 
relevant information to the market, prior to 
any share issue or listing.  The following year, 
Congress passed the Securities Exchange Act 
1934, to regulate the secondary market 
(general-public) trading of securities, i.e the 
stock exchanges and their listed companies. 
At this point insider trading was still not an 
issue, as the Goodwin v. Agassiz case above 
shows. 
Interestingly enough, these US acts are still in 
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place, but of course have been extensively 
amended over the years.  
 
1961; the first insider trading case prose-
cuted in the US 
Even though a large degree of regulation was 
in place for the listed companies after second 
world war, trading on inside information was 
not clamped down on before SEC prosecuted 
its first case in 1961. A company employee 
had tipped his broker that the firm would be 
cutting its dividend. Before the company had 
released this information, the broker sold the 
stock for his wife and clients. He was fined 
$3,000 by SEC and suspended for 20 days 
from the New York Stock Exchange. Howev-
er, as the story goes, the case was good for 
business. Clients looking for a broker with an 
edge lined up to hire him for their trading.  
Today trading on inside information is of 
course heavily fined in the US, and offenders 
may be locked up for years if they are caught. 
 
Securities regulation in Norway 
Norway had no regulations against insider 
trading before the first real Norwegian Securi-
ties Trading Act was adopted in 1985. The 
background for this law was the deregulation  
the Norwegian capital markets in early 1980 
(“jappetiden”). With growing capital markets 
opportunities for personal enrichment through 
economic crime rose dramatically. Finanstil-
synet (previously named Kredittilsynet) 
began in the late 1980s to increase 
monitoring of securities trading in ear-
nest, following several cases of possi-
ble insider trading. The Securities Trad-
ing Act has been replaced in later years, 
and the current Securities Trading Act 
of 2007 will probably be replaced with 
a new one next year.  
 
The problem of prosecuting insider 
trading. And the CEO who did not 
read his mail 
The first cases of insider trading that 
were prosecuted in Norway in the late 
1980s and early 1990s did not succeed, 
often due to lack of evidence. It is very 
difficult to prove such cases, it is one 
person's word against another's. The 
following case from 1987 illustrates 
this point: 
The CEO of Kvaerner Industrier was 
also a deputy board member of Saga 
Petroleum AS. He bought 6100 shares 
in the oil company in April 1987. Just a 

few days earlier he had received 
the agenda for an upcoming 
board meeting of Saga, where it 
emerged that the company 
would increase the quota of 
shares available for foreign in-
vestors. Which clearly was ad-
vantageous for the share price. A 
few months after the board meet-
ing he sold the shares with a 
considerable profit. He later 
claimed that he had not read 
those board papers. Kredit-
tilsynet made the case that he 
had bought shares in Saga on the 
basis of confidential company 
information, and investigation 
pursued. But the case was dis-
missed by the prosecutors be-
cause it could not be proved 
legally that he had read his mail. 
During the 1990s, only three inside cases 
were brought to court in Norway. The first 
verdict for insider trading came in 1995 and 
was for a long time the only one. 
 
Oslo Børs, an exchange for insiders? 
Oslo Stock Exchange was at this time criti-
cized for being an insider’s exchange, where 
insider trading threatened to undermine the 
confidence which is so crucial for the mar-
kets. Starting in 2000 Oslo Stock Exchange 

therefore introduced new monitoring systems 
of the trading. In addition Norwegian authori-
ties struck down to a much greater degree on 
inside information. The reputation Oslo Stock 
Exchange had as a stock exchange for insiders 
therefore seems to be a thing of the past. 
In this story about inside information also the 
Norwegian oil sector plays a part. Information 
about the results of exploration drilling is as 
we all know particularly sensitive infor-
mation. 
 

Information handling of Norwe-
gian exploration drilling – letter of 
1973 
After the rise of Norway as an oil 
producing country, for many decades 
Oljedirektoratet (NPD) was in charge 
of releasing results of exploration 
drilling.  
The background for the policy was 
that a foreign oil company in 1973 
had published a press release shortly 
after a significant discovery on the 
Norwegian sector, while the political 
leadership was not informed. The 
political authorities worried that such 
releases would set the terms for fu-
ture developments and landing op-
tions if this was set out in the press 
release, and that way effectively 
overrule the political process. As we 
all know, regional development is a 
top priority for all Norwegian politi-
cians. The political authorities want-
ed therefore to clear in advance all 
press releases oil companies were 
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making for exploration drilling. 
 
2005; smaller oil companies get a license to 
drill 
Fast forward to 2005; when also smaller oil 
companies were allowed to get exploration 
licenses on the Norwegian sector. This meant 
that a number of smaller E &P companies was 
listed on the Oslo Stock Exchange, in order to 
raise capital. When these companies got in-
volved in exploration drilling, it became im-
portant to deal with this sensitive information 
in a timely way to investors and the Oslo 
Stock Exchange. The NPD practice from 1973 
meant that up to several days could pass by 
before any inside information about drilling 
results was released to the market. This 
opened opportunities for employees of E&P 
or oil service companies to trade based on 
inside information (for instance the drilling 
crews could see what took place on the rigs). 

In some cases, the share price of 
smaller oil companies conspicu-
ously rose in the hours before a 
stock exchange release was 
made. 
In 2009, Oslo Stock Exchange 
and NPD agreed to discontinue 
the practice of NPD controlling 
the releases from the E&P com-
panies. (The oil company Revus 
played an important part of this 
work). Oil companies were then 
set on an equal footing with the 
other listed companies with 
regards to inside information, 
where the general rule has al-
ways been that inside infor-
mation should be released as 
soon as possible. 
Norsk Olje og Gass (NOROG) 
also followed up with recom-

mended guidelines on how oil companies 
should handle inside information in connec-
tion with exploration drilling (no 139 - Anbe-
falte retningslinjer for håndtering av inn-
sideinformasjon). 
 
Impact on operators and oil service compa-
nies 
An interesting point is also that several of the 
major oil companies in the NOROG panel that 
developed the 139 guidelines, initially be-
lieved that this guideline might not have any 
major consequences for them. Either because 
the result from one exploration well would 
have insignificant impact on an oil ma-
jor/operator having a multitude of wells, or 
that the operator was not listed. While the 
result of an exploration well may be "make or 
break” for the much smaller E&P company. In 
working with the NOROG guidelines, howev-
er, the oil majors – listed or not – realized they 

could be held responsible if any of the compa-
ny’s/operators’ employees leaked and/or trad-
ed based on inside information. This would 
also apply to any oil service company in-
volved in exploration drilling. 
 
Summed up 
The listed companies’ requirements that inside 
information as a main rule should be released 
immediately to the market, is crucial for the 
confidence of the investors. Releasing such 
information immediately, means that ideally 
there is no inside information available that 
Gordon Gekko and his likes could make use 
of. To the extent inside information is still 
present (due to certain specified exemptions 
from the main rule), it is of course illegal to 
act on this information and can lead to prose-
cution and fines.  
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