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SHADOW TRADING THEORY AND CONGRESS

In 2024, a jury found a corporate insider liable under a new theory pursued by the SEC:
“shadow trading,” in which an insider acts on material nonpublic information learmed at
the insider’s workplace to make a trade in an “economically linked” company — that is to
say, one in the same or a similar industry. While this case, SEC v. Panuwat, signals a
significant expansion of what conduct might be termed ‘insider trading,” it raises
questions about what may happen to those in the United States who are most likely to
possess industry-moving MNPI: the members of the U.S. Congress. This article details
the extension of insider trading law that Panuwat represents, contrasting it to the
stagnation that has marked attempts to expand accountability for U.S. lawmakers who
trade on inside information. Finally, this article explores the methods some retail investors
have devised to track and copy Congressional trades by harvesting public data, and how
Panuwat’s shadow-trading theory could be applied to public officials in the future.
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How many investors can see returns of over 700 percent
over 10 years without raising the eyebrows of the
Securities and Exchange Commission or federal
prosecutors?

About 535 — the members of the U.S. Congress.
While 86 percent of U.S. voters believe that
Congresspeople and their immediate families should not
be able to trade stocks in individual companies,! news

1 U. Md. Program for Public Consultation, Ban on Stock Trading
for Members of Congress Favored by Overwhelming Bipartisan
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headlines continuously spotlight the huge gains made in
the portfolios of Representatives and Senators across
party lines. From former Speaker of the House Nancy
Pelosi’s millions of dollars in trades in chipmaker
Nvidia? to Senate Health, Education, Labor, and

footnote continued from previous column...

Majority, Jul. 13, 2023, https://publicconsultation.org/united-
states/stock-trading-by-members-of-congress/.

2 Niloy Chakrabarti, Nancy Pelosi Discloses Buying 10,000
Nvidia Shares After Bipartisan Senators Introduce Bill to
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