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Panzirer v. Wolf

The Wall ) 10390 1ndya NnoIvNnIY NANd YY NN DY NONNON

SPNYN N 9INY NPIIVONRM N1aNN v 210N Nasn MTIN (Street Journal
NN IODOY DYV MNYT NIAND NNDID NN NI MY NP T P9
MNMT DR 02N DRI XD D INTIN NYIND .NIAND NPANT S0 XY
NN RD 172NN NIY XNWN AN KINON D NYIND MyL [, NINT 0Y .N72NN
NN DY NIPN XD NNYY N TN 2PN ORNMY NPIOY 17NN NN
AN NOY DD DOPNY YT ORNMYN DIV DY NMINNDNA T 199) MNPIN
NMIWN INA DY NOPY MOINNDN 2T ¥ ,NUYND ¥ap) MyLN NX Hap VaVNN N1
NIDON D DI VIVNN NI .TIY M NPNIN PH2 NYIAN NDY NTHYN DVD
NN ONNXY NI ONDON WPN I3 PON INNNY ,MINNODNN NYIIT DY
PN DNY D) PLYIYI XNNYN INNND WAV 1IN DMND NYINN MIVON
NNN PV OONN DIIINL INPHRY YN DD DY DY YNNIV T2 »T, 729D
172NN DY XNVN INND DY DNNYI NYYI TUX T MDA DY DXNNTHRN VNI IN
DTN .DYIAN DY YAIND DXPNYY MONNDNN NYIMIT X OMPY T, Nyamn
Dy DDANN2 NVONN NN DAPY NIAND XINDN DY MPY> THNDN XY YNNIV
YPIPN NN VINWY YT NNYOYI NI PR ,DMINNNI DI M) 1IDNY YN

: VIAYNN N DY MWL INYIAND NNNN

»The function of requiring the plaintiff to show reliance in a
10b-5 action is to permit only those injured by fraud to sue.
If plaintiff can link her injury to defendant's fraud by
showing the fraud was a "substantial” or "significant
contributing cause”, plaintiff has shown sufficient reliance
to support her 10b-5 claim... Where the plaintiff acts upon

663 F.2d 365 (2 Cir. 1981) **
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information from those working in or reporting on the
securities markets, and where that information is circulated
after a material misrepresentation or omission, plaintiff has
stated a sufficient claim of reliance on the misrepresentation
or omission... the fact that plaintiff must trace her reliance
on defendant's alleged fraud through the reactions of third

parties does not vitiate her claim under 10b-5.»
Y1NNa NN - Y NN 3

SN LYAMN TN NDN-INA NNYP MYLIN NHIND DN OMIPNY POMDI N3 1IN
919> NY Y2IN ,¥a0N TIT2 DTHN 9T NN IMTD PT 9-DY PNV VIS N
NDY DNNND NNVP MONNDNN MINY DTN DY THNON XD D NIOND

M nvo

NYPY TNXY NPX9DN YTNN THHIN NN DI 3 NYAP JNI-HI120IVY NVAWN
Zormpeon monnon N vt

SV YYD LAVYNN M DY NWNN WT-POI DY NINDI NVNYN DV NNYIP
wany mpn ymna F Affiliated Ute Citizens v. United States yya 217N
NIV 1ONN NPOY NIWI NPIND MTIN NPN YN DXVIND MYIDN OOYIANN
1,0V, TNINN DY 1DNNON D NN OVIPA WPN) DYIND LOXTTNN P2
27NN NN PIPDY TYNRD D PO LAVYNN NP2 .NYYNIA KDY I THNI INVIAND
2Y YIINN THNDN 7290 NPIN NNP LYIND SMNN VID ND) NI NRVIANIN

: VAYNN NP2 HY MY .MDNNDN NYIIND WHN WITTO DIPN PRI DTNNN

...»Under the circumstances of this case, involving

N9-)72070Y NOMWN YW N>T POAY 30 NPD 04999 %
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primarily a failure to disclose positive proof of reliance is
not a prerequisite to recovery. All that is necessary is that
the facts withheld be material in the sense that a reasonable
investor might have considered them important in the
making of this decision ... This obligation to disclose and
this withholding of a material fact establish the requisite

element of ®causation in fact”

NYPD NNT DY ,7IN0D NPNI NAND DD Yanm NVIYN NPIN MPN T PN
N0 MDITN YANN YN 12 DIPN ,NPNIND MIYIIN YAIND NN N NN
2NN VIO NP

PIVYN DY 9NN - FWIOY MIN 4

DY0I9N YY MONPNON NNDIND NWIITA NI SVIPN DY MTTHINNND NSO TIT
NVPMON” DY NODIN NN .PIVN DY THININD NN NN DOYVNIN
YNDNN YTININ DI NN TIVN I DY VNN GPYNI D08 Piva ,idad DN Pwn
,DOYON DXV Y9197 YN ,NPMMONN %99 1M ¥1 Y93 ,PIvD PMTIN WD
DN IMPYT NN TIYN ) PNN DY XIN D) Y9I ,0”MNN DXV IONN N
NIND ORI WPWYN O ,NDANN NTNW MNNONN D02 OTNNRND INYD
YT YN L NOND YN NI LTIV M DY 1NN YIAP) 10D HYY YDHRNY
2 NN NMN DMIX 29D OIN TIVD 2 THININ OV VYN NIDXNM NTNA
S¥) )1NN DY THNDNA PN NN WIIN WPWN TIVN ) DY 11NN DY NYaVn

406 U.S. 128 (1972) 7

.153-154 pya 0w

) YPANI DYRHN YT PPN DXNNA 795N PIYD IMSN” S MNWN MNRODN Sy Z

HINT NWN 10202 MDY 255 ,(1996) TIWN TN NN PIY PN 12 10 IR TN

Eugene F. Fama Efficient Capital Markets 11 46 J. Fin. 1575 (1991); Eugene F. Fama

“Efficient Capital Markets: A Review of Theory and Empirical Work” 25 J. Fin. 383

(1970); Christopher Paul Saari ”The Efficient Capital Market Hypothesis Economic
Theory and the Regulation of the Securities Industry” 29 Stan. L. Rev. 1031 (1977)
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NNV XN IRSIND NNT GPYN N PRY DYY NN 7172 ¥ap) PnnnY 1o
,ONINN DUYN IR RNV NN DY INDIYIL NUYNY THNDN 1NN NUYN IN
9%) HY YPNN DY MONNONN : INN PYD N N 19IND PNNN NPV NNV
NN DY NPYN MONNONN HY NMIPHNI NI PNV IR NI Gpwnd TIvn

22090 Nwyn N XNWN

277INA YYD VaWNN M2 YR 'Basic Incorporated v. Levinson yya
12 OPH ,MONNDNN TIDY NN NDIND TNXN NN TI2 HVI T PNNON YN
NN TPNIAN NPPTN DY ONPIVN IR DO DIV ¥II) TIVD ) 7D NN
290 YWIPN NRD ,TNIN NDYI MIYIAN 9N MIPONN NN NN DY Vo

110N NOYNN DR DD VIVYNN N .MINNDNN NNIINA THON

"An investor who buys or sells stock at the price set by the
market does so in reliance on the integrity of that price.
Because most publicly available information is reflected in
market price, an investor's reliance on any public material

misrepresentation, therefore, may be presumed:*

PMOOUM T MMM TPHRINN PAY PIPNNONNY TPHRINN P MHNIAND DY
JYIDING )W T TRIDNN THY MONNDNN NWT PRYD

- 5WNY N 27NN NDNY N0 NNMP 7PN 9Y PHINTH NuNa *°

B. Black "Fraud on the Market: a Criticism of Dispensing with Reliance Requirements
in Certain Open Market Transactions” 62 N.C.L. Rev. (1984) 435; N. L.
Georgakopoulos “Frauds, Markets, and Fraud-on-the-Market: The Tortured Transition
of Justifiable Reliance from Deceit to Securities Fraud” 49 U. Miami L. Rev. (1995)
671; L. B. Lockwood “The Fraud-on-the-Market Theory: a Contrarian View” 38
Emory L.J. (1989) 1269; Jonathan R. Macey, Geoffrey P. Miller “The Fraud-on-the-
Market Theory Revisited” 77 Va. L. Rev. (1991) 1001; D. J. Schulte “The Fraud on the
Market Theory: Efficient Markets and the Defenses to an Implied 10b-5 Action” 70
lowa L. Rev. (1985) 975.

485 U.S. 224 (1988) *
247 mya 0w ¥
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DXON NNDNA IRNN HY NOODIN NPNNDNM NN NPHRINDY
NN 9N (ONNIN) RNYN AN NP : (P09 INDN) DITIN NV P2
NN DY THNDY IXNNY IIMD INL(MNINN) NN DN 8NN
1D 92T NNY IR NOIDN DDV YNID 1D DNV AT NNYUND
PV NNONI IXNN DY NOODXIN TIY MM NINN INNDIY
TDXY ANNN NN 79N ORNIN) XNWN AN XY 0NN INDN)
AND DY THND? IPON MNAYY MND TN NN YD 7972 NINY
D0 DTN NN PNAND 2NN N3 NV P DY DY NNWN
DOWPYNRNND PON PIY MIND [ TIYUNT .DPHRIND M0 NY Pa
5552 NN , 012 79 YN NPN NNINND ,XNYN AN DY D¥50N0N
YPNN NN YDIPN PINNND MPNN DY TN DWPWNN NN
DOWOPYNI YN ,TIVN MM NN DINN XNYN INN 7w
ST252 PHN YD GPYNn Piva Hapnnvy  Phnny  DXNMINN
NPV PV DY INHNN NN MIPHN DY MONNONN : NOPNHNI

2. 08y NNWN 38D YY PNNONN MINNONY

NN YOND J19-)I2070Y NVNVWN NV ,VIIMT PIYA NPT PO
:PPIYN DY TNRINIT NONINON

,D2IN ONIWI DWMY NNOY DIV PIVN DY TININD NN
NI NDIN MDY NP T MPNNNA DIVIN 270 PIND NIND
oY NNN2INA 290 SWIPN YY) PN P INDNI MDDV
NI9NN MIYAR NX NIPYY ¥ TV ) NYIDT NYa MONNONN
2H0vHowip oy mMTTHINNND NINK DT NI T 1§ PN

7T OTINNN VYN VPIY NTNY ,NIADDNT ,JNI-XIADIVY NLVNIVYN NINNND TO2

:PYN

627,591 (L7IWN) 5 BXVAWM YDOXNT XY DIDIND : TIY M2 7PYNDNINY PRINY N 13 >
19-3720710W NV YW NI T-PDAY 31 NP 043999 **
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MNYY VY32 PHIN HY DINND N2 NPNX NIYINY NPON...”
AN YY MONNDNN MYNY Hva rmyrn owonmna Spnnd
,NY DIDNND MPYY MAVAN 71T DD wand v ,0VAINN NP

mwyo 05770 NNX 80 Fraud On the Market -n ny» 0PN
i Ny

NYAP . NPTSI NN JND-)IA0IVY NVMNMVN DY NNYT Y NI N PIYa D)
NN YNINT YT N2 W LTIV I DIV IR NNDIN PPIvn DY 7NN NY)
AN N2 YOVIN VIDY .IWN NPNYY MPY YN YONDN DN NIYN ORYIN
N2 DY MNI LPIYN IR MNIDHN 0N NIVNN IRV NMIIND DX WNIND
YPNNY TOY DI NN STNN NN .TIY MM T HY DY MITHIWY MN)
INTPY NN NN ¥ TI2 DIPY YN KDY )12 YT IDPY TV M)

D T N DIV DV MUY

NI9N P2 WATID YVAVND INADN VDN 122I¥a MMV MY T
WO P 10

YVAVN SNDD WP DV INVP NIDIND DIWPYNN DXAMN 1IN MY 1N DY
71 NN MPT IWPNA NN DN DAY PN P1AY NHINN YW PTN 1NN Pa
TINGD NIWN NN T NIORY . WOIN PN PIAD PTN NN P2 WITIN IWpPn O
NN NN YITIN IWPN 2P0 NITHINY DIWND ,NPNNM MYIAN DY Y0PI90 19010

(DD DIV) /AN 2793 DINNIYY NN DINVYN 73 Y9943 67/94 /0N (D-Y) 15/94 N1 >°
AWPNI T N0 TIZIN VAW 1T (27.6.99) (2000) T9¥ M%) NINY /3 POIP 3654/97 N1ya >

LosSS namn NN Y0 TIZNINR VNVYN INIPY 2955 DPXN I YT-DY NYNIAY NN NION DY
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192NN PP NN AN NI WPYNRN DY NOVIND NNINN NNI

MYAN2 SVOYNN PNDDN IWYPN NOND PYTY INTI XD NIONIWN NPl
TONPIIND NPPD9 ,NNT NNWD .PMYN J9INI NPNDY MIAN T NPNS»
NMY MY NZIN N XYND TIRPIIND NP0 JPY .N12T DY N3 XY NPT

STIY YO 9D NPNN MYIND YVOWNT YNDN WP NYNYA

1212702 ORPIIIND VIVNI NT PIY WAPIV NNV MDD NN PIN NIT 7792
DNYTO I 1N0A HXIYIA DY MR NNIN DY NN PN P9 OV

(Direct Causation Approach) 9>wn qvwpn nws) .1

19IND NN NYANIN NI2AND DY PTN NI T NYIND 21N YINN N DY) 29D
NN NYPN XN YINN DY DOIIN INDINN DOI T DY PP P

N9 NYN IPY DIYIPRD 987 AR MINA )T DY) NNYMY 27NN NPYOON
DN OND PITAD HIN-DY NINRTY YN PN 0D TY) NYANIN NI2NN DY PTN
INNHDN DTN NN DY TIVN MM OHYIAD DY PY DININKR DD
NI ,TON DA LPIINN I DY 18D PVIVNT SNDON PN ,DXOD DN
SV PTN NN P2 DY WP NIDIND YIINNND IWIT N DY INYOY LAVNN
PROYA PTN PO ,OWND D .NNANN DY TIVD M) NN NYNN PAD NHIND
Koger mmama xn w nwis Sw ny Robbins v. Koger Properties

MAPYA IND ,DHTINT NNNSN Yy 1990 10PN wTINa Ny Hinw Properties
NOOYN MIAPYI .N9W DINRNN DNN NITA NIINN NYNIIY NPRNIYN NPV
2NN DY TIVN T YV NN, MAPY NRIY TITXATN NNNOT MYV
DRIPIHN DXNN AT DY DX 1D NYV ,NIAND T TNY NYIANI ,0OYINN

.(19>7 poaY 21 Npos) N Twpna Causation
116 F.3d 1441 (11th Cir. 1997).
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D5 H9D) YNANND NN NN NNNNND DNRNNNY N PPN D) N
DOYAIND IWIT IO NNNNN DY XoWND L1989 D11 925 (D°DPpN NINNAYN
NN D20V 1989 XLV WTIND 192NN DY NN WY DOWPWNN YD NN NMINSD
.1990 12I0OPIN YTINA MYVLN DIDID DY N2INN TIY NTI2 NV YT NAY PN

NYN ONON PN NYWAIT 2O yap 11 -0 INNN DY DNYIYD LIVYNN N*A
PHNN NPV TO2 NN L,0OUNN N HY INYLY ,NDON .NT NIPHNI NPDPPNN
mMyvn NN P2 PI NYY TIPDTN NNNON DY AN Pa [ INNN NN
NYRIY XIND HVIN DLV OWANNN DY ,LIVYNN N2 DY MYIL . TORNIVNN

PN NI9N DY IRNIN NN PNNA DTN D INNIPY MPY

"evidence that [the] price inflation was removed from the

market price of KPI stock."*
™MD NONNNY POY L IOUNT DN NIV ONIMT YIND YY NDYPN N DY)
NI9N2 NI2NN DY TIYN MM YPNN N NN MIWIPN MDY NPT LIVNIN
NNAN NYNT ,ODD 7772 ,1NNOIN . MVIVI PR NINOY MINDIN .AIYNIaY TN
DNV DOYIAMN DONIAN ,22)I12 NNRN IWPN DX NNPY 19305 INMIN
TN IN NDAT0N T DT YDIND NNYL NX NNOY NN Y 0nyvn o»ooho
YIIND TV (TPNNMD NYIAND NMYOIRD 2OVW) 1YY SNTPNN 2DV P R¥MN
NI TIY N PIVY INKRD . OOWIATN TN N WP PINN DY NIYLY NwN
1M LT 192N DY YN N DOVNINND D27 DIVIPNY INRNDIY NPT v
DY WAYNY QDN NP IR NXINND NPDN ,NNN DIV DY DWIWNN DIV
.M XN NIANN DY TIVD MM YPNNA DTN

SORIWIT VAWNI T W NNHIND RY NN NON DMNIYOLN

.1448 mya 0w *®
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(Foreseeability Approach) msasn nwn .2

N DY) Y YINN OT-DY NNDIND AN NOP 19971 ,7N1 DY) MY RO N DY)
DXINY NIV DIPIIN IR MAXY TN 7PN A0 DTN OX NN y2InNn DY
(P12 NI9NN P2 PYW WP NIOIND TNN PN TN)

-5y 18w Nrn v vw 7 ¥In re Blech Securities Litigation nwasa
TN I PIA DY DPINN Y9N NN 21N VAWHN A .DPIN Y9I >
1NN OWUYN HY MY MNSIN T 1IN DPTI NPAT,MENNN NN HY

S5mno oTx My »n “*Marbury Management, Inc. v. Kohn nwaaa

aywws .Marbury Management n7and iy M) 70m Pv Sya opon
oY MONNDN TN ,MPNN NN POINNY DWIND 1DOWNN TP TIvD M)
MIND DML DXPONN DN NN 21N VAYNN N2 .OPOXNN YN DY PMINY

NN DY TIVN NTPY DINN PN RO NINY

£ YR PTN PO 1N NYT

“differentiating transaction causation from loss causation
can be a helpful analytical procedure only so long as it does
not become a new rule effectively limiting recovery for
fraudulently induced securities transactions to instances of
fraudulent representations about the value characteristics of
the securities dealt in. So concise a theory of liability for
fraud would be too accommodative of many common types

of fraud, such as the misrepresentation of a collateral fact

961 F. Supp. 569 (S.D.N.Y. 1997).
629 F.2d 705 (2d Cir. 1980).
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that induces a transaction”.*

nn>y Marbury Management, Inc. v. Kohn nwioa nyasn nw) ow»
VAW D WINTAY MINT .DYPONN DN YW NINN NI9N 1P Pa DYIIND NN
NYIS2 .INMY NPLOAYND MNSIND MDD 7PN IMN DY MDY M) DY
oM 0NN NYTa Dpon vawn Marbury Management, Inc. v. Kohn

:IYANT NN MNTY YWY 920 1991 7PYON awpr’n nuna

“if false statements are made in connection with the sale of
corporate stock, losses due to a subsequent decline of the
market, or insolvency of the corporation, brought about by
business conditions or other factors in no way related to the
representations, will not afford any basis for recovery. It is
only where the fact misstated was of a nature calculated to

bring about such a result that damages for it can be
recovered”.*?

,TPUNT LDMIYL 9010 TOY LPYOIN VPN DY DY NOYTY NPAND NN ONYTY
NYNYA NYIONN 12971,7IPNN MDXI DY dDOVPMIN JND NNHYMND NPINT NY)
(MAXY 2D DTN PN N NN) NDVNIN NYIDN NI PVIVNIN YNVON IWPN
DN DY (995 TITA MIMD) NYT NNN DY NAYTY NXDVNI NYIDN ,NYVD
MH2N NIVN IRV YNIND YTII ¥ NPIANN NN NNV D39O0 DINNNN
LSOUW0W LTIV M) PN DY IMOOND INY DDINRNN N DY P9 NN
NWN NN - TIY MM OPTI QDN WD TIY NIdVIN YIIND MONN NOPNN
SV TN MM DOWPWNN NDN - DOIPNRND DPINID NI9NN PR NN

710 mya ,ow
718 mya ,ow ¥
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MY MNMINA NDXN PNAX DIDNAD PYWIN NNPNA ,NIWN I NAVD .NI1AND

DYMIYIND NDY N DOPOIWY NN N2 MI9NNY oY 2D DdXvw1a) NN PIv Hv

DXWIPYNN NN - DPININD DN MPY> DNYP DN DYIVNY 0199
YN pva

1122010 MNVIND NYI)

PN NYIN DNDIND INY NYP TN NPAST NN DNNDN N DY)
NOVW YN 019 7PNV NDDNY NIN T WD DNDIND NN PN
.DWPYND P3) 0 PIMIPYIY DWIND N9

NYI91 27NN DINYIYD SWAVN DN YT-DY APV NNV T DY)
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"where investors are falsely told that an investment is not risky
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and the risk instead develops, loss causation is satisfied.
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"plaintiffs are not required to meet a strict test of direct

causation under Rule 10b-5; they need only show "some
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causal nexus.
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"jury could reasonably find that CDC's improper

accounting artificially altered the price of CDC stock in a
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variety of ways.
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