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Wealthy Executives Make Millions Trading Competitors’ Stock

With Remarkable Timing

by Robert Faturechi and Ellis Simani

March 16, 5 a.m. EDT

Never-before-seen IRS records show that CEOs are sometimes making

multimillion-dollar bets on the stocks of direct competitors and partners —

and doing so with exquisite timing.
On Feb. 21, 2018, August Troendle, an Ohio billionaire, made a remarkably well-timed stock trade. He sold $1.1 million
worth of shares of Syneos Health the day before a management shake-up caused the company’s stock to plunge 16%. It was
the largest one-day drop that year for Syneos’ share price.
The company was one Troendle knew well. He is the CEO of Medpace, one of Syneos’ chief competitors in a niche industry.
Both Syneos and Medpace handle clinical trials for biopharma companies, and that year they had jointly launched a trade
association for companies in the field.
The day after selling the Syneos shares in February 2018, Troendle bought again — at least $3.9 million worth. The value of
his Syneos stake then rose 75% in the year that followed.
In February 2019, Troendle sold much of that position, netting $2.3 million in profit. Two days later, Syneos disclosed that
the Securities and Exchange Commission was investigating its accounting practices. The news sent the company’s shares
tumbling. Troendle’s sale avoided a 25% loss, the stock’s largest decline in such a short period during either that or the
previous year. (Troendle declined to comment.)
The Medpace executive is among dozens of top executives who have traded shares of either competitors or other companies
with close connections to their own. A Gulf of Mexico oil executive invested in one partner company the day before it
announced good news about some of its wells. A paper-industry executive made a 37% return in less than a week by buying
shares of a competitor just before it was acquired by another company. And a toy magnate traded hundreds of millions of
dollars in stock and options of his main rival, conducting transactions on at least 295 days. He made an 11% return over a
recent five-year period, even as the rival’s shares fell by 57%.
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August Troendle via the Medpace website

These transactions are captured in a vast IRS dataset of stock trades made by the country’s wealthiest people, part of a
trove of tax data leaked to ProPublica. ProPublica analyzed millions of those trades, isolated those by corporate executives
trading in companies related to their own, then identified transactions that were anomalous — either because of the size of
the bets or because individuals were trading a particular stock for the first time or using high-risk, high-return options for
the first time.

The records give no indication as to why executives made particular trades or what information they possessed; they may
have simply been relying on years of broad industry knowledge to make astute bets at fortuitous moments. Still, the
records show many instances where the executives bought and sold with exquisite timing.

Such trading records have never been publicly available. Even the SEC itself doesn’t have such a comprehensive database.
The records provide an unprecedented glimpse into how the titans of American industry make themselves even wealthier
in the stock market.

U.S. securities law bars “insider trading” — buying or selling stocks based on access to nonpublic information not available
to other investors — under certain circumstances. Historically, insider trading prosecutions and SEC enforcement have
both focused on corporate employees, and those close to them, trading in the stock of their own companies.

But executives at companies can also have extensive access to nonpublic information about rivals, partners or vendors
through their business. Buying or selling stock based on that knowledge can run afoul of insider-trading law, according to
experts. ProPublica described multiple trades, without mentioning names, to Robert Zink, a former chief of the Justice
Department’s criminal fraud section, who responded that if he were still at the Justice Department, “of course we would
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look at it.” He added that the key to ProPublica’s findings is “the trading doesn’t appear to be a one- or two-time thing. It’s
happening a lot.”

Harvey Pitt, former chair of the SEC, said it was unwise for corporate officials to bet on the fortunes of competing
companies.

“Executives should not be trading in the stocks of their competitors,” Pitt said. “Why go looking for trouble? It’s perfectly
possible to invest in the stock market without investing in companies you have actual nonpublic information about or that
you might be argued to have nonpublic information about.”

There’s at least one sign that the SEC has gotten interested in this sort of trading. In 2021, the agency brought an insider-
trading case against an executive at a biopharmaceutical company who learned his own company was about to get
acquired, then bought options in a competitor, whose share price also rose on the news. (The case is still pending; the
defendant has denied improper conduct.) It’s not clear if that action is a harbinger of increased enforcement by the SEC,
which declined to comment about its enforcement priorities.

Insider trading is a simple concept and simultaneously difficult to prove, because it hinges on blurry definitions and court
rulings that have favored defendants and weakened enforcement. Matters are even murkier when it comes to executives
buying and selling shares of rivals and partners. This can be perfectly legal.

But even when legal, such trades can allow executives to win when their companies lose, according to securities experts.
Executives are often handsomely compensated with their own company’s stock, which gives them a direct reward for
maximizing profits and raising their company’s stock price. Owning shares of competitors' stock potentially gives them a
reason to root for their rivals to succeed, said Alan Jagolinzer, a professor of financial accounting at the University of
Cambridge’s business school.

And by making millions through trading on nonpublic information, executives could contribute to the perception that the
stock market is rigged to benefit the privileged. Well-placed executives enjoy access to information within their industry
that isn’t available to ordinary investors. The perception that industry insiders use that knowledge for personal gain could
undermine the public’s confidence that the markets are fair.

In the wake of the stock market crash of 1929, Americans learned that wealthy corporate executives had taken advantage of
their positions to reap profits on their personal investments. In response, Congress created the SEC and passed reforms
aimed at leveling the playing field for investors. Those reforms required top executives of public companies, who swim in
an ocean of nonpublic information, to disclose any trades they make in their own company’s stock.

This disclosure requirement, however, has never applied to trades that executives make in shares of partner companies and
competitors. Congress also didn’t explicitly ban, or even define, insider trading. Instead, it generally outlawed securities
fraud, and left it to regulators and judges to hash out the specifics.

Still, the basic concept of insider trading is well-established. Any employee (or contractor who works for them, such as
lawyers or investment bankers) who knows about, say, a coming announcement of a bad quarter, a new blockbuster
product or an upcoming takeover is generally prohibited from buying or selling shares in that company.

To bring a case, federal authorities have to prove two main elements. First, they must show that the trader had what’s
known as “material nonpublic information”: a significant fact, not yet publicly known, that would affect the company’s
share price. And second, that the employee who traded on that information, or provided the tip to the person who did, had
a duty not to disclose it or use it for personal benefit.

These elements can be hard to pin down. The CEO of a public company can argue their well-timed trade of a competitor’s
shares was informed by a deep knowledge of the industry, not a nonpublic tip. The owner of a private firm may argue that
they can use nonpublic information from their own company to trade the stock of competitors because they have no duty
not to use the information for personal benefit.

Many employers add their own restrictions. Law firms and investment managers often require employees to clear any
securities trades ahead of time. Some companies have policies that forbid trading while in possession of nonpublic
information about competitors, clients or partners. Medpace, the publicly traded company that Troendle has led while
profiting from trades in several competitors, acknowledges the likelihood that employees will learn nonpublic information
about firms other than their own and warns that employees “who obtain material non-public information about another
company in the course of their duties are prohibited from trading in the stock or securities of the other company.”

No other executives in ProPublica’s database appear to have traded in shares of rival companies on the scale that Isaac
Larian did. The CEO of MGA Entertainment, whose Bratz fashion dolls competed with Mattel’s Barbie dolls, Larian traded
hundreds of millions of dollars worth of his rival’s securities between 2005 and 2019. (Records show Larian also traded,
often profitably, in shares of Hasbro, another close competitor.)

Over a recent five-year span, Larian earned about $28 million in profit on Mattel trades. That equates to an 11% return on
his investment, which sounds like a modest outcome until you consider that Mattel’s stock crashed by 57% during the same
period.
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MGA and Mattel are fierce competitors. Larian has poached Mattel employees, and he frequently lashes out at the
company on social media and cable news. He uses mocking nicknames to describe Mattel executives in public, referring to
former general counsel Bob Normile as Bob “Abnormal,” and refers to the company as the “evil empire.”

Mattel and MGA have sued and countersued each other. Larian’s rival filed suit in 2004, claiming MGA had stolen the idea
for Bratz, its first giant success. The litigation dragged on for years, with MGA ultimately claiming victory after an appeal.
And through it all, Larian was buying and selling shares of Mattel. For example, on June 5, 2008, he sold $3 million of
Mattel stock. That same day, he was in court fighting the company in the Bratz lawsuit — and he had just obtained evidence
that could hurt Mattel. He had received an anonymous letter alleging Mattel was spying on Larian and his family. It was a
potentially game-changing piece of evidence in a lawsuit in which Larian’s MGA was being accused of unsavory business
practices.

The judge ordered the letter sealed, but its existence became public later that day, when it was revealed in the press. The
next day, Mattel stock fell 2.6%. Having sold the day before, Larian avoided the loss on those shares.

By 2015, the two companies were in litigation once again. At that point, MGA was alleging that Mattel was stealing its ideas
for new toys. In April, Larian emailed Mattel’s CEO after the two met, suggesting that Mattel’s share price would rise if the
two companies came to an out-of-court agreement. “I believe the street will reward the Mattel stock positively once this is
settled and the legal fees go away,” Larian wrote in the email.

https://www.propublica.org/article/secret-irs-files-trading-competitors-stock 4/7



3/20/23, 2:35 PM Execs Make Millions via Timely Trades of Competitors’ Stock — ProPublica

But Larian never settled. And he appears to have invested millions in bets against Mattel during the month the companies
were discussing a settlement. The trades are not described as short sales in the IRS data. But when Mattel’s share price fell,
Larian’s broker reported profits, a scenario two securities experts said suggested the trades were either short trades or
stock options that Larian took out in anticipation the stock would tumble.

Larian has publicly acknowledged shorting Mattel stock. “I made a LOT more money shorting Mattel stock than they did
running a $4.5 billion toy company,” Larian boasted in one LinkedIn post in 2020. (In other instances, he has also posted
about holding a long position in Mattel. “I'm a major shareholder,” Larian said on LinkedIn in 2017.)

Larian’s trades sometimes corresponded with the rollout of new MGA products that could cut into Mattel’s market share
and thus might lower Mattel’s stock price. In the month before MGA unveiled a new line of Bratz dolls in July 2015, Larian
appears to have invested (here, too, the evidence is not conclusive) about $3 million betting against Mattel.

At other times, Larian traded Mattel stock before the company announced news, which industry experts said he may have
been in a position to learn about as CEO of a rival. Toy companies all deal with the same vendors and retail stores and
compete with each other for prime shelf space. It’s not uncommon to gain intelligence on how well a competitor is doing.
And according to interviews with eight people who have worked for him, Larian is a boss with an endless appetite for
information about his company and its competitors, constantly grilling subordinates on minutiae about the industry.

On July 26, 2017, Larian sold $1.4 million worth of Mattel shares. The next day, Mattel announced its earnings for the
previous quarter, with declining sales for Barbie and some of the toymaker’s other doll lines, including Monster High and
American Girl, all of which MGA had competed with. Mattel’s stock fell nearly 8% by the end of the next day, the beginning
of a 23% slide over the next month. Larian avoided those losses.

ProPublica described Larian’s trading history — without identifying him or the companies involved — to multiple securities
experts. They said the pattern was potentially troubling and deserved regulatory and legal scrutiny. But they also noted
numerous caveats and ways in which the law offers latitude for this sort of trading.

Generally, the experts said, these types of trades are more perilous for executives at either public companies or private
firms with investors. Executives at such companies typically have a clear duty to refrain from using company information
for their own personal benefit, according to experts.

But if an executive owns all of his company, trading ahead of his own actions, such as the announcement of a new product
line, or based on his own sales data, would likely not be legally problematic. (Larian’s tax data suggests he owns about 80%
of the company, but it’s not clear whether another person or a different Larian entity owns the rest.) “U.S. law does not
generally prohibit trading on information that you own,” said Joshua Mitts, a Columbia University law professor who has
studied insider trading laws.

However, using confidential information from outside one’s own company, such as if an executive traded after learning
something about a competitor from a retailer, experts say, could raise legal questions, as could trading after learning a
nonpublic fact that was expected to remain confidential during litigation or settlement talks. “The SEC would certainly look
at this,” Mitts said.

Pitt, the former SEC chair, echoed those concerns. “This conduct contains the seeds of some very potentially pernicious
activity,” he said. “This is very risky.”

Larian declined requests for an interview and also declined multiple requests to answer a list of detailed questions for this
article. His lawyer, Sanford Michelman, told ProPublica that any suggestion that Larian violated the law is “false and
defamatory.” He asserted that they were not aware of any evidence suggesting that Larian possessed material, nonpublic
information that Larian knew was obtained in breach of a duty. Michelman also accused ProPublica of making “false
assumptions and allegations” but did not identify any specific errors in ProPublica’s reporting.

Often executives can know even more about their business partners than they do about their competitors. ProPublica’s data
shows that some executives have bought stock in their partners with superb timing.

Gerald Boelte is the chairman and founder of LLOG Exploration, one of the largest privately owned oil production
companies in the U.S. After the Deepwater Horizon spill spewed millions of gallons of oil into the Gulf of Mexico in 2010,
some companies gave up on drilling there. But Boelte stayed, buying up new leases.

One of Boelte’s oil production partners was Stone Energy, at the time a publicly traded company; both LLOG and Stone
were based in Louisiana. In 2013, the two companies drilled a deepwater well together in the gulf. And in June 2015, they
struck oil together on a well in another part of the gulf known as Viosca Knoll.

That same summer, a separate project Stone was working on in another part of the gulf south of Louisiana, the Cardona
wells, looked to be turning into a success. In an earnings report on Aug. 5, 2015, Stone announced that the value of its
reserves had increased, along with revealing promising new details of the Cardona field. In the days that followed, Stone’s
stock surged.

That was good news for Boelte. The day before Stone’s earnings were announced, he began purchasing $527,000 in the
company’s stock. His tax data suggests it was the first and only time he bought the company’s stock during the years for
which ProPublica has data. By the time he sold the shares two months later, Boelte claimed $343,000 in profit, a 65%
return.

Aside from being Stone’s partner, there’s another reason Boelte could have received insights about how the company was
doing before the public did. After seeing positive signs in its Cardona project, Stone sold LLOG its stake in the Viosca Knoll
well the two companies had been working on together. Stone planned to use the sale proceeds to continue developing its
own projects, such as the Cardona wells. The two sides concluded the sale in October, according to company filings, but
typically such negotiations take months, an expert said. That suggests Boelte might have known about Stone shifting
resources before he bought shares.

In a detailed statement, Boelte said, “I do not and have never traded on any material, non-public information of
competitors, business partners or others.” He went on: “I did not draw any conclusion about Stone Energy’s intentions for
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other specific investments one way or another, and I had no discussions with Stone Energy regarding their intentions with
respect to other investments by Stone Energy.” His purchase of the shares, he said, was motivated by his expectation that
crude prices were about to rise; based on that, he invested in “several energy securities, including Stone Energy.”

Boelte said he quickly sold half of the Stone shares, and held on to the remainder until 2021 (which is beyond the period
covered by ProPublica’s data), and that overall he lost money on the trades. “Any implication that I was investing based
upon advance knowledge,” Boelte said, “is therefore clearly false.”

The board of Checkpoint Systems had been quietly considering its “strategic” options for more than a year. The New
Jersey-based company, which makes anti-theft tags and other inventory tracking devices for stores, was suffering as its
clients closed brick-and-mortar locations. By late 2015 and early 2016, Checkpoint’s board had made a list of potential
acquirers, and the company’s bankers began contacting them.

Talks heated up with one potential buyer, CCL Industries, and Checkpoint gave the company access to its confidential
business and financial documents. In January 2016, CCL told Checkpoint that it was going to ask its board for approval to
make the acquisition. CCL would offer $10.15 per share, a significant premium.

As this was happening, on Jan. 14, Jim Sankey, the CEO of InVue, one of Checkpoint’s competitors, bought $285,000 in
shares of the company. He was just getting started. Over the course of the next month, Sankey bought more shares, $3.2
million in all. (ProPublica’s tax records show no indication that he had traded shares of Checkpoint before.)

A month later, news broke that Checkpoint was getting acquired. Sankey made $2.3 million in profit from his investment, a
cherry on top of the $25 million he made from his own company that year.

In an interview, Sankey said that he did not know Checkpoint was going to be acquired, and that his company was not
among those approached by Checkpoint about a possible sale or partnership. Sankey said he bought shares because the
price had been falling. Years earlier, in 2007, he had overseen a roughly $150 million sale of one of his anti-theft product
lines to Checkpoint. He knew that division’s operating income at the time of the sale, and that it hadn’t lost clients since.
Based on that calculation, he believed the stock was undervalued. “I built the business,” said Sankey, who remains CEO of
privately held InVue. “And I knew they couldn't screw it up.”

Sankey said that investigators, he believes from the SEC, interviewed the two brokers he had instructed to buy Checkpoint
shares. The investigators, he said, dropped the matter after his brokers relayed his explanation for why he bought shares.
He had no proof, Sankey said, but “they took my word.”

For Barry Wish, on one occasion, losing a contract to a competitor came with a significant benefit. In the 1980s, Wish co-
founded Ocwen, a mortgage-servicing company, then helped steer the West Palm Beach, Florida-based firm for decades on
its board. Mortgage servicers essentially act as brokers between lenders and homeowners, handling billing, modifying
loans for borrowers and carrying out foreclosures.

In the years after the housing crash, Ocwen and its competitors grew rapidly, as big banks auctioned off the loans they were
administering amid costly new regulations.

One of the prize tranches — $215 billion in home mortgages from Bank of America — was won by Wish’s rival, Nationstar,
in January 2013. The day the company’s deal with Bank of America was announced, its stock shot up almost 17%, its
biggest one-day gain since the company had gone public almost a year earlier. According to reporting at the time, Wish’s
firm had been jockeying with Nationstar for the deal.

But losing wasn’t a total loss for Wish.

Less than three weeks earlier, he had bought $600,000 of Nationstar shares. The day the deal became public, Wish sold his
shares, earning himself a $157,000 profit.

In a phone call with ProPublica, Wish said he didn’t recall buying Nationstar shares. Asked if he ever traded competitors’
stock, he said, “No, not at all.” When told his tax data showed he had, Wish said, “You might see it, but I don’t have any
recollection,” before hanging up.

Steven Grossman is another executive who was fortunate enough to buy stock in a company just before it was acquired.
Grossman’s grandfather founded Southern Container Corp., a corrugated packaging and containerboard manufacturer
based on Long Island. It was one of the largest private companies of its kind, with more than half a billion dollars in annual
sales until Grossman sold it in 2008 for about $1 billion. He stayed on after the sale, remaining on the payroll of the new
owner, Rock-Tenn, until 2013.

ProPublica’s data shows that during his years in the industry, Grossman was also frequently trading the stock of companies
he competed with. He sold no company’s stock in higher volumes than that of Temple-Inland, a Texas-based corrugated
packaging firm.

Many of Grossman’s trades were well-timed, but few were as timely as his June 2011 purchases. On June 2, he bought
$223,000 of Temple-Inland shares. Then, on June 6, he bought an additional $428,000.

On the very day of Grossman’s second and larger purchase, after trading closed, another paper company announced it was
trying to acquire Temple-Inland. Executives had secretly been negotiating the takeover for weeks.

When the market opened the next day, Temple-Inland’s stock skyrocketed in what was its biggest one-day increase in more
than a decade. Grossman quickly cashed out, making a 37% return in less than a week.

In an interview, Grossman denied trading stock altogether. When told that IRS data documented his trading activity, and
asked about Temple-Inland in particular, Grossman said, “I haven’t traded stock since then.” The IRS data shows he
continued to trade. Grossman said that after he sold his company in 2008, he never worked for the buyer, Rock-Tenn. But
his tax data shows he was on Rock-Tenn’s payroll through 2013. “They paid me but never used my services,” Grossman
said. He asserted that he did not know about the acquisition talks involving Temple-Inland when he bought shares. Asked
what prompted him to buy that day, Grossman replied, “That was 10 years ago.” With that, he hung up.

Methodology
Data background and limitations
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When an investor sells stocks, bonds or other securities through a broker, the firm is generally required to issue a tax form
called a 1099-B, which details several pieces of information about the transaction, including a description of the asset sold,
the proceeds from the sale and the date the sale occurred. The brokerage provides a copy of the 1099-B both to the investor
and to the IRS. ProPublica’s universe of trades was drawn from tens of millions of these records, part of a larger set of
records that formed the basis of ProPublica’s series “The Secret IRS Files.”

ProPublica’s database does not include a complete picture of all trades made by or for investors. Investments made
through a separate legal entity like a partnership, for example, are not included. Additionally, 1099-B forms are produced
when an asset is sold, not when it is purchased. Many records, however, did list the date the securities were acquired, so
ProPublica’s reporters were often able to see a portion of an investor's purchasing activity. Securities that were purchased
but not sold until recently are not included in the data.

The dataset spans roughly two decades. Trades from more recent years generally include more information because
disclosure requirements have increased over the years. That additional detail allowed ProPublica to better determine how
successful the individuals in our data were in the stock market. For stock bought before 2011, brokers were required to
report the date it was sold and the total proceeds it generated but not the price paid.

These disclosure changes also affected how certain types of trades appear in the data. That includes short sales, in which an
investor borrows shares of a stock, sells the borrowed shares, then “closes” the transaction by buying an equal number of
shares to replace the borrowed stock at what they hope is a lower price. The IRS previously required that brokers issue a
1099-B disclosing only when someone entered into a short sale and how big the position was, but not when they closed the
short. For shorts initiated after the disclosure changes in 2011, the agency required brokers to submit information about
the short being closed, listing both the date it was closed and the overall profit, but no longer required the date the short
was entered into. By 2014, options trades were also required to be reported in more detail.

Sometimes it was straightforward to identify short sales and options — for example, a field on the 1099-B form described
them as such. However, according to experts, the forms are nonintuitive and brokers frequently fill them out incorrectly.
To determine whether the anomalous cases were indeed short sales, ProPublica presented them to experts and the subjects
themselves to ascertain the nature of those trades.

How we analyzed the records

To gauge how a stock’s price changed after an investor purchased or sold shares on a given date, ProPublica obtained a
dataset outlining the price history for stocks traded on the New York Stock Exchange, the Nasdaq or the American Stock
Exchange. We combined that data with the records of the trades documented in our IRS records. Reporters then compared
the closing price of a stock on the day a trade occurred to the closing price after a number of different intervals of trading
days (5, 10, 20, 60 or 120 days). Closing prices were used because brokers aren’t required to report the share price at the
moment the trade was made. This approach mirrors a common method used by academic researchers who study insider
trading.

By calculating a stock’s change in price after various time intervals, we could identify trades made close to significant
movements in a company’s share price. But because the prices of some securities are much more volatile than others, it was
important to determine how anomalous those swings were.

We compared the return from each individual trade to the full distribution of returns for that stock: For example, a one-day
return of 20% was compared to all other one-day returns for that stock over a certain period of time. We found several
instances in which the days executives traded in their competitors’ stock were more opportune — if not the most opportune
— over certain windows of time. One executive, for example, sold more than $1 million worth of shares in a competitor’s
stock the day before the company had its largest one-day price drop that year.

ProPublica also examined what ties, if any, individuals had to the companies they were trading, using interviews, news
reports, SEC filings, tax records, court records, social media and other avenues.
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