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Abstract 

This abstract presents a critical analysis of the insider trading laws in India, mainly regulated 

by the Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 

2015, as amended. These regulations have been established to preserve market integrity and 

ensure equitable trading practices by preventing trading on unpublished price-sensitive 

information (UPSI). The framework provides definitions of main terms including "insider" and 

"UPSI," sets disclosure rules for insiders, requires codes of conduct for listed companies and 

intermediaries, and stipulates sanctions for non-compliance. Although the regulations are a 

major step towards controlling illegal activities and building investor confidence, this overview 

will critically analyze their effectiveness, determine the current challenges in implementation 

and enforcement, and consider areas for enhancing the regulatory framework to meet the 

changing complexities of the securities market in India. The examination will take into account 

the trade-off between the prevention of insider trading and enabling legitimate business to take 

place, and the effects of these provisions on market efficiency and investor protection. 

 

Introduction 

The Significance of Insider Trading Regulations in India 

The integrity and transparency of securities markets are paramount for fostering investor 

confidence and ensuring the efficient allocation of capital 1. Insider trading, a practice that 

undermines these fundamental principles, involves trading in a company's securities based on 

Unpublished Price Sensitive Information (UPSI) that is not available to the public 3. This 

practice creates an uneven playing field, granting individuals with privileged access an unfair 

advantage over other investors 5. Such information asymmetry can erode the trust of the 

investing public, potentially leading to decreased market participation and increased volatility1. 
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Therefore, the presence of robust insider trading regulations and their effective enforcement 

are critical indicators of a mature and well-governed financial market, signaling to both 

domestic and international investors a commitment to fairness and investor protection 9. By 

preventing insiders from profiting at the expense of uninformed investors, these regulations 

contribute to the overall growth and stability of the capital markets 10. This report provides a 

comprehensive overview of the insider trading regulations in India, delving into their 

definition, legal framework, key elements, prohibited activities, penalties, disclosure 

requirements, recent developments, and the powers of the regulatory bodies responsible for 

their enforcement. 

 

Defining the Offense 

Insider Trading under Indian Law 

Under Indian law, insider trading is fundamentally understood as the practice of trading in a 

company's securities while in possession of UPSI that is not in the public domain 3. This 

encompasses the buying or selling of securities by individuals who are connected to the 

company and who utilize this non-public information for personal gain or to avoid potential 

losses 5. The core of the offense lies in profiting from exclusive information about a company's 

board decisions or other sensitive matters before such information is made available to the 

wider investing community 8. Material information, defined as any information that could 

substantially impact an investor's decision to buy or sell securities, forms a crucial component 

of UPSI 5. The Securities and Exchange Board of India (SEBI) (Prohibition of Insider Trading) 

Regulations, 2015, aim to prevent the exploitation of such non-public information for illicit 

trading advantages 11. Key elements that constitute insider trading include the possession of 

UPSI by the trader, the act of trading in the company's securities, and the unfair advantage 

derived from using the UPSI, which is not available to other investors 6. While some forms of 

trading by insiders are legally permissible, provided they adhere to strict disclosure norms and 

approved trading plans, illegal insider trading is a serious offense that occurs when trading is 

based on material, non-public information, thereby providing an unfair advantage to the trader 

5. The Patel committee's definition in 1986, which focused on trading by individuals in 

management or close to them based on undisclosed price-sensitive information, laid an early 

foundation for understanding this practice in India 5. This historical perspective illustrates the 

evolving understanding of insider trading, moving from a focus on the trader's relationship with 

the company to encompassing anyone in possession of UPSI 12. 
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The Legal Framework 

Primary Regulations Governing Insider Trading 

The primary legislation governing insider trading in India is the Securities and Exchange Board 

of India Act, 1992 (SEBI Act), which grants SEBI the authority to regulate insider trading 

practices4. Section 12-A of this Act specifically empowers SEBI to regulate and prohibit insider 

trading4. The key regulatory body responsible for overseeing and enforcing these regulations 

is the Securities and Exchange Board of India (SEBI) 1. The main regulations enacted by SEBI 

in this regard are the SEBI (Prohibition of Insider Trading) Regulations, 2015 (PIT 

Regulations), which are currently in force1. These regulations replaced the earlier SEBI 

(Prohibition of Insider Trading) Regulations, 19925. Additionally, the Companies Act, 2013 

also contains provisions related to the prohibition of insider trading14. Earlier, Sections 307 and 

308 of the Companies Act, 1956 (now replaced) emphasized disclosure requirements5, and 

Section 11(2) E of the same Act aimed to prevent insider trading to ensure market fairness20. 

The evolution of these regulations demonstrates a continuous effort to strengthen the legal 

framework against insider trading in response to the changing dynamics of the securities 

market5. The formation of SEBI in 1988 marked a significant step towards a focused and 

comprehensive approach to regulating this practice in India4. 

 

Table 1: Evolution of Insider Trading Regulations in India 

Milestone Year Key Features/Objectives 

Thomas 

Committee 
1948 

Evaluated restrictions on short swing profits, drawing 

from US regulations. 

Companies Act 1956 
Sections 307 & 308 emphasized disclosure of 

shareholdings by directors and managers. 

Sachar Committee 1978 

Recommended amendments to the Companies Act to 

restrict or prohibit insider dealings by 

employees/insiders. 

Patel Committee 1986 
Proposed amendments to the Securities Contracts 

(Regulation) Act to empower stock exchanges to curb 
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insider trading. 

Abid Hussain 

Committee 
1989 

Report formed the basis of the SEBI (Insider Trading) 

Regulations 1992, recommending civil and criminal 

penalties. 

SEBI Act 1992 

Established SEBI and granted it statutory powers to 

regulate the securities market, including insider trading 

under Section 12-A. 

SEBI (Prohibition 

of Insider Trading) 

Regulations 

1992 

First comprehensive regulations defining insider, 

connected person, and price-sensitive information, 

prohibiting insider trading, and introducing disclosure 

requirements. 

SEBI (Prohibition 

of Insider Trading) 

Regulations 

2015 

Replaced the 1992 regulations to modernize the regime, 

broaden definitions, strengthen enforcement, and align 

with international standards, based on the 

recommendations of the Sodhi Committee (2013) and 

subsequent amendments. 

Recent 

Amendments 
2024 

Further amendments, including broadening the 

definition of "connected person" and "relative," and 

revamping trading plan provisions, aiming to enhance 

transparency and strengthen the regulatory framework. 

 

Identifying the Actors 

Definition and Categories of an "Insider" 

Indian law defines an "insider" broadly as any person who is either a "connected person" or is 

in possession of or has access to unpublished price sensitive information (UPSI)4. A "connected 

person" includes a wide range of individuals and entities who have a relationship with the 

company that could reasonably be expected to provide them with access to UPSI18. This 

encompasses individuals with frequent communication with company officers, those in 

contractual, fiduciary, or employment relationships, as well as directors, officers, and 
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employees18. The definition also extends to those holding professional or business 

relationships, whether temporary or permanent, that are reasonably likely to grant access to 

UPSI4. Notably, the regulations also cover individuals who were associated with the company 

during the six months prior to the act of insider trading18. 

 

Specific categories of individuals and entities considered insiders include: 

 Connected Persons: This category is extensive and includes immediate relatives such 

as spouses, parents, siblings, and children (including those of the spouse), particularly 

if they are financially dependent on the connected person or consult them on trading 

decisions4. It also covers partners or employees in a connected person's partnership, 

body corporates under their influence, and members of a Hindu Undivided Family 

(HUF)4. Professionals like accountants, lawyers, advisors, and auditors are also 

considered connected persons due to their access to sensitive information4. The 

definition further includes bankers of the company, intermediaries such as merchant 

bankers and stock brokers, Asset Management Companies (AMCs) and their board 

members or trustees, and officials of stock exchanges or clearing houses5. Directors and 

key managerial personnel (KMPs), as well as promoters and promoter groups, are 

inherently considered insiders 5. A recent amendment has also included individuals 

sharing a household or residence with a connected person, regardless of financial 

dependency, aiming to capture informal information sharing35. 

 Persons in Possession of UPSI: This broad category includes anyone who comes into 

possession of UPSI, irrespective of their formal connection to the company4. This 

ensures that even individuals who may have inadvertently or indirectly gained access 

to sensitive information are prohibited from trading on it. 

 Temporary Insiders: This includes consultants or advisors who gain access to UPSI 

during their engagement with the company6. 

The broadening definition of "insider" over time reflects a proactive approach to prevent 

information leaks and the misuse of UPSI, recognizing that access to such information can 

extend beyond formal employment or directorships35. 
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Table 2: Categories of Individuals/Entities Considered "Insiders" 

Category Examples 

Connected 

Persons 

Immediate relatives (spouse, parents, siblings, children), 

partners/employees of connected person's firm, body corporates under 

influence, HUF members, accountants, lawyers, advisors, auditors, 

bankers, intermediaries (merchant bankers, stock brokers), AMCs and 

their personnel, officials of stock exchanges/clearing houses, 

directors, KMPs, promoters/promoter groups, individuals sharing 

household with connected person. 

Persons in 

Possession of 

UPSI 

Anyone with access to UPSI, regardless of formal connection. 

Temporary 

Insiders 

Consultants, advisors gaining access to UPSI during their 

engagement. 

  

Understanding the Core Information 

"Unpublished Price Sensitive Information" (UPSI) 

Unpublished Price Sensitive Information (UPSI) is defined under Indian regulations as any 

information relating to a company or its securities, directly or indirectly, that is not generally 

available and is likely to materially affect the price of the securities if it becomes public3. The 

information must not be accessible to the public on a non-discriminatory basis31, and its 

dissemination should have the potential to significantly influence stock prices3. Materiality is 

a key aspect, referring to information that could substantially impact an investor's decision to 

buy or sell securities5. Key characteristics of UPSI include its non-public nature, meaning it is 

not available to the general public, and its price sensitivity, indicating its potential to materially 

affect the market price of the company's securities upon disclosure3. Furthermore, the 

information must be specific to the entity or its securities, as opposed to general market 

trends11. Unverified reports in the media do not qualify as generally available information4. 
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Examples of what constitutes UPSI are diverse and include: 

 Financial results of the company 5. 

 Intended declaration of dividends 5. 

 Issue of securities or buy-back of securities 5. 

 Major expansion plans or execution of new projects 5. 

 Amalgamations, mergers, and takeovers 5. 

 Disposal of the whole or substantial part of the undertaking 5. 

 Any significant changes in policies, plans, or operations of the company 5. 

 Changes in key managerial personnel 11. 

 Information relating to inorganic reconstruction 5. 

 Information relating to part or whole winding up of the company 5. 

 Adjustments to profit forecasts due to unforeseen contingencies 11. 

 Hostile acquisition attempts or strategic alliances 11. 

 Stock splits or consolidations 11. 

 Appointment or resignation of high-profile executives 11. 

 Legal proceedings with substantial financial implications 11. 

 Regulatory investigations threatening operational continuity or imposing severe 

sanctions 11. 

 

The definition of UPSI has evolved, with amendments in 2019 removing the explicit inclusion 

of 'material events in accordance with the listing agreement' to bring greater clarity 12. The 

criteria for determining UPSI necessitate a careful evaluation of whether the information is 

both non-public and has the potential to affect stock prices, placing a responsibility on 

companies and insiders to identify and protect such information 4. 

 

Table 3: Examples of Unpublished Price Sensitive Information (UPSI) 

Category Specific Examples 

Financial 

Performance 
Quarterly/annual results, earnings guidance, profit warnings. 

Corporate 

Actions 

Mergers, acquisitions, buy-backs, dividends, issue of new 

securities, stock splits. 
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Strategic 

Decisions 

Major expansion plans, new projects, significant policy changes, 

disposal of substantial undertakings, winding up. 

Management 

Changes 

Appointment/resignation of directors, CEOs, CFOs, other senior 

executives. 

Legal & 

Regulatory 

Significant litigation, regulatory approvals/rejections, changes in 

government policies affecting the company. 

 

Prohibited Conduct and Consequences: 

Indian law prohibits several activities related to insider trading. Primarily, it is illegal for any 

insider to trade in the securities of a public company while in possession of UPSI 8. 

Furthermore, insiders are prohibited from communicating, providing, or allowing access to 

UPSI to any person, including other insiders, unless such communication is for legitimate 

purposes, in the performance of duties, or as required by law 4. Procuring or causing the 

communication of UPSI by any insider is also forbidden under similar exceptions 8. Tipping or 

counseling any person to trade based on UPSI constitutes a violation 6. While not explicitly 

mentioned in the provided snippets, general understanding of the regulations suggests that 

entering into derivative transactions related to the company's securities while possessing UPSI 

is also prohibited, unless it is part of a pre-approved trading plan. Trading in securities during 

a period when in possession of UPSI is generally restricted, although certain exceptions may 

apply 14. 

 

Violations of these regulations can lead to severe penalties and consequences. Monetary 

penalties include a minimum fine of INR 10 lakh, which can extend to INR 25 crore or three 

times the profit gained from the illegal trading, whichever is higher 4. Additionally, individuals 

found guilty of insider trading may face imprisonment for a term that can extend up to 10 years 

4. Beyond these legal sanctions, SEBI has the authority to take various regulatory actions, 

including the disgorgement of profits, restrictions on trading activities, ineligibility to hold 

director positions in any listed company, and the suspension of professional licenses and 

certifications 2. SEBI can also debar individuals from accessing the securities markets and order 

the freezing of bank and demat accounts 1. Moreover, insider trading can cause significant 

reputational damage to both the individuals and the companies involved 4. 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | April 2025       ISSN: 2581-8503 

  

Table 4: Prohibited Activities and Corresponding Penalties under Indian Insider Trading 

Law 

Prohibited Activity Potential Penalties 

Trading in securities while in possession 

of UPSI 

Minimum fine of INR 10 lakh up to INR 25 

crore or three times the profit gained, 

whichever is higher; imprisonment up to 10 

years; disgorgement of profits; restrictions 

on trading; ineligibility for directorships; 

suspension of licenses. 

Communicating/providing/allowing 

access to UPSI (without legitimate 

purpose) 

Similar penalties as above, depending on 

the impact and intent. 

Procuring/causing communication of 

UPSI (without legitimate purpose) 
Similar penalties as above. 

Tipping/counseling others to trade based 

on UPSI 
Similar penalties as above. 

 

Transparency Measures 

Disclosure Requirements 

To prevent insider trading, Indian regulations mandate several disclosure requirements for both 

insiders and publicly listed companies. Insiders are required to make an initial disclosure of 

their securities holding upon appointment as a key managerial personnel (KMP) or director, or 

upon becoming a promoter or part of the promoter group, within 7 days of such appointment 

or change in status 14. They must also provide continuous disclosure of their trading activities 

in the company's securities if the value of traded securities exceeds a specified threshold; 

promoters, members of the promoter group, designated persons, and directors must disclose 

such transactions within two trading days 14. Designated persons are also required to disclose 

details of their material financial relationships, employment history, and educational 

qualifications, as mandated by a post-2018 amendment 28. Furthermore, insiders have the 

option to formulate trading plans for executing trades at a future date, which must be presented 
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to the compliance officer for approval and public disclosure 4. These trading plans must specify 

the value or number of securities to be traded, the nature of the trade, and the intervals or dates 

on which trades will be effected, and they are now subject to price limits 4. A cool-off period 

of at least 120 calendar days is now mandatory before commencement of trading under an 

approved plan 34. Any non-implementation of a trading plan must be reported to the compliance 

officer within two trading days after the plan's tenure ends 34. 

 

Publicly listed companies in India also have significant disclosure obligations to prevent insider 

trading. They are required to implement and regularly update a code of conduct to govern, 

monitor, and report trading by insiders and connected persons 4. Companies must also establish 

a code of practices and procedures for ensuring fair disclosure of UPSI, including a policy for 

determining "legitimate purposes" for sharing such information 14. As per the SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015 (LODR), companies must 

promptly and transparently disclose all material information, including periodic financial 

results, shareholding patterns, and significant corporate actions 19. When sharing UPSI for 

legitimate purposes, companies must ensure it occurs in the ordinary course of business and 

only with parties who need the information to fulfill their roles, while maintaining strict 

confidentiality 4. Generally, UPSI should be made publicly available at least two trading days 

before any transaction that necessitates its dissemination 4. To prevent misuse of confidential 

financial information, companies typically enforce a "silent period" of 15 to 30 days before the 

announcement of financial results, during which insiders are restricted from trading 4. 

Establishing a robust whistleblower policy is also crucial to encourage employees and 

connected persons to report any concerns related to insider trading 4. For asset management 

companies, updated rules effective November 1, 2024, require maintaining lists of individuals 

with access to UPSI and ensuring they sign confidentiality agreements or serve notices 42. The 

board of directors of a listed company is responsible for ensuring that appropriate 

confidentiality and non-disclosure agreements are in place when UPSI is shared for legitimate 

purposes 31. Furthermore, the board must form and document its opinion that sharing UPSI is 

in the company's best interest when doing so, for example, during due diligence for mergers 

and acquisitions 4. 
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Evolving Landscape 

Recent Amendments and Significant Case Studies 

The regulatory landscape for insider trading in India has seen several recent amendments aimed 

at strengthening the framework. A significant update in December 2024 (Third Amendment) 

broadened the definition of "connected person" by replacing "immediate relative" with 

"relative," encompassing a wider range of family members, including spouses, parents (and 

spouses' parents), siblings (and spouses' siblings), children (and spouses' children), and their 

spouses, irrespective of financial dependency or consultation on trading matters 35. This 

amendment also included firms, along with their partners and employees, as "deemed 

connected persons" if a "connected person" is a partner in the firm, and classified individuals 

sharing a household with a "connected person" as "connected persons" 35. Prior to this, in 

September 2024, nomination norms were streamlined, and the definitions of "connected 

person" and "relative" were also broadened 42. Another notable amendment in June 2024 

(Second Amendment) revamped the provisions related to trading plans, increasing the 

mandatory cool-off period before trading can commence under a plan to at least 120 calendar 

days from public disclosure 34. This amendment also introduced a two-trading-day timeline for 

the compliance officer to approve or reject a trading plan and mandated reporting of non-

implementation. Additionally, it specified requirements for setting out specific trading dates or 

periods and introduced optional price limits within trading plans 34. Earlier, in July 2020, 

exemptions from trading window restrictions were extended to include Offer for Sale (OFS) 

and Rights Entitlement transactions 42. More recently, subscriptions to non-convertible 

securities have also been excluded from trading window closure restrictions 42. 

 

Several significant case studies have shaped the understanding and enforcement of insider 

trading regulations in India. The Hindustan Lever Limited (HLL) v. SEBI (1996) case was 

an early landmark where HLL was initially charged with insider trading for purchasing shares 

of Brooke Bond Lipton India Ltd. before a merger announcement 10. While SEBI initially found 

HLL guilty, the Appellate Authority later overturned the order, highlighting the challenges in 

proving insider trading, particularly concerning motive 24. In Rakesh Agrawal v. SEBI (2003), 

the Securities Appellate Tribunal (SAT) emphasized that the insider's motive should be 

considered when imposing penalties, a view that initially differed from SEBI's approach 10. 

Recent Supreme Court decisions in SEBI v. Abhijit Rajan and Balram Garg v. SEBI have 

further influenced the legal landscape. In the former, the court ruled that the motive to seek 
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profits is essential for establishing an insider trading charge 25, while in the latter, it held that 

circumstantial evidence alone is insufficient to prove the disclosure of UPSI without direct 

evidence 27. These rulings have raised the bar for SEBI in proving insider trading offenses. 

Other notable cases include PVP Ventures v. Securities & Exchange Board of India, where 

a penalty was imposed for insider trading 4, and the Infosys case (2019), which involved a 

whistleblower complaint and a subsequent settlement 20. A recent action by SEBI against 

Reliance Industries for suspected illegal trading also underscores the ongoing enforcement 

efforts 20. While not an Indian case, the Raj Rajaratnam case in the US, involving substantial 

illicit profits based on inside information, serves as a prominent example of insider trading 

prosecution globally 43. 

 

Table 5: Key Recent Amendments to SEBI (Prohibition of Insider Trading) Regulations 

Amendment 

Date 
Key Changes Impact 

December 

2024 

Broadened definition of 

"connected person" and 

"relative" 

Increased scope of individuals 

considered insiders, potentially 

capturing more instances of 

information sharing. 

September 

2024 

Streamlined nomination 

norms, further broadened 

definitions 

Continued focus on widening the net 

of connected persons. 

June 2024 

Revamped trading plan 

provisions (increased cool-off 

period, stricter requirements) 

Aimed at preventing misuse of 

trading plans for trading on 

imminent UPSI. 

July 2020 

Extended exemptions from 

trading window restrictions 

(OFS, Rights Entitlement) 

Provided flexibility for specific 

transaction types. 

Recent 

Update 

Exclusion of non-convertible 

securities from trading 

Lower perceived risk of insider 

trading in these subscriptions. 
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window closure 

 

Table 6: Significant Case Studies in Indian Insider Trading Law 

Case 

Name 
Year 

Key Legal 

Issue 
Outcome/Ruling Significance 

Hindustan 

Lever 

Limited v. 

SEBI 

1996 

Whether 

purchase of 

shares before 

merger 

announcement 

constituted 

insider trading. 

SEBI initially ruled 

against HLL, but the 

Appellate Authority 

overturned it on 

grounds related to 

motive and SEBI's 

powers. 

Highlighted 

early challenges 

in proving 

insider trading 

and the evolving 

legal 

interpretation. 

Rakesh 

Agrawal 

v. SEBI 

2003 

Importance of 

insider's motive 

for imposing 

penalties. 

SAT emphasized 

the need to consider 

motive, differing 

from SEBI's initial 

stance. 

Introduced a 

divergence in the 

interpretation of 

the regulations 

regarding the 

role of motive. 

SEBI v. 

Abhijit 

Rajan 

Recent 

Whether motive 

to seek profits is 

essential for an 

insider trading 

charge. 

Supreme Court 

ruled that profit 

motive is an 

essential 

precondition. 

Significantly 

impacts SEBI's 

enforcement 

strategy, 

requiring proof 

of intent. 

Balram 

Garg v. 

SEBI 

Recent 

Sufficiency of 

circumstantial 

evidence to 

prove disclosure 

of UPSI. 

Supreme Court held 

that circumstantial 

evidence alone is 

insufficient without 

direct evidence. 

Raises the bar for 

SEBI in relying 

on indirect 

evidence for 

proving UPSI 
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disclosure. 

PVP 

Ventures 

v. SEBI 

- 
Insider trading 

by promoter. 

SAT imposed a 

penalty. 

Demonstrates 

SEBI's 

continued efforts 

in penalizing 

insider trading. 

Infosys 2019 

Alleged insider 

trading based on 

whistleblower 

complaint. 

Settled by the lead 

independent 

director paying a 

fine. 

Illustrates the 

role of 

whistleblowers 

and the 

possibility of 

settlements in 

such cases. 

Reliance 

Industries 
Recent 

Suspected 

illegal trading 

by promoters. 

SEBI took action. 

Shows ongoing 

monitoring and 

enforcement by 

SEBI against 

potential insider 

trading. 

 

Enforcement and Oversight 

Regulatory Bodies and Their Powers 

The primary regulatory body responsible for enforcing insider trading regulations in India is 

the Securities and Exchange Board of India (SEBI). SEBI is vested with extensive powers to 

effectively enforce these regulations. Its investigative powers allow it to probe complaints 

received from investors, intermediaries, or any other individuals regarding alleged insider 

trading activities. This includes the authority to appoint officers to inspect the books and 

records of individuals or entities involved and to examine any relevant documents, computer 

data, or other materials. SEBI employs sophisticated surveillance systems that monitor trading 

patterns and utilize algorithms to detect unusual or suspicious trading activity that might 
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indicate insider trading. 

 

SEBI also possesses quasi-judicial powers, enabling it to make decisions on market 

violations, including insider trading. The regulator can issue show-cause notices to alleged 

offenders and conduct hearings before passing orders. In its quasi-executive capacity, SEBI 

can enforce its own decisions and take punitive actions against those found guilty of insider 

trading. These actions include imposing monetary penalties, which can be substantial, ordering 

the disgorgement of profits made from illegal trading, restricting trading activities, and 

debarring individuals from accessing the securities markets or holding director positions in 

listed companies. SEBI can also suspend professional licenses related to the securities market 

and direct the freezing of bank and demat accounts in order to prevent further illicit activity. 

Furthermore, SEBI has quasi-legislative powers, allowing it to create and amend rules, 

regulations, and guidelines aimed at protecting investors and ensuring market integrity, such 

as the Prohibition of Insider Trading Regulations themselves. To enhance its enforcement 

capabilities, SEBI collaborates with other regulatory and law enforcement agencies, including 

the Reserve Bank of India (RBI) and the Enforcement Directorate, particularly in cases 

involving cross-border violations. SEBI also has the power to reward informants who provide 

credible information about insider trading activities, potentially incentivizing the reporting of 

such offenses. 

 

Table 7: Powers of SEBI for Enforcement of Insider Trading Regulations 

Category of 

Power 
Specific Examples 

Investigative 

Inspecting books and records, examining documents and computer 

data, monitoring trading activity through surveillance systems, 

conducting interviews. 

Quasi-Judicial 
Issuing show-cause notices, conducting hearings, passing orders and 

adjudicating on insider trading violations. 

Quasi-

Executive 

Imposing monetary penalties (fines), ordering disgorgement of 

profits, restricting trading activities, debarring individuals from 
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markets or directorships, suspending licenses, freezing accounts. 

Quasi-

Legislative 

Formulating and amending regulations related to insider trading and 

market conduct. 

Other 
Collaborating with other regulatory agencies, rewarding informants 

for providing information on insider trading. 

 

Conclusion 

 A Critical Assessment of Insider Trading Regulations in India 

India has established a comprehensive legal framework to combat insider trading, primarily 

through the SEBI Act, 1992, and the SEBI (Prohibition of Insider Trading) Regulations, 2015, 

which have been further strengthened by recent amendments. SEBI plays a pivotal role as the 

primary regulatory and enforcement body, equipped with substantial powers to investigate, 

adjudicate, and penalize insider trading offenses. These regulations aim to maintain the 

integrity of the securities market and protect investor confidence by prohibiting trading based 

on non-public, price-sensitive information and mandating stringent disclosure requirements for 

insiders and listed companies. 

 

Despite the robust regulatory framework, challenges persist in effectively enforcing insider 

trading regulations. Detecting sophisticated insider trading techniques, proving the actual use 

of UPSI in trading decisions, and establishing the intent to profit, especially considering recent 

Supreme Court rulings, remain significant hurdles. The evolving nature of financial markets 

and the rapid advancements in technology also necessitate continuous refinement and 

adaptation of the regulations to address emerging issues such as insider trading through 

electronic platforms and social media. 

 

Several areas could benefit from further improvement. Strengthening SEBI's investigative 

capabilities and resources is crucial for more effective detection and prosecution. Clarifying 

the definitions of UPSI and "legitimate purpose" could reduce ambiguity and enhance 

consistent enforcement. Legislative amendments might be considered to address the 

implications of recent Supreme Court decisions on the burden of proof and the requirement of 

motive. Enhancing the use of technology for market surveillance and improving collaboration 
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and information sharing among regulatory authorities, including international cooperation for 

cross-border enforcement, are also essential. Furthermore, promoting greater awareness and 

education among market participants about insider trading regulations can foster a stronger 

culture of compliance. Comparing India's regulatory framework and enforcement mechanisms 

with those of more developed markets like the US and the UK could provide valuable insights 

and identify best practices for further strengthening the Indian regime. 

 

In conclusion, while India has made significant progress in establishing a comprehensive 

framework to regulate insider trading, ongoing efforts are needed to enhance its effectiveness. 

Robust insider trading regulations and their rigorous enforcement are indispensable for 

maintaining fair, transparent, and efficient securities markets, which are crucial for attracting 

investment and fostering economic growth in India. 
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