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Securities Regulation Daily Wrap Up, FRAUD AND MANIPULATION—
S.D.N.Y.: SAC Capital portfolio manager guilty of insider trading, (Dec. 19,
2013)
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By Rodney F. Tonkovic, J.D.

The U.S. Attorney for the Southern District of New York has announced that portfolio manager Michael Steinberg
has been found guilty of insider trading. Based on his participation in an insider trading scheme, Steinberg was
found guilty of conspiracy to commit securities fraud and four counts of securities fraud. Steinberg was convicted
after a five-week jury trial.

Insider trading. According to the indictment, Steinberg, a portfolio manager for Sigma Capital Management,
LLC (Sigma), a division of hedge fund SAC Capital, traded in the securities of Dell, Inc., and NVIDIA Corp. based
on inside information. Steinberg obtained this information from his research analyst, Jon Horvath, who received
the information from a circle of analyst friends and company insiders.

Specifically, in August 2008 Horvath told Steinberg that Dell would be reporting materially lower gross margins
than the market expected. Based on this information, Steinberg shorted Dell shares. When Dell's stock price
dropped following its announcement, Steinberg covered his short position, resulting in a profit for Sigma
of approximately $1 million. In May 2009, Horvath told Steinberg that NVIDIA would be announcing lower
gross margins than expected. Steinberg traded on this information, and liquidated Sigma's position after the
announcement, resulting in a profit of over $400,000.

Steinberg’s sentencing is scheduled for April 25, 2014. For the conspiracy count, Steinberg may be sentenced
to a maximum of five years in prison plus a fine of $250,000 or twice the gross gain or loss from the offense,
whichever is greater. The securities fraud counts each carry a maximum sentence of 20 years in prison and a
fine of $5 million, or twice the gross gain or loss from the offense.

U.S. Attorney statement. U.S. Attorney Preet Bharara praised the jury, stating in a press release that it found
what the government argued from the outset: "Michael Steinberg crossed the line into criminal insider trading."
Bharara added, "Like many other traders before him who, blinded by profits, lost their sense of right and wrong,
Steinberg now stands convicted of federal crimes and faces the prospect of losing his liberty."

Background material on the government's action against SAC Capital may be found in the Securities Regulation
Daily Wrap Up for July 25, 2013 (charges filed), November 4, 2013 (announcement of guilty plea), and
November 8, 2013 (guilty plea entered).
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