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Executive Summary 

 
 
 
Overview 
 
In recent years the growing focus on executive compensation and corporate governance issues has caused 
insider transaction data to receive increased scrutiny. Now not only do retail and institutional investors 
analyze insider transaction data to gain insight into the future direction of a given company and its underlying 
stock. They also want to know whether that executive’s transaction might be a better indicator of future stock 
price movement than others.  
 
In addition IROs have become increasingly interested in how insider data is being analyzed and perceived. 
This is because the investor relations function is charged with helping establish fair and equitable insider 
trading policies, and because it is responsible for communicating the details of those trades to the 
investment community.  
 
In an effort to determine whether or not certain insider transactions are indeed a harbinger of future stock 
price performance, Thomson Financial analyzed forty public companies between the years of 2004 and 
2006. An analysis was done to try to determine if insiders at tightly held companies, where management 
owns a large percentage of stock, were a better indicator of stock price performance than insiders at 
companies that have a comparatively low percentage of ownership. Several extrapolations of the data 
presented are made, as are specific recommendations for analyzing insider data. Lastly, tips and takeaways 
for both the IRO and the individual investor are included. 
 
Key Findings 
 
Thomson Financial analyzed insider transactions at companies with greater than 10% insider ownership, 
and those with less than 10% ownership in an effort to isolate discernable patterns and to determine if a 
particular insider is a better predictor of future stock price activity than others. 
 
 Key findings include: 
 
•  Insider transactions, both purchases and sales, at tightly held companies (defined by us as having 10% or 
more insider ownership) are a solid indicator of future stock price performance.  
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•  Insider transactions, both purchases and sales, at tightly held companies are a better indicator of future 
stock price performance than transactions that took place at companies that have comparatively low insider 
ownership. In fact, stocks purchased by insiders at tightly held companies increased by a greater percentage 
than those at non-tightly held companies at both three and six month intervals. In addition, stocks sold by 
insiders at tightly held companies declined by a greater percentage than those at non-tightly held companies 
at both three and six month intervals. (See charts below) 
 
Tightly Held Co’s: Performance After Purchase    Tightly Held Co’s: Performance After Sale  
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Non-Tight Co’s: Performance After Purchase       Non-Tight Co’s: Performance After Sale 
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•  Senior officers tend to have a better "feel" for their companies, and, as evidenced in the data provided, for 
the future price of the shares. Directors appear to have less of a "feel."   
 
IRO Takeaways: 
 
•  IROs should encourage investors to look at insider transactions against the backdrop of a much larger 
investment context. 
 
•  Integrity is key. To that end, the establishment of 10b5-1 plans, blackout periods, and trading windows is 
vital. 
 
•  Publicly disseminating/discussing insider transactions can quell rumors and improve shareholder relations. 
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About Thomson Financial 
With more than 15 years of experience, Thomson Financial Corporate Services is the partner of choice for corporations 
around the world. We combine the industry's highest quality and most comprehensive range of content, market data, 
workflow solutions, analytics, consultative services, and online communications tools with outstanding client service. 
Leveraging our institutional relationships and assets such as Thomson First Call and StreetEvents, only Thomson 
provides solutions specifically targeted to the workflow of C-level executives, investor relations departments, corporate 
strategy and development teams, treasurers, and public relations and corporate communications professionals, helping 
increase the efficiency and effectiveness of corporate officers across your organization. 

 

For more information, please contact Glenn Curtis at glenn.curtis@thomson.com.  

Contact us at: www.thomson.com/financial    /    tfcorporate@thomson.com 

 

North America: 800.262.6000 

Europe: +44.207.369.7199 

Asia: +852.2533.5564 

 
Important Notice 
This disclaimer is in addition to and not in replacement of any disclaimer of warranties and liabilities set forth in a written 
agreement between Thomson and you or the party authorizing your access to the Service (“Contract Disclaimer”). In the 
event of a conflict or inconsistency between this disclaimer and the Contract Disclaimer the terms of the Contract Disclaimer 
shall control. 
  
By accessing these materials, you hereby agree to the following: 
  
These research reports and the information contained therein is for your internal use only and redistribution of this 
information is expressly prohibited. These reports including the information and analysis, any opinion or recommendation is 
not intended for investment purposes and does not constitute investment advice or an offer, or an invitation to make an 
offer, to buy or sell any securities or any derivatives related to such securities.  
  
Thomson does not warrant the accuracy of the reports for any particular purpose and expressly disclaims any warranties of 
merchantability or fitness for a particular purpose; nor does Thomson guarantee the accuracy, validity, timeliness or 
completeness of any information or data included in these reports for any particular purpose. Thomson is under no 
obligation to provide you with any current or corrected information.  Neither  Thomson , nor any of its affiliates, directors, 
officers or employees, will be liable or have any responsibility of any kind for any loss or damage (whether direct, 
indirect, consequential, or any other damages of any kind even if Thomson was advised of the possibility thereof) that you 
incur in connection with, relating to or arising out of these materials or the analysis, views, recommendations, opinions or 
information contained therein, or from any other cause relating to your access to, inability to access, or use of these 
materials, whether or not the circumstances giving rise to such cause may have been within the control of Thomson.  
  
The information provided in these materials is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject Thomson 
or its affiliates to any registration requirement within such jurisdiction or country. 


