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Justice GINSBURG delivered the opinion of the Court.

This case concerns the interpretation and enforcement of § 10(b) and § 14(e) of the Securities Exchange Act of 1934, and rules made by the Securities and Exchange Commission pursuant to these provisions, Rule 10b‑5 and Rule 14e‑ 3(a).  Two prime questions are presented. . .  (1) Is a person who trades in securities for personal profit, using confidential information misappropriated in breach of a fiduciary duty to the source of the information, guilty of violating § 10(b) and Rule 10b‑5?  (2) Did the Commission exceed its rulemaking authority by adopting Rule 14e‑3(a), which proscribes trading on undisclosed information in the tender offer setting, even in the absence of a duty to disclose?  Our answer to the first question is yes, and to the second question, viewed in the context of this case, no.

I

Respondent James Herman O'Hagan was a partner in the law firm of Dorsey & Whitney in Minneapolis, Minnesota.  In July 1988, Grand Metropolitan PLC (Grand Met), a company based in London, England, retained Dorsey & Whitney as local counsel to represent Grand Met regarding a potential tender offer for the common stock of the Pillsbury Company, headquartered in Minneapolis.  Both Grand Met and Dorsey & Whitney took precautions to protect the confidentiality of Grand Met's tender offer plans.  O'Hagan did no work on the Grand Met representation.  Dorsey & Whitney withdrew from representing Grand Met on September 9, 1988.  Less than a month later, on October 4, 1988, Grand Met publicly announced its tender offer for Pillsbury stock.

On August 18, 1988, while Dorsey & Whitney was still representing Grand Met, O'Hagan began purchasing call options for Pillsbury stock.  Each option gave him the right to purchase 100 shares of Pillsbury stock by a specified date in September 1988.  Later in August and in September, O'Hagan made additional purchases of Pillsbury call options.  By the end of September, he owned 2,500 unexpired Pillsbury options, apparently more than any other individual investor.  See App. 85, 148.  O'Hagan also purchased, in September 1988, some 5,000 shares of Pillsbury common stock, at a price just under $39 per share.  When Grand Met announced its tender offer in October, the price of Pillsbury stock rose to nearly $60 per share.  O'Hagan then sold his Pillsbury call options and common stock, making a profit of more than $4.3 million.

The Securities and Exchange Commission (SEC or Commission) initiated an investigation into O'Hagan's transactions, culminating in a 57‑count indictment.  The indictment alleged that O'Hagan defrauded his law firm and its client, Grand Met, by using for his own trading purposes material, nonpublic information regarding Grand Met's planned tender offer.  Id., at 8. [fn] According to the indictment, O'Hagan used the profits he gained through this trading to conceal his previous embezzlement2 and conversion of unrelated client trust funds.  Id., at 10. O'Hagan was charged with 20 counts of mail fraud, in violation of 18 U.S.C. § 1341;  17 counts of securities fraud, in violation of § 10(b) of the Securities Exchange Act of 1934 (Exchange Act), 48 Stat. 891, 15 U.S.C. § 78j(b), and SEC Rule 10b‑5, 17 CFR § 240.10b‑5 (1996);  17 counts of fraudulent trading in connection with a tender offer, in violation of § 14(e) of the Exchange Act, 15 U.S.C. § 78n(e), and SEC Rule 14e‑3(a), 17 CFR § 240.14e‑3(a) (1996);  and 3 counts of violating federal money laundering statutes, 18 U.S.C. §§ 1956(a)(1)(B)(i), 1957. See App. 13‑24.  A jury convicted O'Hagan on all 57 counts, and he was sentenced to a 41‑month term of imprisonment.

A divided panel of the Court of Appeals for the Eighth Circuit reversed all of O'Hagan's convictions.  92 F.3d 612 (1996).  Liability under § 10(b) and Rule 10b‑5, the Eighth Circuit held, may not be grounded on the "misappropriation theory" of securities fraud on which the prosecution relied.  Id., at 622.  The Court of Appeals also held that Rule 14e‑3(a)‑‑ which prohibits trading while in possession of material, nonpublic information relating to a tender offer‑‑exceeds the SEC's § 14(e) rulemaking authority because the rule contains no breach of fiduciary duty requirement.  Id., at 627.  The Eighth Circuit further concluded that O'Hagan's mail fraud and money laundering convictions rested on violations of the securities laws, and therefore could not stand once the securities fraud convictions were reversed. . .

Decisions of the Courts of Appeals are in conflict on the propriety of the misappropriation theory under § 10(b) and Rule 10b‑5, see infra this page and n. 3, and on the legitimacy of Rule 14e‑3(a) under § 14(e), see infra, at 25.  We granted certiorari, 519 U.S. ‑‑‑‑, 117 S.Ct. 759, 136 L.Ed.2d 695 (1997), and now reverse the Eighth Circuit's judgment.

II

We address first the Court of Appeals' reversal of O'Hagan's convictions under § 10(b) and Rule 10b‑5 . . .

   A

. . .

Under the "traditional" or "classical theory" of insider trading liability, § 10(b) and Rule 10b‑5 are violated when a corporate insider trades in the securities of his corporation on the basis of material, nonpublic information.  Trading on such information qualifies as a "deceptive device" under § 10(b), we have affirmed, because "a relationship of trust and confidence [exists] between the shareholders of a corporation and those insiders who have obtained confidential information by reason of their position with that corporation."  Chiarella v. United States, 445 U.S. 222, 228, 100 S.Ct. 1108, 1114, 63 L.Ed.2d 348 (1980).  That relationship, we recognized, "gives rise to a duty to disclose [or to abstain from trading] because of the 'necessity of preventing a corporate insider from ... tak[ing] unfair advantage of ... uninformed ... stockholders.' "  Id., at 228‑229, 100 S.Ct., at 1115 (citation omitted).  The classical theory applies not only to officers, directors, and other permanent insiders of a corporation, but also to attorneys, accountants, consultants, and others who temporarily become fiduciaries of a corporation.  See Dirks v. SEC, 463 U.S. 646, 655, n. 14, 103 S.Ct. 3255, 3262, 77 L.Ed.2d 911 (1983).

The "misappropriation theory" holds that a person commits fraud "in connection with" a securities transaction, and thereby violates § 10(b) and Rule 10b‑5, when he misappropriates confidential information for securities trading purposes, in breach of a duty owed to the source of the information.  See Brief for United States 14.  Under this theory, a fiduciary's undisclosed, self‑serving use of a principal's information to purchase or sell securities, in breach of a duty of loyalty and confidentiality, defrauds the principal of the exclusive use of that information.  In lieu of premising liability on a fiduciary relationship between company insider and purchaser or seller of the company's stock, the misappropriation theory premises liability on a fiduciary‑turned‑trader's deception of those who entrusted him with access to confidential information.

The two theories are complementary, each addressing efforts to capitalize on nonpublic information through the purchase or sale of securities.  The classical theory targets a corporate insider's breach of duty to shareholders with whom the insider transacts;  the misappropriation theory outlaws trading on the basis of nonpublic information by a corporate " outsider" in breach of a duty owed not to a trading party, but to the source of the information.  The misappropriation theory is thus designed to "protec[t] the integrity of the securities markets against abuses by 'outsiders' to a corporation who have access to confidential information that will affect th[e] corporation's security price when revealed, but who owe no fiduciary or other duty to that corporation's shareholders."  Ibid.

In this case, the indictment alleged that O'Hagan, in breach of a duty of trust and confidence he owed to his law firm, Dorsey & Whitney, and to its client, Grand Met, traded on the basis of nonpublic information regarding Grand Met's planned tender offer for Pillsbury common stock.  App. 16.  This conduct, the Government charged, constituted a fraudulent device in connection with the purchase and sale of securities.5 

B

We agree with the Government that misappropriation, as just defined, satisfies § 10(b)'s requirement that chargeable conduct involve a "deceptive device or contrivance" used "in connection with" the purchase or sale of securities.  We observe, first, that misappropriators, as the Government describes them, deal in deception.  A fiduciary who "[pretends] loyalty to the principal while secretly converting the principal's information for personal gain," Brief for United States 17, "dupes" or defrauds the principal. See  Aldave, Misappropriation:  A General Theory of Liability for Trading on Nonpublic Information, 13 Hofstra L.Rev. 101, 119 (1984).

. . .

Deception through nondisclosure is central to the theory of liability for which the Government seeks recognition.  As counsel for the Government stated in explanation of the theory at oral argument:  "To satisfy the common law rule that a trustee may not use the property that [has] been entrusted [to] him, there would have to be consent.  To satisfy the requirement of the Securities Act that there be no deception, there would only have to be disclosure."  Tr. of Oral Arg. 12;  see generally Restatement (Second) of Agency §§ 390, 395 (1958) (agent's disclosure obligation regarding use of confidential information).6 

The misappropriation theory advanced by the Government is consistent with Santa Fe Industries, Inc. v. Green, 430 U.S. 462, 97 S.Ct. 1292, 51 L.Ed.2d 480 (1977), a decision underscoring that § 10(b) is not an all‑purpose breach of fiduciary duty ban;  rather, it trains on conduct involving manipulation or deception.  See id., at 473‑476, 97 S.Ct., at 1300‑1302.  In contrast to the Government's allegations in this case, in Santa Fe Industries, all pertinent facts were disclosed by the persons charged with violating § 10(b) and Rule 10b‑5, see id., at 474, 97 S.Ct., at 1301;  therefore, there was no deception through nondisclosure to which liability under those provisions could attach, see id., at 476, 97 S.Ct., at 1302.  Similarly, full disclosure forecloses liability under the misappropriation theory:  Because the deception essential to the misappropriation theory involves feigning fidelity to the source of information, if the fiduciary discloses to the source that he plans to trade on the nonpublic information, there is no "deceptive device" and thus no § 10(b) violation‑‑although the fiduciary‑turned‑trader may remain liable under state law for breach of a duty of loyalty. 

We turn next to the § 10(b) requirement that the misappropriator's deceptive use of information be "in connection with the purchase or sale of [a] security."  This element is satisfied because the fiduciary's fraud is consummated, not when the fiduciary gains the confidential information, but when, without disclosure to his principal, he uses the information to purchase or sell securities.  The securities transaction and the breach of duty thus coincide.  This is so even though the person or entity defrauded is not the other party to the trade, but is, instead, the source of the nonpublic information.  See Aldave, 13 Hofstra L.Rev., at 120 ("a fraud or deceit can be practiced on one person, with resultant harm to another person or group of persons").  A misappropriator who trades on the basis of material, nonpublic information, in short, gains his advantageous market position through deception;  he deceives the source of the information and simultaneously harms members of the investing public.  See id., at 120‑121, and n. 107.

The misappropriation theory targets information of a sort that misappropriators ordinarily capitalize upon to gain no‑risk profits through the purchase or sale of securities.  Should a misappropriator put such information to other use, the statute's prohibition would not be implicated.  The theory does not catch all conceivable forms of fraud involving confidential information;  rather, it catches fraudulent means of capitalizing on such information through securities transactions.

. . .

The misappropriation theory comports with § 10(b)'s language, which requires deception "in connection with the purchase or sale of any security," not deception of an identifiable purchaser or seller.  The theory is also well‑ tuned to an animating purpose of the Exchange Act:  to insure honest securities markets and thereby promote investor confidence.  See 45 Fed.Reg. 60412 (1980) (trading on misappropriated information "undermines the integrity of, and investor confidence in, the securities markets").  Although informational disparity is inevitable in the securities markets, investors likely would hesitate to venture their capital in a market where trading based on misappropriated nonpublic information is unchecked by law.  An investor's informational disadvantage vis‑a‑vis a misappropriator with material, nonpublic information stems from contrivance, not luck;  it is a disadvantage that cannot be overcome with research or skill.  See Brudney, Insiders, Outsiders, and Informational Advantages Under the Federal Securities Laws, 93 Harv. L.Rev. 322, 356 (1979) ("If the market is thought to be systematically populated with ... transactors [trading on the basis of misappropriated information] some investors will refrain from dealing altogether, and others will incur costs to avoid dealing with such transactors or corruptly to overcome their unerodable informational advantages.");  Aldave, 13 Hofstra L.Rev., at 122‑123.

In sum, considering the inhibiting impact on market participation of trading on misappropriated information, and the congressional purposes underlying § 10(b), it makes scant sense to hold a lawyer like O'Hagan a § 10(b) violator if he works for a law firm representing the target of a tender offer, but not if he works for a law firm representing the bidder.  The text of the statute requires no such result.9 The misappropriation at issue here was properly made the subject of a § 10(b) charge because it meets the statutory requirement that there be "deceptive" conduct "in connection with" securities transactions.

. . .

III

We consider next the ground on which the Court of Appeals reversed O'Hagan's convictions for fraudulent trading in connection with a tender offer, in violation of § 14(e) of the Exchange Act and SEC Rule 14e‑3(a).  A sole question is before us as to these convictions:  Did the Commission, as the Court of Appeals held, exceed its rulemaking authority under § 14(e) when it adopted Rule 14e‑3(a) without requiring a showing that the trading at issue entailed a breach of fiduciary duty?  We hold that the Commission, in this regard and to the extent relevant to this case, did not exceed its authority.

The governing statutory provision, § 14(e) of the Exchange Act, reads in relevant part:

"It shall be unlawful for any person ... to engage in any fraudulent, deceptive, or manipulative acts or practices, in connection with any tender offer....  The [SEC] shall, for the purposes of this subsection, by rules and regulations define, and prescribe means reasonably designed to prevent, such acts and practices as are fraudulent, deceptive, or manipulative."  15 U.S.C. § 78n(e).

Section 14(e)'s first sentence prohibits fraudulent acts in connection with a tender offer.  This self‑operating proscription was one of several provisions added to the Exchange Act in 1968 by the Williams Act, 82 Stat. 454.  The section's second sentence delegates definitional and prophylactic rulemaking authority to the Commission.  Congress added this rulemaking delegation to § 14(e) in 1970 amendments to the Williams Act. See § 5, 84 Stat. 1497.

. . .

Relying on § 14(e)'s rulemaking authorization, the Commission, in 1980, promulgated Rule 14e‑3(a).  That measure provides:

"(a) If any person has taken a substantial step or steps to commence, or has commenced, a tender offer (the 'offering person'), it shall constitute a fraudulent, deceptive or manipulative act or practice within the meaning of section 14(e) of the [Exchange] Act for any other person who is in possession of material information relating to such tender offer which information he knows or has reason to know is nonpublic and which he knows or has reason to know has been acquired directly or indirectly from:

"(1) The offering person,

"(2) The issuer of the securities sought or to be sought by such tender offer, or

"(3) Any officer, director, partner or employee or any other person acting on behalf of the offering person or such issuer, to purchase or sell or cause to be purchased or sold any of such securities or any securities convertible into or exchangeable for any such securities or any option or right to obtain or to dispose of any of the foregoing securities, unless within a reasonable time prior to any purchase or sale such information and its source are publicly disclosed by press release or otherwise."  17 CFR § 240.14e‑3(a) (1996).

. . .

In the Eighth Circuit's view, because Rule 14e‑3(a) applies whether or not the trading in question breaches a fiduciary duty, the regulation exceeds the SEC's § 14(e) rulemaking authority. .. . .

We need not resolve in this case whether the Commission's authority under § 14(e) to "define ... such acts and practices as are fraudulent" is broader than the Commission's fraud‑defining authority under § 10(b), for we agree with the United States that Rule 14e‑3(a), as applied to cases of this genre, qualifies under § 14(e) as a "means reasonably designed to prevent" fraudulent trading on material, nonpublic information in the tender offer context.17 A prophylactic measure, because its mission is to prevent, typically encompasses more than the core activity prohibited.  As we noted in  Schreiber, § 14(e)'s rulemaking authorization gives the Commission "latitude," even in the context of a term of art like " manipulative," "to regulate nondeceptive activities as a 'reasonably designed' means of preventing manipulative acts, without suggesting any change in the meaning of the term 'manipulative' itself."  472 U.S., at 11, n. 11, 105 S.Ct., at 2464 n. 11.  We hold, accordingly, that under § 14(e), the Commission may prohibit acts, not themselves fraudulent under the common law or § 10(b), if the prohibition is "reasonably designed to prevent ... acts and practices [that] are fraudulent."  15 U.S.C. § 78n(e).18
Because Congress has authorized the Commission, in § 14(e), to prescribe legislative rules, we owe the Commission's judgment "more than mere deference or weight."  Batterton v. Francis, 432 U.S. 416, 424‑426, 97 S.Ct. 2399, 2406, 53 L.Ed.2d 448 (1977).  Therefore, in determining whether Rule 14e‑ 3(a)'s "disclose or abstain from trading" requirement is reasonably designed to prevent fraudulent acts, we must accord the Commission's assessment "controlling weight unless [it is] arbitrary, capricious, or manifestly contrary to the statute."  Chevron U.S.A. Inc. v. Natural Resources Defense Council, Inc., 467 U.S. 837, 844, 104 S.Ct. 2778, 2782, 81 L.Ed.2d 694 (1984).  In this case, we conclude, the Commission's assessment is none of these. . . .

The United States emphasizes that Rule 14e‑3(a) reaches trading in which "a breach of duty is likely but difficult to prove."  Reply Brief 16. "Particularly in the context of a tender offer," as the Tenth Circuit recognized, "there is a fairly wide circle of people with confidential information," Peters, 978 F.2d, at 1167, notably, the attorneys, investment bankers, and accountants involved in structuring the transaction.  The availability of that information may lead to abuse, for "even a hint of an upcoming tender offer may send the price of the target company's stock soaring."  SEC v. Materia, 745 F.2d 197, 199 (C.A.2 1984).  Individuals entrusted with nonpublic information, particularly if they have no long‑term loyalty to the issuer, may find the temptation to trade on that information hard to resist in view of "the very large short‑term profits potentially available [to them]."  Peters, 978 F.2d, at 1167.

"[I]t may be possible to prove circumstantially that a person [traded on the basis of material, nonpublic information], but almost impossible to prove that the trader obtained such information in breach of a fiduciary duty owed either by the trader or by the ultimate insider source of the information."  Ibid. The example of a "tippee" who trades on information received from an insider illustrates the problem.  Under Rule 10b‑5, "a tippee assumes a fiduciary duty to the shareholders of a corporation not to trade on material nonpublic information only when the insider has breached his fiduciary duty to the shareholders by disclosing the information to the tippee and the tippee knows or should know that there has been a breach."  Dirks, 463 U.S., at 660, 103 S.Ct., at 3264.  To show that a tippee who traded on nonpublic information about a tender offer had breached a fiduciary duty would require proof not only that the insider source breached a fiduciary duty, but that the tippee knew or should have known of that breach.  "Yet, in most cases, the only parties to the [information transfer] will be the insider and the alleged tippee."20  Peters, 978 F.2d, at 1167. 

In sum, it is a fair assumption that trading on the basis of material, nonpublic information will often involve a breach of a duty of confidentiality to the bidder or target company or their representatives.  The SEC, cognizant of the proof problem that could enable sophisticated traders to escape responsibility, placed in Rule 14e‑3(a) a " disclose or abstain from trading" command that does not require specific proof of a breach of fiduciary duty.  That prescription, we are satisfied, applied to this case, is a "means reasonably designed to prevent" fraudulent trading on material, nonpublic information in the tender offer context. 

. . .

* * *

The judgment of the Court of Appeals for the Eighth Circuit is reversed, and the case is remanded for further proceedings consistent with this opinion.

It is so ordered.

Justice THOMAS, with whom THE CHIEF JUSTICE joins, concurring in the judgment in part and dissenting in part.

. . .

My understanding of the Government's proffered theory of liability, and its construction of the "in connection with" requirement, is confirmed by the Government's explanation during oral argument:

"[Court]:  What if I appropriate some of my client's money in order to buy stock?

"[Court]:  Have I violated the securities laws?

"[Counsel]:  I do not think that you have.

"[Court]:  Why not?  Isn't that in connection with the purchase of securit [ies] just as much as this one is?

"[Counsel]:  It's not just as much as this one is, because in this case it is the use of the information that enables the profits, pure and simple.  There would be no opportunity to engage in profit—

"[Court]:  Same here.  I didn't have the money.  The only way I could buy this stock was to get the money.

.....

"[Counsel]:  The difference ... is that once you have the money you can do anything you want with it.  In a sense, the fraud is complete at that point, and then you go on and you can use the money to finance any number of other activities, but the connection is far less close than in this case, where the only value of this information for personal profit for respondent was to take it and profit in the securities markets by trading on it.

.....

"[Court]:  So what you're saying is, is in this case the misappropriation can only be of relevance, or is of substantial relevance, is with reference to the purchase of securities.

"[Counsel]:  Exactly.

"[Court]:  When you take money out of the accounts you can go to the racetrack, or whatever.

"[Counsel]:  That's exactly right, and because of that difference, [there] can be no doubt that this kind of misappropriation of property is in connection with the purchase or sale of securities.

"Other kinds of misappropriation of property may or may not, but this is a unique form of fraud, unique to the securities markets, in fact, because the only way in which respondent could have profited through this information is by either trading on it or by tipping somebody else to enable their trades."  Tr. of Oral Arg. 16‑.

. . .  [F]or example, upon learning of Grand Met's confidential takeover plans, O'Hagan could have done any number of things with the information:  He could have sold it to a newspaper for publication, see Tr. of Oral Arg. 36;  he could have given or sold the information to Pillsbury itself, see id., at 37;  or he could even have kept the information and used it solely for his personal amusement, perhaps in a fantasy stock trading game.

Any of these activities would have deprived Grand Met of its right to  "exclusive use," ante, at 2208, of the information and, if undisclosed, would constitute "embezzlement" of Grand Met's informational property.  Under any theory of liability, however, these activities would not violate § 10(b) and, according to the Commission's monetary embezzlement analogy, these possibilities are sufficient to preclude a violation under the misappropriation theory even where the informational property was used for securities trading.  That O'Hagan actually did use the information to purchase securities is thus no more significant here than it is in the case of embezzling money used to purchase securities.  In both cases the embezzler could have done something else with the property, and hence the Commission's necessary "connection" under the securities laws would not be met

II

I am also of the view that O'Hagan's conviction for violating Rule 14e‑3(a) cannot stand.

. . .

The majority declines to reach the Commission's first justification, instead sustaining Rule 14e‑3(a) on the ground that

"under § 14(e), the Commission may prohibit acts, not themselves fraudulent under the common law or § 10(b), if the prohibition is 'reasonably designed to prevent ... acts and practices [that] are fraudulent.' "  Ante, at 2217 (quoting 15 U.S.C. § 78n(e)).

. . . I can agree with the majority that § 14(e) authorizes the Commission to prohibit non‑fraudulent acts as a means reasonably designed to prevent fraudulent ones, I cannot agree that Rule 14e‑3(a) satisfies this standard. . . .  In order to be a valid prophylactic regulation, Rule 14e‑3(a) must be reasonably designed not merely to prevent any fraud, but to prevent persons from engaging in "fraudulent, deceptive, or manipulative acts or practices, in connection with any tender offer."  15 U.S.C. § 78n(e) (emphasis added).  Insofar as Rule 14e‑3(a) is designed to prevent the type of misappropriation at issue in this case, such acts are not legitimate objects of prevention because the Commission's misappropriation theory does not represent a coherent interpretation of the statutory "in connection with" requirement, as explained in Part I, supra. . . . 

Finally, even further assuming that the Commission's misappropriation theory is a valid basis for direct liability, I fail to see how Rule 14e‑3(a)'s elimination of the requirement of a breach of fiduciary duty is "reasonably designed" to prevent the underlying "fraudulent" acts.  The majority's primary argument on this score is that in many cases " 'a breach of duty is likely but difficult to prove.' "  Ante, at 2218 (quoting Reply Brief for United States 16).  . . .  There being no particular difficulties in proving a breach of duty in such circumstances, a rule removing the requirement of such a breach cannot be said to be "reasonably designed" to prevent underlying violations of the misappropriation theory.

2 O'Hagan was convicted of theft in state court, sentenced to 30 months' imprisonment, and fined.  See State v. O'Hagan, 474 N.W.2d 613, 615, 623 (Minn.App.1991).  The Supreme Court of Minnesota disbarred O'Hagan from the practice of law.  See In re O'Hagan, 450 N.W.2d 571 (Minn.1990).


5 The Government could not have prosecuted O'Hagan under the classical theory, for O'Hagan was not an "insider" of Pillsbury, the corporation in whose stock he traded. . . .


6 Under the misappropriation theory urged in this case, the disclosure obligation runs to the source of the information, here, Dorsey & Whitney and Grand Met. Chief Justice Burger, dissenting in Chiarella, advanced a broader reading of § 10(b) and Rule 10b�5;  the disclosure obligation, as he envisioned it, ran to those with whom the misappropriator trades. 445 U.S., at 240, 100 S.Ct., at 1120�1121 ("a person who has misappropriated nonpublic information has an absolute duty to disclose that information or to refrain from trading");  see also id., at 243, n. 4, 100 S.Ct., at 1122 n. 4. The Government does not propose that we adopt a misappropriation theory of that breadth.


9 As noted earlier, however, see supra, at 2208�2209, the textual requirement of deception precludes § 10(b) liability when a person trading on the basis of nonpublic information has disclosed his trading plans to, or obtained authorization from, the principal��even though such conduct may affect the securities markets in the same manner as the conduct reached by the misappropriation theory.  Contrary to the dissent's suggestion, see post, at 2225�2226, the fact that § 10(b) is only a partial antidote to the problems it was designed to alleviate does not call into question its prohibition of conduct that falls within its textual proscription. Moreover, once a disloyal agent discloses his imminent breach of duty, his principal may seek appropriate equitable relief under state law. Furthermore, in the context of a tender offer, the principal who authorizes an agent's trading on confidential information may, in the Commission's view, incur liability for an Exchange Act violation under Rule 14e�3(a).


17 We leave for another day, when the issue requires decision, the legitimacy of Rule 14e�3(a) as applied to "warehousing," which the Government describes as "the practice by which bidders leak advance information of a tender offer to allies and encourage them to purchase the target company's stock before the bid is announced."


18 The Commission's power under § 10(b) is more limited.  See supra, at 2207 (Rule 10b�5 may proscribe only conduct that § 10(b) prohibits).


20 . The dissent opines that there is no reason to anticipate difficulties in proving breach of duty in "misappropriation" cases.  "Once the source of the [purloined] information has been identified," the dissent asserts, "it should be a simple task to obtain proof of any breach of duty."  Post, at 2229.  To test that assertion, assume a misappropriating partner at Dorsey & Whitney told his daughter or son and a wealthy friend that a tender for Pillsbury was in the offing, and each tippee promptly purchased Pillsbury stock, the child borrowing the purchase price from the wealthy friend.  The dissent's confidence, post, at 2229, n. 12, that "there is no reason to suspect that the tipper would gratuitously protect the tippee," seems misplaced.
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