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ABSTRACT

The Securities Market Act of the Islamic Republic of Iran, enacted in 2005 (1384 AH), originates from
extensive comparative legal research. Its foundational framework is notably influenced by, and to some
extent reproduces, the “Model Law on the Securities Market” adopted in November 2001 by the
Interparliamentary Assembly of the Commonwealth of Independent States (CIS). It is important to note,
however, that the CIS Model Law itself was born out of comparative legal studies. Consistent with this
model-driven approach, the draft Iranian Act initially defined “insider information” as: “Internal
information: any information related to securities or its issuer that may affect the trading of such securities,
provided that it has not been disclosed to the public.” This definition draws heavily from Article 32(1) of
the CIS Model Law, which states: “Insider information is any undisclosed information concerning
securities, transactions involving such securities, or the issuer and its activities, the disclosure of which
could significantly influence the market price of these securities.” However, a review of the legislative
history of Iran’s Securities Market Act reveals that the final definition of “insider information” in Article
1(32) was ultimately based on, and aligned with, Article 1(1) of Directive 2003/6/EC of the European
Parliament and of the Council, dated 28 January 2003, concerning insider dealing and market manipulation
(market abuse), rather than paragraph 1 of Article 32 of the Model Law on the Securities Market of the
Inter-Parliamentary Assembly of the Commonwealth of Independent States. Per Article 1(32) of the
Securities Market Law of the Islamic Republic of Iran, “Inside information” is defined as “any information
not disclosed to the public that directly or indirectly relates to securities, transactions, or their issuer and, if
disclosed, would impact the price or the decision-making of investors regarding trading such securities.”
With minor modifications, this provision essentially adopts the wording from Directive EC/6/2003,
indicating Iran’s implicit reliance on European legal concepts and standards. Interpreting the Iranian
legislation through the lens of EU regulation can provide valuable insights, especially considering that
insider information is comprehensively addressed in Regulation (EU) No 596/2014 on market abuse.
Leveraging this modern regulation offers a basis for aligning Iranian enforcement practices with
international standards. Both Article 1(1) of Directive EC/6/2003 and Article 7(1)(a) of Regulation (EU)
No 596/2014 define “insider information” as: “precise information which has not been made public,
relating directly or indirectly to one or more issuers or financial instruments, and which, if made public,
would likely have a significant effect on the prices of those financial instruments or relevant derivatives.”
Ultimately, the capital market health is compromised by the abuse of insider information, which undermines

How to Cite: Nikbakht Fini, Hamid Reza, Piri, Farhad, "The Role of Comparative Law in Approving Iran’s
Securities Market Act of 2005: A Case Study on Inside Information", Legal Research, Vol. 28, No. 110,
2025, pp:19-34.

DOI: https://doi.org/10.48308/j1r.2024.236335.2765 Received: 19/07/2024-Accepted: 22/12/2024

1. Professor of Law, Faculty of Law, Shahid Beheshti University, Tehran, Iran.
Corresponding Author Email: hr-nikbakht@sbu.ac.ir
2. PhD, Faculty of Law, Shahid Beheshti University, Tehran, Iran.

Copyright: © 2024 by the authors. Submitted for possible open access publication under the terms and conditions
BY of the Creative Commons Attribution (CC BY) license (https://creativecommons.org/licenses/by/4.0/).

19


https://doi.org/10.48308/jlr.2024.236335.2765
https://orcid.org/0000-0002-3495-6583
https://orcid.org/0009-0005-8012-3469
https://orcid.org/0009-0005-8012-3469
https://orcid.org/0009-0005-8012-3469

Gt § b LSS SAYAY Sloler 8lysl JIL 96 cogad jo el ol il

investor confidence. The primary rationale underpinning securities regulation is the promotion of
informational symmetry among market participants, enabling each investor to make informed decisions
regarding the purchase or sale of securities. This objective relies on the premise that disclosed information
must possess the capacity to influence security prices meaningfully. Consequently, laws pertaining to the
capital market strictly prohibit the misuse of insider information. This study examines three core issues
related to “inside information” through a comparative analysis of European Union law: (1) Constituent
Elements of Insider Information: including “any undisclosed information of a precise nature,” “a direct
or indirect relation to securities, transactions, or the issuer,” and “a significant effect on prices or
investors’ decisions.” (2) The Affirmative Obligation to Disclose: encompassing “types of information
requiring disclosure”—including periodic and ad hoc disclosures, “timing of disclosures,” “possibility of
delay,” and “disclosure quality.” (3) Prohibition of Insider Information Abuse: addressing “types of
prohibitions,” “persons subject to restrictions” (primary and secondary holders of insider information),
and “the legal validity or invalidity of transactions based on insider misuse.” In conclusion, this analysis
affirms that Iran’s approach of integrating foreign legal systems—particularly European Union norms—
into the drafting of its Securities Market Act was largely successful. Nevertheless, effective comparative
law application requires a nuanced understanding of domestic legal foundations and an avoidance of
mechanical copying. This article is a clear example of practical application of comparative studies in
enhancing regulation quality in capital market. Notably, where Iranian legislation did not explicitly mirror
EU provisions on confidential information, corresponding directive regarding information disclosure for
issuers registered with the Stock Exchange Organization—were subsequently incorporated into national
instructions, therefore Iranian securities regulations are fully aligned with European documents.
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2. Fox, M. B., Lawrence R. Glosten and Gabriel V. Rauterberg. The New Stock Market: Law, Economics,
and Policy, New York: Columbia University Press, 2019, P 1: “Whereas many market transactions involve
the consumption of goods that provide personal utility, transactions in financial markets involve the pursuit
of claims on future cash flows and control rights”.
3. Armour, J. et al. Principles of Financial Regulation, UK: Oxford University Press, 2016, P 102: “The
price of a security should therefore reflect the sum of the present values of the stream of future interest or

dividend payments and the price of the security at the date at which the investor anticipates selling it”.
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1. Model Law on the Securities Market, adopted by the Interparliamentary Assembly of the Member Nations
of the Commonwealth of Independent States (November 2001), article 32(1): “Insider information is any
undisclosed information on securities and operations with them, as well as on the issuer of these securities
and the activities carried out by it, the disclosure of which may have a significant influence on the market
price of these securities”.
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Directive 2003/6/EC of the European Parliament and of the Council of 28 January 2003 on insider dealing
and market manipulation (market abuse), Art 1(1): “Inside information shall mean information of a precise
nature which has not been made public, relating, directly or indirectly, to one or more issuers of financial
instruments or to one or more financial instruments and which, if it were made public, would be likely to
have a significant effect on the prices of those financial instruments or on the price of related derivative
financial instruments”.
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Regulation (EU) No 596/2014 of the European Parliament and of the Council of 16 April 2014 on market
abuse (market abuse regulation) and repealing Directive 2003/6/EC of the European Parliament and of the
Council and Commission Directives 2003/124/EC, 2003/125/EC and 2004/72/EC Text with EEA
relevance.
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Herlin-Karnell, E. and Nicholas Ryder. Market Manipulation and Insider Trading: Regulatory Challenges
in the United States of America, The European Union and the United Kingdom, UK: Hart Publishing, 2019,
PP 14-38.
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Insider Trading: How Jurisdictions Regulate It (March 2003), P 99.
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Case C-384/02 Knud Grongaard and Allan Bang [2005] ECLI:EU:C:2005:708; Case C-391/04 Ypourgos
Oikonomikon and Proistamenos DOY Amfissas v Charilaos Georgakis [2007] ECLI:EU:C:2007:272; Case
C-45/08 Spector Photo Group NV v CBFA [2009] ECLI:EU:C:2009: 806; Case C-19/11 Markus Geltl v
Daimler AG [2012] ECLLI:EU:C:2012: 397; Case C-628/13 Jean-Bernard Lafonta v Autorité des marchés
financiers [2015] ECLI:EU:C:2015: 162.
Steinberg, M. 1. Understanding Securities Law, USA: Carolina Academic Press, Eights Edition, 2023,
chapter 12, PP 473-502; Loewenson, C. H. and Ruti Smithline (eds.). Insider Trading: Law and
Development, USA: American Bar Association, 2017, Chapters 2 & 3.
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3. Moloney, N. EU Securities and Financial Markets Regulation, UK: Oxford University Press, Fourth
Edition, 2023, P 700.

Yo



G § iad S SS SAYAY Jloles lhsl 50 6l cusal jo ikl §eie iES

oS asl Jeologlogl degazme b o5z ge Jlmloelogl degazme 5| (S a5 090 gme (rre Zonle a2l
3929 o Esdg lamil Jedao joboas ool 7, a5 il (solagg, 4y LU L 00,5 oloml 0y, oo jUatil ¢ Jadas jgboay
ol Jleim! 15 o)l spFamn Sl a5 sl jakie st Hupe Sledbl 4SSl bgyie o)l
Sloj oMbl a5 sls pl 5 Vs o580 ol L0l ol Il slalnl cdd o 1) slaug, L Jlgxlgelos]
b cewl oads 3omme a8 Ton b a8 ol ails o,lil golagg, b Comdy 4 a5 Cawd (09 «Q.;.m» ESTRS
Bb Sledbl pl a8 sl o] Sl &S5 aiz e 0,5 dw e S0l ol £585 Ole oo hlaie jebay aS
e S ey 08" (6 T A Jlo sbolnl caed o5l 3l 8L 0 T 51 oy a5 sl paseis 03]
Ol golazdl )35 51 b5yl sl (B Slsiz HRila O g0 p0 = Al o8 Casys ST (2o - GialeS b IS
lcansy 5l slacgoma 4 o,Lal € Jlgmlyelogl degamme® o biplys g anlyss € puned Sledlbl iy 25 Jgoice
Aiile asS woly8 |, €olagg P SO £989 (5l (5 g AL £989 S0 gy b e Conl fSae S 500
€laggy (lio ;o .c8 18 Jbo poe anli gym o o slul cyp g 0lo,1,3 SO slinsl gl o l> l,STiw
olawl ol cugar auile aidl oo Bl ey 5l el ddads G0 AT o jls s le g el (go0laS ) 4y o Ll

NUA S JUR VLI SRR ROy -
d)loﬁwm@gﬂlw—wyO;A@MMduﬁ,k;ﬁ)awuﬁglﬁm)l P 0
Sledbh a5 cnl ;1 Sl Sledbl sla Fhg alosjl a5 0 Lo - g, Lol Gga> 40 Slas Dledbl iy a5
w8 bdsls ;o 5 ledo ).,L..a b Sy o0 Hla3 45 aS) lpl el o «Q;_u» Cople fxils Shg Bis
30 70 S Lyl aolesl s jo Mol (pl b pasu¥ (BaS o das Slal laas ( Jlas b o) sl
38 owlgd aST 5 &8 Ly cails yate cpl slal a5 sae glime 4y (g8 cod 1) (Gl 0050 )l ! 5B yo

! Regulation (EU) No 596/2014 on market abuse, Article 7(2): “For the purposes of paragraph 1,
information shall be deemed to be of a precise nature if it indicates a set of circumstances which exists or
which may reasonably be expected to come into existence, or an event which has occurred or which may
reasonably be expected to occur, where it is specific enough to enable a conclusion to be drawn as to the
possible effect of that set of circumstances or event on the prices of the financial instruments ...”.
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“The information has to be of the precise nature”; OICU-IOSCO, Report of the Emerging Markets
Committee of the International Organization of Securities, Insider Trading: How Jurisdictions Regulate It

(March 2003), P 99.
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Case C-628/13 Jean-Bernard Lafonta v Autorité des marchés financiers [2015] ECLI:EU:C:2015:162, para
31: “[T]he only information excluded from the concept of ‘inside information’ by virtue of that provision
is information that is vague or general, from which it is impossible to draw a conclusion as regards its
possible effect on the prices of the financial instruments concerned” [emphasize added].

3. www.codal.ir
4. Regulation (EU) No 596/2014 on market abuse, Article 17(1).
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!, Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the
harmonisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market and amending Directive 2001/34/EC, Article 21(1) & (2).

2. Ventoruzzo, M. and Sebastian Mock (eds.). Market Abuse Regulation: Commentary and Annotated
Guide, UK: Oxford University Press, Second Edition, 2022, para B.7.65.

3. “The market information” v “The corporate information”.

4, Ibid, para B.7.69.
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I, Regulation (EU) No 596/2014 on market abuse, Article 7(1): “Inside information shall mean information
.. if it were made public, would be likely to have a significant effect on the prices of those financial
instruments” (emphasize added).

1S5l (] Caosd 38l @il o) € o Sl Lol b assye lise o p5b» (sline 4 (@ significant effect) cuonlly 136

Kalss, S., Martin Oppitz, Ulrich Torggler and Martin Winner (eds.). EU Market Abuse Regulation: A
Commentary on Regulation (EU), No 596/2014, UK: Edward Elgar, 2021, para 7.028.
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“The information is likely to have a significant effect on the price of the securities concerned”; OICU-
I0SCO, Report of the Emerging Markets Committee of the International Organization of Securities, Insider
Trading: How Jurisdictions Regulate It (March 2003) p 99.
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I. Swan, E. J. and John Virgo. Market Abuse Regulation, UK: Oxford University Press, Third Edition,
2019, para 4.16.

2, Price-sensitive information.

3. Regulation (EU) No 596/2014 on market abuse, Art 7(4): “For the purposes of paragraph 1, information
which, if it were made public, would be likely to have a significant effect on the prices of financial
instruments [...] shall mean information a reasonable investor would be likely to use as part of the basis of
his or her investment decisions”.

4, Ibid, recital 14.
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2. The Committee of European Securities Regulation (CESR), Level 3- second set of CESR guidance and
information on the common operation of the Directive to the market, July 2007, CESR/06-562b, para 1.12:
“The Directive test is ‘likely’ so on the one hand the mere possibility that a piece of information will have
a significant price effect is not enough to trigger a disclosure requirement but, on the other hand, it is not
necessary that there should be a degree of probability close to certainty”.
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