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“harsh and excessive”. The tribunal
directed Sebi to “listen” to them before
passing a final order.
On31Januarythisyear,Sebipassedthe

final order, imposing a fine of ₹2.6 crore
onManiar and 12% interest from the day
hemade his last trade. Additionally, the
regulator finedChaudhriandManiar₹30
lakheach.Theregulatoralsoretainedthe
ban—the two executives cannot partici-
pate in the securities market, either
directly or indirectly, for a year.
“BothManiar and Chaudhri can chal-

lenge Sebi’s order by appealing to SAT
again.Their appeal cancover all aspects,
including the imposed fine and the trad-
ing ban,” said Agrawal of Regstreet Law
Advisors, theMumbai-based law firm.
Both Chaudhri and Maniar are no

longer employed with their respective
companies.WiprosackedManiar inSep-
tember2021,whileChaudhri left Infosys
in April 2021. Mint could not ascertain if
Infosys sackedChaudhri.
Maniar, inhis late-50s,didnotrespond

to amessage sent overLinkedIn.Maniar
runs Botree Software International, a
Chennai-based privately held software
company.Meanwhile, amessage sent to
Chaudhri seeking commentwent unan-
swered. Chaudhri, too, has set up a soft-
ware firm in stealthmode for now.
An email sent to Infosys and Wipro

seeking commentwent unanswered.
In apreviousorder, passedon26June

2024,Sebi imposedapenaltyof₹25 lakh
onInfosys for failing toestablish internal
controls that prevented insider trading.

DON’TBEGREEDY

The latest insider trading episode
raises questions on how prevalent

thepractice couldbe.More importantly,
how can other companies look to limit
such practices?
Some experts vouch for tougher pun-

ishment as an antidote.
“Those indulgingin insider tradingand

makingaprofitworthcroresmustnotbe
let off with a small fine worth lakhs. The
punishmentmustbesuch that it causesa
pinch,” said Shriram Subramanian,
founderof InGovernResearchServices, a
Bengaluru-based proxy advisory firm.
“Companiesmustsensitizeemployeeson
theperils of insider trading,” he added.
WeaskedprofessorVenkateshPanchap-

agesan,whoteachesfinanceandaccount-
ingattheIndianInstituteofManagement,
Bangalore,on the lessons fromthiscase.
“Theage-old lesson—itdoesnotpay to

begreedy,”hereplied. “Hereare twosen-
ior executives, possiblywith a very good
compensationpackage, still tryingtoearn
more.Nodifferent fromcountlesscasesof
insider tradingovercenturies,”headded.
“This episode suggests that the net of

people with whom insider information
canbesharedtogainanundueadvantage
is fairly large,andalsopotentially includes
ex-colleagueswhonowworkatacompet-
ingfirm,”saidAnirudhDhawan,professor
of finance at Indian Institute ofManage-
ment, Bangalore.
Sebididrecentlyamendinsider trading

regulations, expanding the definition of
‘connectedperson’andbroadeningcertain
provisionsfrom‘immediaterelative’to‘rela-
tive’,thusincreasingitsenforcementscope.
“However,pre-emptinginsider trading

remainschallenging, asdetection is typi-
callypost-facto throughsurveillanceand
investigations,” saidAgrawalofRegstreet
LawAdvisers.
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HOWSEBI TRACKEDDOWN
AN INSIDER TRADER

A formerWipro executive allegedly profited from insider information when Infosys announced its largest deal

mint
SHORT
STORY

Infosys bagged amega
deal in 2020. Sebi found that
Ramit Chaudhri, who worked
at Infosys, passed this insider
information to Keyur Maniar,

his friend atWipro.

WHAT

Maniar subsequently bet on
Infosys stock rising—he chose

call options as his trading vehicle.
In those trades, the executive

allegedly made profits
amounting to ₹2.6 crore.

NEXT

Sebi’s final order, on
31 January, imposes a

₹2.6 crore penalty onManiar.
Sebi has also banned the duo
from investing in the stock

exchanges for a year.

NOW
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B ig deals at informa-
tion technology (IT)
services companies
guarantee big money
annually. More so, if the

deal value is over $1 billion. And when
announced, theycould lead toabumpup
in stock prices.
Infosys, for instance, bagged a 10-year

deal valued at $1.89 billion from Van-
guard,anAmericaninvestmentcompany,
on 14 July 2020. Before the deal was
announced, the shares of India’s second
largest IT exporter were trading at
₹792.95 a piece. Prices rose nearly 5% to
₹830.95 aftermarket hours on 15 July.
So, what happens when employees,

‘insiders’ in a company, pass on such big
ticketdeal informationtofriendsandfam-
ily before they aremadepublic?
This is thestoryof twofriendsworking

in tworival ITgiants inBengaluru.One is
a chartered accountant (CA) by training
and the other, an engineer. The Securi-
tiesandExchangeBoardof India (Sebi),
India’s market regulator, found the
duo guilty of profiting from infor-
mation that isnotpubliclyavaila-
ble—in other words, insider
trading—andhasbannedthem
fromthesecuritiesmarket for
a year.

FRIENDSAMONGRIVALS

The two central characters of this
story are Keyur Maniar and Ramit

Chaudhri.
Both worked at Wipro, India’s fourth

largest IT services company,
between March 2012 and
December 2014. Maniar
served as Chaudhri’s
reporting boss. The
two became friends
andtheir friendship
continued even
after Chaudhri
joined Infosys.
WhileManiarwasa

seniorvicepresidentat
Wipro at the time, Ramit
Chaudhri started working
withInfosysBPM,asubsidiary
of Infosys.
Maniar was part of a Wipro team

that bid for the Vanguard contractmen-
tioned above.
IT services firmsusually takebetween

12and18monthstoclosemega-valuecon-
tractswithFortune 100companies (Van-
guardGroupmanagesabout$9.3 trillion
inassets).According to threeexecutives,
InfosysandWiprostartedworkonpitch-
ingfor thiscontract,whichincludedman-
agingVanguard’s software processes for
its record-keepingbusiness,early in2019.
According tooneexecutive, Infosyschief
executive officer, Salil Parekh, met with
Vanguard’s top brass in the last week of
February 2020.
By March 2020, Maniar realized that

Wiprowasno longer in contention.
However, he and Chaudhri, who by

nowwaspart of an Infosys teamworking
ontheVanguardbid,continuedtodiscuss
the progress of the deal, according to a
93-page order by Sebi’s whole-time
member, AnanthNarayanG., dated
31 January this year.
On 25 June 2020, Infosys

informedsomeemployees that it
had bagged the contract. This
includeddetailsaboutwhatInfo-
syswouldbe expected todo, the
team size, and other information
needed for the company to start
workingon theproject.
Four days later, on 29 June, Infosys

informed a larger set of employees
about thewin and said that the company
wouldmake this newspublic in two and
half weeks.
In its initial investigations, Sebi found

thatChaudhriwasamongthe1,595execu-
tiveswhoknewthevalueof theVanguard
contract and the date of the announce-
ment.Themarketregulatorcontendsthat
sincedetailsof thedealwin, includingthe
date of the announcement, were known
by29June, it triggeredthestartofwhat is
known as ‘unpublished price sensitive
information (UPSI)’.
After analysing call data records

betweenManiar andChaudhri and their
past work history, Sebi concluded that
Chaudhri shared this price-sensitive
information withManiar. “There was a
crucial call on 8 July 2020 between
Ramit (Chaudhri) and Keyur (Maniar)
which went on for almost 20 minutes.
Seven minutes after the conclusion of
the call, Keyur started placing orders in
the scrip of Infosys,” Tarun Agarwala,
the Securities and Appellate Tribunal
justice, said in an earlier order, dated 30
March 2022.
Simplyput,Maniarwas bettingon the

Infosys share price to jump.

COOLPROFIT

Maniarchosecall optionsashis trad-
ing vehicle—these are financial

contracts thatgive theholder theright to
buy an underlying asset at a predeter-
minedprice on a future date.
Sebi found that after Infosys

announced the deal on 14 July 2020,
Maniar soldhalfof thecalloptionshehad
taken. The executive sold most of the
remaining half of his call options on 15
July2020,before Infosysdeclared its first
quarter earnings for the year.
During these transactions, Maniar

madeacool₹2.6croreprofitonaninvest-
ment of about ₹78 lakh.
The other trading pattern that con-

vincedSebiabout the insider tradingepi-
sode?Maniarwasnot a familiar trader in
Infosys shares.
“During the week prior to the

announcement (i.e. during 8-14 July

2020), Keyur’s trading concentration in
the scripof INFYwas99.6%,whereashis
trading concentration during the look-
back period, i.e. 20 May 2020 to 1 July
2020andlookforwardperiod, i.e.29July
2020 to 9 September 2020 was 0%,”
Sebi’s firstex-parteorder,dated
27September 2021, stated.
Look-backand look-forward

periods are time frames stock
market participants use to
examine trends, indicators,
and trade patterns. They can
range from a few days to
months or even years. In
Maniar’s case, Sebi’s investiga-
tion considered 42 days as the
windowtoexamine tradesexe-
cutedbyhim.An interimex-parte order
refers to a temporary court order that is
passedbasedon informationanalysedby
only one side—in this case, Sebi.
The current Sebi chair, Madhabi Puri

Buch, signed the September 2021 order

restrainingChaudhriandManiarfrombuy-
ing,selling,anddealinginsecurities,either
directlyor indirectly,until furtherorders.
Buch was a whole-time member of

Sebi and took over as chairperson on 2
March 2022.

SYSTEMALERT

It is unclearwhat causedSebi
to probe this episode. The

market regulator says its
“internal surveillance” initi-
ated the probe.
“Sebi’s surveillance system

flaggedunusual tradingactivity
in Infosys shares around the 14
July2020announcementof the
Infosys-Vanguard deal,” said

SumitAgrawal,apartneratRegstreetLaw
Advisers and a former Sebi officer. “The
Sebi order confirms that the case origi-
nated fromits alert system,notawhistle-
blowercomplaintoranemployee tip-off.
This triggeredapreliminaryexamination

and investigation into potential insider
trading,” he added.
What trading data alerted the market

regulator’s system?
“Inmostof theOTM(outof themoney)

call option contracts, Keyur had created
the highest positions just prior to the
INFY-Vanguard deal announcement

madeon14July2020andhadmadea
significantcontributiontototal

market open interest (the
total number of futures
contracts held bymarket
participantsat theendof

thetradingday),”
reads the Sebi
order. “How-
e v e r , h e
squared off
most of these
long positions
on the next day,
even before the
announcement of
financial results”.
In a long position,

an investor buys
shares of a company,

expecting the price to
increase in the future.

CANCERHELPLINE

Both Chaudhri and Maniar filed
their appeals against Sebi’s 2021

ex-parte order before the Securities and
Appellate Tribunal (SAT) the same
day—27December 2021.
In his appeal to both Sebi and SAT,

Maniarargued that themarket regulator
couldnotproveChaudhri’s involvement
in passing the sensitive information to
himbasedonasinglephonecallbetween
29Juneand14July2020.Claiming inno-
cence, he further added that the phone
conversation revolvedaroundChaudhri
seekinga secondopiniononhismother-
in-law’s cancer treatment fromManiar’s
wife, a doctor.
Finally,Maniarclaimedthathewasnot

an“insider,”asSebiconcluded,becausehe
didnothaveaccesstoprice-sensitiveinfor-
mationorknowledgeof thedeal’s date.
Chaudhri, on the other hand, argued

that all deal expansion plans were not
price-sensitiveandthat therewasnocon-
nection between the Vanguard deal and
Infosys share price rising. He stated that
theITmajor’s shareswereontheupswing
since thebeginningof 2020.

BANANDFINES

SebididnotbuyManiarandChaudhri’s
arguments. It also dismissed that

Chaudhri had calledManiar to discuss a
second opinion on his mother-in-law’s
cancer. The regulator questioned the
needforseekingasecondopinionafterhis
mother-in-lawunderwentcancer-related
surgery on6 July 2020andnot immedi-
atelyafterdiagnosis,on1July. Inaddition,
the regulator found no medical reports
thatwere exchangedbetween theduo.
Sebi conceded that it could not estab-

lishwhetherChaudhrialsoplacedbetsor
received a share of his friend Maniar’s
profits. Nonetheless, the regulator con-
cluded that Chaudhuri “committed the
egregious violation of conveying the
unpublishedprice-sensitive information
pertaining to his company’s announce-
ment of theVanguarddeal”.
While SAT declined to grant relief to

the duo, it did observe that restraining
both fromthesecuritiesmarket forayear
withouthearingtheir sideof thestorywas

was 0%, March 20
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WHO’SWHO

Source: LinkedIn and Mint research

 CURRENTLY IN his 50s; graduated as an
engineer in 1992 and completed MBA from
IIM Ahmedabad in 1998

 CORPORATE CAREER spans about 33 years

WORKEDWITH companies such as TCS,
Capgemini, and Wipro

 SACKED FROMWipro in September
2021—he was a senior vice-president

 CURRENTLY HEADS Botree Software
International Pvt Ltd, a software company in
Chennai

KEYURMANIAR

 CHARTERED ACCOUNTANT and is in his 40s

 PROFESSIONAL CAREER spans 24 years

 HASWORKED with KPMG, Wipro,
Infosys and WNS

 LEFT INFOSYS in April 2021, where he
was the solution design head

 CURRENTLY A co-founder in a software
development company

RAMIT CHAUDHRI
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