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Perhaps the only individuals currently less popular than Wall Street bankers are members of 

Congress.  At a time when the Occupy Wall Street protests have captured the attention of the 

country, public approval of Congress has plummeted to historic lows; Congress currently faces an 

11% approval rating, the lowest ever recorded by Gallup. Partly due to its unpopularity, Congress 

has finally decided to give serious consideration to the Stop Trading on Congressional Knowledge 

(STOCK) Act, which would ban members of Congress and federal employees from making financial 

trades based on non-public knowledge gained through their jobs. 

Although members of Congress and federal employees are bound by current securities laws, 

many experts believe that they are not prohibited from buying and selling stock based on 

information learned through private meetings, hearings, or other Congressional activities.  While 

there is disagreement about whether this interpretation is accurate – other experts believe that 

current insider trading laws apply to trading on non-public Congressional information, even if it is 

not technically private – no one has been prosecuted for such activities. If current federal securities 

laws do not clearly apply to activities of members of Congress and the STOCK Act is not passed, 

members of Congress and federal employees can beat the market by making profitable trades based 

on Congressionally related information that is not necessarily public.  In fact, though it is difficult to 

determine whether inside information has played a significant role, studies have found that members 

of Congress routinely outperform the market, with Senators beating the market by an average of 

12% annually.  

The STOCK Act, which was first introduced in 2006 by Representative Louise Slaughter (D-

NY) and former Representative Brian Baird (D-WA) and has been reintroduced several times since, 

would prohibit members of Congress and federal employees from trading on non-public 

information obtained through their jobs. It would also increase regulation of companies that engage 

in the gathering of “political intelligence.”  An example of “political intelligence” is where Wall 

Street firms hire lobbyists not to influence legislation but to obtain inside tips about future 

legislation, which provides trading advantages.  While the STOCK Act failed to garner much 

attention over the past five years, a CBS “60 Minutes” story in November 2011 highlighted the 

suspicious (yet likely legal) trading practices of several members of Congress, including Speaker of 

the House John Boehner (R-OH) and Minority Leader Nancy Pelosi (D-CA), and has led to greater 



public interest in the bill.  The STOCK Act now has broad bipartisan support, with 241 co-sponsors 

in the House of Representatives, including some high profile converts, and 30 co-sponsors in the 

Senate.  One new supporter of the STOCK Act is Representative Spencer Bachus (R-AL), Chairman 

of the House Financial Services Committee.  Bachus was among the prominent figures highlighted 

in the “60 Minutes” program and was accused of improper financial trading during the 2008 

Financial Crisis.  Since then, Bachus’ Committee has held hearings on the bill and even scheduled a 

mark-up session in December 2011, although this was ultimately postponed due to a dispute 

between Bachus and the Republican House leadership.  Despite this setback, the STOCK Act has a 

good chance to pass the House.  House Majority Leader Eric Cantor (R-VA) has recently stated that 

he plans to push for passage of an expanded version of the bill in early 2012.  This indicates that the 

House leadership will not stand in the way of a bill that has broad, bipartisan Congressional and 

public support.   

Trading on Congressional knowledge may not be very pervasive because many members of 

Congress self-regulate by using blind trusts or leave their portfolios to financial managers, but many 

argue that even having the option to use what might be viewed as insider information is 

unacceptable.  As Senator Scott Brown (R-MA), a sponsor of one of the Senate versions of the 

STOCK Act, stated, “Members of Congress should live under the same laws as everyone else. If 

they trade on inside knowledge to line their own pockets, they should be punished. Serving the 

public is a privilege and honor, not an opportunity for personal gain," (“Senators introduce ‘STOCK 

Act’ to stop "insider trading" in Congress,” CBSNews.com, November 15, 2011). Still, opponents of 

the bill argue that the STOCK Act is not broad enough, will establish that Congress is above current 

insider trading laws, and will have little impact because of the perceived hesitancy of the Securities 

and Exchange Commission to aggressively regulate Congress because Congress sets its budget.  

Regardless, the STOCK Act is a step in the right direction. Passing the bill would be the right thing 

to do in any situation, but it is especially critical now assuming Congress wants to avoid losing the 

last shreds of credibility it has left with the American people. 
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