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In the first insider trading case involving cryptocurrencies, a crypto trader was convicted
of insider trading in federal district court and recently sentenced to 10 months in prison.

The defendant, Nikhil Wahi, pleaded guilty in the U.S. District Court for the Southern
District of New York to illegally trading on information tipped by his brother, a former
Coinbase product manager. According to his plea, Wahi used that information to trade on
40 different kinds of crypto assets were scheduled to be listed on the Coinbase platform
between April 2021 and July 2022, when he was arrested. Prosecutors alleged that Wahi
used those tips to sell crypto assets for a profit. Under the terms of the plea agreement,
Wahi agreed to serve ten months in prison. Wahi’s brother, Ishan Wahi, has pleaded not
guilty and is due to appear in court in March.

While insider trading is hardly an uncommon charge, the conviction represents the first
insider trading conviction in the cryptocurrency market – but it is unlikely to be the last.
Following Wahi’s guilty plea, the U.S. attorney for the Southern District remarked that the
sentence “makes clear that the cryptocurrency markets are not lawless.”  Indeed, ever
increasing scrutiny over the crypto industry has come from both prosecutors– including in
the infamous FTX case – but also in the regulatory context. Just this past summer, the
U.S. Commodity Futures Trading Commission Chairman urged congressional action on
crypto regulation, while the SEC Chair Gary Gensler has been clear that he plans to use
the SEC’s powers to increase oversight of the crypto industry, including in enforcing
conflict of interest laws.

Wahi’s conviction appears to be the latest in a series of government actions seeking to
increase oversight of the cryptocurrency market – and deter possible criminal activity.
While his insider trading conviction follows longstanding enforcement theories, the
government could use novel approaches as it grapples with how to regulate the
emerging crypto industry. This possibility underscores the important role that outside
counsel can play in helping companies and individuals succeed in the crypto market
while minimizing prosecutorial risk.

https://www.justice.gov/usao-sdny/pr/defendant-sentenced-groundbreaking-cryptocurrency-insider-trading-case#:~:text=Nikhil Wahi Was Sentenced to,Asset Listings on an Exchange
https://www.reuters.com/legal/ex-coinbase-managers-brother-sentenced-10-months-insider-trading-case-2023-01-10/
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwjo8_-8gb78AhWSGuwKHQ1hALQQFnoECAwQAQ&url=https://www.cnbc.com/2022/12/18/how-sam-bankman-fried-ran-8-billion-fraud-government-prosecutors.html&usg=AOvVaw2Z4Gozg8nlhujzlh0n09r7
/usr/local/localcache/wwwroot/public/../../alert/cftc-head-urges-congressional-action-on-crypto-while-sec-leader-says-crypto-rulemaking-is-years-away
/usr/local/localcache/wwwroot/public/../../alert/cftc-head-urges-congressional-action-on-crypto-while-sec-leader-says-crypto-rulemaking-is-years-away
/usr/local/localcache/wwwroot/public/../../blog/sec-eyes-further-crypto-regulation-as-concerns-over-conflicts-of-interest-loom
/usr/local/localcache/wwwroot/public/../../blog/sec-eyes-further-crypto-regulation-as-concerns-over-conflicts-of-interest-loom


View original.

Related Professionals

Julia D. Alonzo
Senior Counsel

•

Michael Guggenheim
Associate

•

Proskauer.com

https://www.corporatedefensedisputes.com/2023/01/client-alert-first-of-its-kind-crypto-insider-trading-conviction/

