:H

AR

H ] D B I

SRl RE e HLG R ZE 2
ﬁﬂ:jbnafi%% 48 ﬁ

i3 5 FEIRIC B9 %

l]‘

IZDOWT

AWWRIEA H AT BRI
SR I | RS



W35 2 FRIKIC B B R EFFI Bl o B g 12 DT

(“FR% 26 45 11 H 26 HEBAfE)

Wi Bow RS
(FLAi R R AR Bk B I 7 R #d%)

H &
[ A o) R L LR L R T T T P P PR PRy 1
M. 34A4ETEHH] 10D — 5 OB «evvvrrrrmmmmmnemniiiiiiiiiiii 2
. Basic EFIJ (;% (1988 ﬂg) ............................................................ 3
V. Halliburton I *[J (;% (2011 5_1'5) ................................................ 5
V. Amgen HIHE (2013 4F)  corrrrrrmmrrrr 7
VI. Halliburton II ] (;{ (2014 flg) ................................................ 9
=} = P P PRI 25
i&%:%& L S o R ettt 42
?/%f 7H, .................................................................................... 58



H
Of

s
W o

B

4
4
4

7

w3

AT ==

4

n
W
7

7

if 78 A

s

Hil
i)
m

HE®FHH

7K

I O£ Sy
il R

1

Sl Re s [T ZE 43 R o PR 26 45 11 A 26 H)

BT ®HEH
FH 25 om 3 RR

Gl

H* =

P

e
pau
K

e =
W o

ur
PR

F
TR > W

Ftd

@
tF X

ARk Ko B B B F e B

WK EEREEBER A e R %

PR REERAEBETR e R 22
FOUREER PR BUR e RHIE %
WK R EEBER B A 7R g
VN YN LR S P R S €S

P EHBRAFEREREHT -~ F— - L
DR7WNE SERE S €

X YNESERE S5 A TR A =L A =

G RT R A R T YR R

FA RS AT B
WF—7 - V=TV -+ 74—

KHGESR 7V — 7 ARA AT B R AT R

SMB C H B35 &

ZFEUFJEVFY - 2% v L —iEREERE

HRGESR G [T s i 0 7 v — 7k

H ASGE S5 B iF 78 i Bl =

H ARS8 G iF 78 i 5 5 B3
(BlCFrgs )

ii



HIICHTY 2 RFIRIC B9 2 R ETFIBI o Ehig i2owWT

FHEEIESRE EANCRD T L20T, 64 RIS SEGE EES 2GS
TV EEd,

AKHIZ, EROMHBBIEEDPFRRE 2 EINLTFETLEY., RO EE
WIHETIRETTOT, Al ESZ SETWZEE T,

TP AFERBIENT LT AT —N—ILHEH I DD T L72OTIH
HEFTVEEET, LY, SMBC HEFEFEE T EOHIRIE A
IZZBIMn 7272 Sl E Lz, ¥ TLA LBV LET,

ICZHEANDEBY ., RHIZ, FRHRZOEBHAREE L) [T I
T AT A KEHBIOBANZONWT] L W) F— TIHEE W72
(T e oTwET, ZNTIE, BBEE, IALIBEVWLET,

(RHEZEQOH]

FBZEE FMHRFORBETIIVIT,

ARHIZ, FEOKEHF 322 LIFTITHAL. /2. FHOEm %
ELVLBALIwERSTBY 9,

BFIICEMNERE LT, ZO320HIOFELE LY 2 X 2 FEAFLTH
DNEFTOT, 2OLY 2R foTaiz LTWELWERWE T,

I. ZL®IZ

TAVIOHBIZRY) LIFTE )W) BRPDHLDPEN) ZEHDTY
hEd, 121, TAV A EHB L TWLIHAMBRHELH > T, TOHAK
BEICLSTEITRZ FTA-T 7Y a VIZBELOENRRES S L RWE,
9 120k, BRI FX - 77 yavidhvbiycaignsd, &
BRtfIc DO REETOBEDVTIEIZEAIL > TBY ETOT, ZDik
HAEZLLETEBEILRLIDOTIZERNET,



0. 344EEHI10b — 5 DB

BHEHNBFIZA>TWEE T,

34 FEEHBAI10b -5 1d, 1934 FFEFFMG 10 5 (b)) HIZHED W T,
1942 412 SEC All7E L 7-REPIIERHTH ) L THBIIX 2D 10 % (b)
HEOHAI10b -5, DLF, #F LT [Rule 10b-5] L \WwWnwWE 995, Th
DRAADRERE L FHRT LML 25 2 L, ThOERNTFRER»EE
ENTVLLEADOTEET L, ok Db, Rule I0b-5DOUEDNHIZZDHE
thEFEABNTEADOT, HFIETETY - O— EOFEROESZ 5D T, A
FIFRARE R OB 2 HIWT L C & F L7zs WBHZ LiuX, FAAA Rule 10b -
SIZEEDWTHERE 2B 1T [ HEIC L 2 EELANERIR T 72ITEE ]
(KB DX (scienter), [NFEFRRF 7213 EME L FAEHOTE & OBFR] (in
connection with) [ REFIR T 721 ZEWE~DIEFE ] (reliance) [ FEFTEL |
[THERFBIAR ] (loss causation) ZFEAHL 274U ) FH A

INLOEGDH B, HEM, B, HERRBR L ORFEIEEOZM4:
X, ANEFREEEREERL 2HEAEELEMTH Y . FESHBO LD
B CTEoEMEZ EOREIH L 20NI% 6 2wl THbnTE E
L7z

RN EESIY) L7203 BEOBEMETY ., FEHE 1 [FEDFED
SEHW TS0 NERRFEELREREEZ L] ZEKL,
B D VIIABREES721Z) BV nnd LRLFEATNEDL ., RBERED
BAE (RSN Lo 2FELMO SN TV O FEEPRL - 12T T
HE)BEBERZTETHAH) L] FERLET, BEOEMHIIAERR
EREOITE L B AESFEBEGRZ 0T, WE| &R Z S HEE R RBERI
LC. BEIRERERE DIFIENE T 2D HIZOWTHET L 72028 1988 4
@ Basic HJikTT,



Il. Basic HPt (1988 %)

(Basic Inc., v. Levinson, 485 U. S. 224 (1988). f## & LC. flifs [ &5
WOBR & RFFFE— Basic Hlikz il & L T—] BB RFEEGE 133
5 (1990) 1 Ho)

[F3]

Basic 23 & B OLEWH TH L L V) FHEXRL, Az LTk
WEDFEIES RLAZ EIIx L. Basic #i#kZ SEHI L 72k A
OO BEE BT A7 T A - T v arafgie i,

IR EFRARBAI 234 (b) H (3) Fi2kz &, M4 DFEEFICHT
HEHOMEL Y S, 77 AN @O FEE R E F 72 3 FFEMED LR T
LY G AOBTNIERD SNk A, HEIRH G EHFTIEEOHE
ERROT T A% Lz 87 RIEIXFZEFREHANL 7 T A3 2 MR L
72OT, wEm#Eid. GOFCHRICHEH SN EEEOLENCPIIH HRE
Men) ZEEBIT, 7T ADRBEDKNZ, BHFERITH T 2 EHED
RIEWEE 7 T A - A UN—IZERET, BEOWEELY I L7 Lh5#EY)
MPED) IOV THEE LFRE RO,

DR, Loy a X8I 7205, ZEHhro@Eilz L2 D TH ) 0T,
TORIERLZE v,

€ilk=9
PR A

IR 4 ZEBESS (fraud on the market theory) & &, BT Y
2BV TR OGN, SttB LT DFEEIHE T 2 HRICIED W THE
SNDEDREHRIIUD FEDPAEFIRICERMEIML L 2o 7255 T,
Wt OARFERR E FEOEAREA L OMOREERE RO LHHTH S,
o OHFIL, T 57RO A INEL —KIZFHi§ 5 2 & T



(E7 < BHIBTAS, FBA ST R 2 AR LKL L <L B KX
AR RE L IEE A RO E DU N E ) DEERT LI LD D,

JFHEIZ, BR SN0 LFENFREINIZE LS, HEVIE. AFE
FIRD oIzl LB ED LI IATE L T2 2 Rk &5 2 LT,
AR TG % L E SIS, RE»OIEBEN 2 VAFRTLZHRT I &
27 %, BEOHEIE. BNIE. AF. FRME. BLORBEREOBLLI,»S
RCh, BFEFMCVAETE IR T 2HH R AETH D, RETHRHS
N7 fEHEHOHEE L, Rule 10b-5 R EIRET 2 2 L1242 5A%, FUL,
AT OFEN (ntegrity) 12T 2R EZEDOEELRET S L)
1934 FEEOVEBOR L DA TH 5,

WX, IV VABIUER LS L EZ HN TV D, RIEDFEE
WFgeid. BEEIC3sE L2 Tl | SN A RO iiiE2s. 3 XTox
BIEMAZ L CBY, L7225 C, BELAERREZ DML Tn5E
LERRLTWD, TR S N litE TR 2 TEE T 2585 13, 4
A OMEE X B L CEHEEIT> T\ b, £ <D (most) ABTHEHR
EHHAIEICKE S N TV A0 5, AR SN EERRELRIIHT 5%
HHOEEIE, Rule 10b -5 FFRADBRICBNWT, #HEESN) 2D TH %,

[White $J5, O Connor HJFo Fxt# )

FEF R 2 UEHNCHL) AN L LTh, Fhud, BHPT L h S HEMEK
OIMT {2 EDOTELHEED, FHEUWEIZLI>TITIRETH %,
CEEDS MR % 2 OB OffifEEZ K$ 2 D& LTEBEL WS Z
E BT H L. L OEE L. ifios St fififiE %2 S L CyvZewe
ERLEDE ZZMADIBEZIT) OTIE R\ D,

W8It 9 5 PRI RR 1L, 34 4R 185 (a) HEDERT % ks 25 HH
DEMZFIRECT L5, BILOHERE AR WIHEEZRET LT, 34
FEFEOSFEHMIZK L TV,



Z O Basic fliiE, URFHFEOEFREHAFAERM L7 THEE] 280 Th
e L, HEPRDOONLIZODOEMHEZRL TWEEAD, FEHRETIL,
HEEDFRO SN B 720121F, FHEE, (1) BEOARERRPR/E I T
BTk, (2) REFRVPEETHLZ L, (3) MRADPWRM LT THG|
ENTWDETE, (4) REFRRHP, HERIHRAOME L Ro TEHIi S 1
HL5DTHDH L, (5) FHED, REFERDP L INTHrLEENIEET S
FCOMIIKRROIF 275722 L 2FR L, EHL 2T RS2 wE L
F3, 2720, (4) 1220 TiE, BOHBITRESRL LB SR TWT,
HE 4 DDOZMENLELZLEEbNTWE T,

INAEFHRICH L, [RERREBFELEOZ TN 72 (/21333 -72)
filits & DM OEENY . FIARFEIIR L HHIE TG %2179 &) HED
PEL OB OB 2 Wi b 5 Wk 23S EHEOHEEAET ] & LT,
WEPBEINLHE LT, Ov—F7 v b - A=F—DEEEZH->TBY.,
BHIHE DS REFIRDFEE L Z T e h o 128E . QEEDBHIHHHIZEE L
TH) ., NELROEELZITHH L TWGE, @FE. fihomEr%
BL7zOTH L, MOBHTHG 2 1To 2G5BT T 9,

IV. Halliburton I3t (2011 42)

(Erica P. John Fund, Inc. v. Halliburton Co., 131 S. Ct. 2179 (2011). fi#gH.
E LTy BEMRKHL (T2 817 5 FHRE R OB & RERRBERO RO E
] 751979 5 (2012) 53 Ho)

[F3]

EPJ Fund %%, Halliburton #:72%5, 7 AN N FREZOEGIERN L8, H 5
RS L L PRIGE. ROt E OEHOfRICOVT, ]
BT SELRBBOMREIT o7 FERL T, 19946 H3 H2 5
2001 4F 12 H 7 HETICHEOMR 2 AL EEZREL T IR -T2
varEipE Lz,

HT ORI T (motion to dismiss) ZiBIF7z0 %, HFEHFTIZ. EP]



Fund i3, fERICHRZIBEREEBRLER L CB 53, S RFFRDHAI
235 (b) H (3) FOEMHZHI-SHEVE LT, 77 ADOR % i
L7ze 5 REIXDEHNL. 7 T AR 215572012, FEEITHEE KRS
FROFEHZ L2 NE R 6wk kD TWehbThb, £2T, 7T A
B D 72D\ E R R BLRDO AT &9 2y KA X L~V THH B
B—=HL TR o/lzOT, TOA—HEMHET 572010, KEHDVFEHE
R RO 72,

[HE] BEERL.

RUETHREFE L 77 ARTIZBT @O 2 T3 72012, B
DNFENLETH Y . EFEOFEHD 720|213 EE RN OFEHS L E &
Z 2710

Lo U, #ERECH B O 213, Basic HIHROGHED S IZIELB LS N v,
HERRLERIZ. HWERPAELREEEL 720G 0 & ZBRO 7 WFi
BT 2 DTH B ROBFRDPAEIIROIEELUNOZEFZ L > TEL
Jol ) FFER, WERDPRVOEBE TAERREBELINE) 2 (£
NDEETHN, HESINLGETHI) LIFBRD R,

Halliburton (&, AT ##w S HEERREMROZ O T TEBEIZH ) 720
(X, FIRSNIAEITRDPIRM OERE CHE g B2 52 720, 3%
b HAMiE 22 (price impact) ODHFETH o7& TikT 5, Ll %
FEHFNEB ) L L7722 L % Halliburton 25& 9 & 2 5128 XL, FEREIC
EoZOIFHEERREKRTH 5,

HIRONFEIZBKO L HICLEZ 5D T A, T id Amgen H g =
Halliburton ILHEIFRANDORKEE 70 > TWT, FEliTF ) B BETIE W E
W) ZENETHOLIY T3,



V. Amgen HJt (2013 4F)

(Amgen Inc. v. Connecticut Retirement Plans and Trust Funds, 133 S.
Ct. 1184 (2013). f#ai & L C. BEMRKRH [REREFIFRAROFN & REFRD
HEMEDOFEOES | #2015 5 (2013) 38 Ho)

[%55£]

aI4RF Ny MHNOBRRESET 7> A5, N+ 7 v 7 5% Amgen & %

DR (BT Amgen £\ ) 120 LGERRZ T A7 7 v a v EEREL,

BEHOZEMFIZOWTIE [T 2560 EEZHEHL. 292 - 772

Ta ORI ROz, MFIZ T T A %R0 L5 9 Kal XAEFRBCH P X

BEL7 7 > Fi37 7 AW ORI R T 72 3B OREEM 2N 5

VENH D ED Amgen DERZBIT. 77 ZAOFEA 2 HERE L 720 [FEH

Frid. /2. 79 AT OEKBET Amgen 3 L7, TEEMEO KEF & 7%

LAkl e BERES A Z & 2 MEDEA L 72 5ISER ) 3o 72 HIR L 72,

REBIE. 7 T AR DO\ ZHEW 2 LRET A WED D L7 E ) PO

WT, RIEX DA ZH T 72012, FELFREEO 7,

[ &)

BELMEIZ. 7 7A@ 5 F 72T FEOMED i~ DA 2N —
DRI ET HMEIT L THRNTH S &2 H720121F, BEEEOFE
HRLENE I DN TH D, TOEZIZ2O00HHIZLY) [H] THb,

v EEHIEEN R EME N THRTE 20T, 77 Akl
DRI L > TREH S WG L 06 THh S L72h > TEEMIX.235(b)
H (3) Flow) [#@EofE] (common question) TH 5o

5212, REDMERHIRO AL TRAREIIBWT, BERO T4 2R
AR TE Lozl x4 NOEFHOMED 7 7 X2 HBOMEIC
BT 5LV ) HEEHEC I LT, BEROZEFOFHIZRK Lz
ZI2E, IRNTOHRICE > THRABIIHT L, lr AOFBEHE V) FrHhL



FCHIIZ %% B &9 Zad Koshk b 2 Lid v,

Amgen (&, T3 2 FEMBE RO RIS 7 7 AR ORIIZT 7
ENBTNUIR SRS, BifREFO—D2THLEEMDL 7 7 AR
ANCRER SN2 T NE R S wvwE v, L, BEEEREEZD, THO
MR L OAEFIRPAEEN/ZZ L1, Rule 10b-5DKL 2 EDT
ERVERTII RV, R2EFEDFEHINL CTH, FHEOMEBIAGEDFF
ENAHD, BEMUIFEH SN IFIUL Y 7 ADEREHLPHETN I NS, T
BORMBERRLRROF R LR ) BEROSF HAGEHTE 207,
B RE AT BRI B 5 Z 3w T EEMIE 234 (b) H (3)
D7 T AR OFNIGEH S N2 LEE 2\,

Amgen (X, 7 7 ARWIIHENORE RIES LR D06, BAHIIZE
WA SR e, BEEETFIIBED L b EERET L, LML, £
DT AEFRCHERREBROEMEIZOVTHRI CTH S, I
EOEINHT LT, 77 ABRTEB CEEROFIHZ Kb 5 2 & DStoF
BICE o TRHILLZzDTH Y, THITHZA TEHFA 234 (b) H (3)
T OFHFERIC & O LT LBIE v,

Amgen (£, FEOHT TICR LT, BERORGEZIRHTERVE L
72 EACHIHIR O B B & EIET D, LA L. FIRSNIARFEIRA
RAIICEE TR W E SNAUREMD S 5 Z &1L, LBRED LR TH
5T ERWITHLDTIIR V. REOMITEHFA. Amgen O AL D%
AR E /T FEER (FTATIV) IZE 5 TBWDIRIEL V.

AP TiE. Thomas HIHF A E R % 5L L. Kennedy H/F A3 Z 1112
. Scalia | ZO—#ICFHFL TV,

fEF Mz T &£ T &, NEZIROEIMEIE, T 2 FEEBE I
L LEHOHELEZBDLEMD 1 DHDI, 77 AR OB CIEH*ZE L
VO PPIE Z OFREIZA LT, EEMPFEIRERIC X - ThE
HTEx2EWw) HTHEOMETHL I L, IIARIZB W TEEMEAFEEH



ENGH o GAEICRFRRIR T T 20T, DTy 7 ADOBWTEHW$ 5
PVEP NI 2 b o TERZTWET,

T AR OB TEEROIEMPAELZ L5 & WG ITEIM % GE
THAMAE RN TE RV E W) A FRE T 5D TTH, FBHATEEND
RUEB/LNVEEZTDIFTY, 7272, 2o Halliburton ITHH[HRT, 52
B —HERIN- LR H D L) ICBWET,

au

>

VI. Halliburton IH3t (2014 4)

(Halliburton Co. v. Erica P. John Fund, Inc., 134 S. Ct. 2398 (2014). fi#:H.
& LT, gk [Halliburton ZHPFm B O RRES | @5 2042 7 (2014)
41 Ho)

[F5]

Halliburton I OZERBIZH T, #HEE, BERRBERONGEE LT
et L CW7ZRERIE . ANEFIRDPMIEICHEZ G2 T e o722 L OFE
WCTdH D EFRL 2o HFIL Halliburton O ERATY) RIF 52 L 2ER
L. %55 KEXIEFREH T b . Mg 220 (price impact) O JGEIZFFE
FOATROLND & LTz, EFIE. O Basic FIIROFBHEHOHMEEZFE L
720, BIEL7Z) 3 XREDE) D, @b LBIELZWIGE, . 77
A BN DERE T, & B O RN ARG T 5 2 12X 0, HEELX KGEY
LR G2 5NARNENE ) DD 2 HIZOVWT, HKEEHRERDZ.

CEIE] GRS 3 2 BRI BEIE L 7 VRS EAR A & A 0E)

[[7E% ]  Roberts HIZi37 6 ZOFHE
1 BEOHEEROMR:

Halliburton 1% Basic ¥I#-D 2 DO Ri$HEAS45 H TIE Y 37722\ T,
HIBIDEH I NSHREIZEFRT 5,

B 112, 4 HTIE, g E RN HIE (efficient capital market



hypothesis) A3H D) 3272 VRSN 5 TH D E V9, 72 LA, H 5
AHZOVTOHHIMOIHIZOVTOHRH LY S L VRIRYTH Y,
&% —20O b MEHORR 2 EHII LTid, LRI TH 720,
R T o) 5,

Halliburton (&, T3 OBRMMAS AL O A IE# A K5 2 FEEICE T 5
RREFE O BN Z 4TS A, Basic FIROBH AT EFEmrH 5 2 &
FFRDHTBY , BHEOHEEZ RO L Z L1k, KRS ENZTE B
WS B IOV TOREOHGRZHRHTAZ L2 ERT 2O TIER
WEIRRTW S, BHFTIE, —RICVo T, i 7T ans, Sl
BRI NICHELR G, 1o THBitEIZHEL 525 &L ) RERDL
% (most) BELTWAHEWV)BREAFREENTWVEEITTH S,
Halliburton 255 1§ 2 %8iid. 2O XD ZREELZHRZEETLHDOT
X7,

%5 212, Halliburton . $2& &S GAME O (integrity) %13
L T&EZITH &\ ). Basic HIRDMREICE W T WA MmE 2 HET 2,
Halliburton 134 < OBl 51T 255, D) HbEZELROIE, B DS/
Al E I BERFMEINTWE EELTWE N 2 —HER (value
investor) TH» 9o LA L. Basic HIRIZNY 2 —FERDOFIE L B E
THLDOTIE RV, 2D L) REERIE, MM RAAIIITEEL 2 HRz
Mg 2 LB ) LIBELTW20TH L, (20 K9 BHHEIEN
BWELZZH E)Ro TN 2 —HERIIHREZEFLDO0 ? ) o 72 LIS,
N 2 —FEFIIG ORI IIMME 2 FE L TW v, L2 L. FEOH
ERZT A 72010, AHB 2PN SR e L % & fE CTw
TUTRY %o

Halliburton B X "2 O [F# X, Basic Hlgtid, 527 7 A - 727 3
VERET LI LI RATEOHLERETISRI L CEL L ER
T2 L2 ZDL) RUEBITERICE s THIEEINERELDTH ),
T TS 1995 SEDFMIRERFRARUHE TN L o T S T & 72,

10



2 77 AR BT 5 SGE

Halliburton (3. Basic flikZZH §2 2 2OEE LT\ 5%,

1L, BHEOMEL RS L7-010, FHHFIE, REFROMIEZE
BRI L 2TNE RS2 0nE ) DO TH S, 72 LI, Basic kA
R L7-EEEED 4 >0ZM (AF, EEME, TGOk, Wlok
) o9 6, w3 FIIMEEEEICHTLsNZEOTH S, Lo L,
Basic RO EEHE DL L 2 DOBBER NS 2 Do #5112, JEEH
ANEFTRPRELINTEY) ., BETH ), 22O ED, — RN %
M T % L7722 L 2R L7288 121E, TR FEFITRHMME |2 52
G272 OWEEZ T DI ENTE D, F212, FEL, BT 2 1R
T tE TR BEA L7722 & 250 L7256 1213, HRIEAFERIR 2 FH
LCHRZRE L2 DEEZZT A I EDNTE D, B REEENEZ
BEFZIZFER L 2 1 uX 7 & 72 v & v 9 Halliburton D258, 8 1 O
BREFEEPOE) Tk b, THORFEMEED 20 %V rOaETIE
RS —IEIRIEN 2 THHICB W, EELAERRIHERMIZEE
A2 W2 LB VEL, 255 2%, Basic HlHE, BHEOAREFR
MG B2 52 e r ol &) TGROER 2 HE 152 T b, kA
lZ, Basic MR 2 EDBEET LI LI EEDTRZFOLILIZTE
8\,

85 212, Halliburton &, 7 T AR ERE T, ANFEERIRDFEAM I 728
G2 Gpolzb )iz & ), HEZE ST L 2RO L RELZERET
o AL ORFIZEBT 5,

PR S 7 T AT QB TH S DIMME B 2 TR E 5 AE L % f i
T5ZEE, FNA. HEOKGETIE R, WHoM=ML KGET 5 HEY
YFEORD, BOOLNTEL, LAL. 20X ZHIBRIZERD 2, &
Wi R 2o 728 2R 7 7 ARTOERET, HENE6 2D A N b
IZBS AN b - AT 1 ZHRRL, €D ) BO 1 DD PEDOAFEFIR
Tholbdbo #ED. WHIWRNTHD o 72%%, AFEFIRICH LTI
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M ORISR ro 7z LR L 726, SHIIEEOHEEZET L OTIX
BWEWHHHTY I AT 5T LiEBA L,

DL B L e RE Basic HIkOGmBE L b FIET %, Basic ik
DHHHIHT 2 FFHEFR O T T, BEOHEE L BB S5O L
MORFESMIL, MR MBRNICHHT 200 THL, 97287
W, HE I, B O ERN R FGEZ RO L XETH S,

PERIFHPT X, Amgen F) PRI L T, Halliburton 127 7 AR OBt
B CAFE B E DO RGER SR T E v EHIWF L 720 LA L. Amgen i,
7 AR OB CHEPEZEMZFH L 27 UI L 52wl ) Il
WCHIRL 720 D TH 5 o EEMEIL Basic HIOHEE DRITESMTH % 05,
ZAUGEIRFFFRAI 23 5 (a) H (3) TOLBECIEOEA & BIE L
HBWOT, REFTHRHOBEIND L4 1THR L7z, EPJ Fund 1&., itk
WENOBEMH L EEROEMH LR LH S L V), L L., MifsEkIEE
PR & Y TR D iR Basic FIROIEAR 2 AR TH 1) |
7 5 AR BB OTRMEDOF LR EBRL TV,

MWDEAED Y T AR OEE T SN T D THhUL, 77 A1k
WY LEMETH L EEME T REERICELB L LTH, 77 A0
RHETETI)RFEREICEES 2V, TR L, S EMEIZOWT
&, 7 7 AR CT CICHEN 2L IR ENTHWE0THY . 7
T ARBUTE RS C L EIEN 2 FEIL IS X B AiAE R B OO BGRE & RR0 7 W BRI

ASAT

[Ginsburg ¥J5+. Breyer ¥J|5. Sotomayor |52 & 5 xR

MitE B D E R % REEBE 25 7 T AR ~NFO 5 Z Lk, BTk
THHTE 74 AANY) —OFMEIT 52 L1205, oL b, fiits
D W L ONFFEEIIWEDE D O T, RHPUIFEHRTRR O F S
IEMMEHZHET L O TIER Vv, U EoHFraifts L CEEERICE
B3 %o
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[Thomas $I¥. Scalia 5. Alito H|FH D& R (FEM P R]

Basic ¥I#12 L 2 EHEOMEIIFRY) THo 7o TOHANIE 112, FH
FIAS, $\ Db B REE M & B ROITENC OV T O - 72 EBHUIKI L
72 THY ., HE212, TN, 7 I AT KD B EHIC, HOF N
LN HBOF LALLM TH B &) B OLRER KD B R F R
Al 23 Sl B HIBNEICT 205 Th b 8312, HEE S NERHIL.
FEAERGET A2 EDATRETH Y . BEOZEMZBEIET 5 DI Lw
PHTHAb,

Basic FIPRDSHIIE & T2 FHFED ) b ARG MG IS 2T
WD LW EIE. RERNE ARG L 72 b 0 Td %25, Basic H
FLISk, EORFEHGIIA SN HEINT WD, T2, i AEE
AT HICLTOD, IEHEICKBET 5 LIRS 2N L 2RTEHLDHE
AEEZED B B o

Basic HlIRATHIIR E §5 b ) —DOFFE, T b bLEHERIIHHOMFE
BEFBEL TS E W) L, BR)TH D L OERIL. TP
A BREHE E 72138/ L TR EELTwLE 622, HlZ LTw
LZDTh5H L. MoOEERIE. itk &L RO WHEET, 728 2 I XmEE
OTZE, BIEDOEE, =17 1) FOMIAZ O7-DIZHEI LT\ 5,

SHBE R, BRI EEC L THREBELZIABLLD LT 5,
L2L. 20 &) i3 aiieid. Basic HIHROHHE LA L v,
F 7o, SHERE. TGOS AT - /NG L Cn BN 2 —IER D .
TR, IS AEERE LT 52 L 2ELTwDH L) 25, GO
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7 T AR OERETIX, GEIZZ 7 ALRITH L TOR, 23 NLDT,
7 7 AREOBELY GET 5 Z L3 Ly, 7 7 AR R, BHFTIEE
OB O KR Z L T & 720 BHEOKGELZ RO -FHE, T b0
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1 {SHEOHKE

(1) BhRAEARTIGBE AR T 2 b DTHR NI &

Basic FIPLA H & 4072 1988 4F LU, 1B UK § 2 FEZR i3 DR =R D

TlE, BRET BT HEIMAEDPEHAEINTB Y I 2 7Rk
IMOBEEPIES VT E F Lze SHERIL. W0 2 5FKE . T
DOREHEZHRETHHOTIEAWVE L TBasicHl#z2MRFL T L7
Basic IR 2FE OREFEHFR KL L T DD TR W L 3HENIZZED L
BHTY, LaL. [MHHHoR=EE] 3KKRE L TREEOHEED 72O D,
DIDEEINTVDEDLITTHY) T, RHERIZELoTH, ZOVHITEHS
NTWEHA,

FEL T, Basic HIPE, W50 2 REEKERRR & RhERAY TG I % A O
DI E Rk D LR O TG AFEIIEH Z )KL TW B IR D |
TR 2 FEHRR 12 & DB HEE T 572012, REFT A — A28
K TH DI ERRTUEPRVE V) JUIFILEWR PRI TEZ
L 72 (Jonathan R. Macey et al., Lessons from Financial Economics:
Materiality, Reliance, and Extending the Reach of Basic v. Levinson, 77 Va. L.
Rev. 1017, 1021 (1991) %), Halliburton I % U" Halliburton I Tid, % <
DFEZHFAFTOK (amici curiae) & L TEREFETCWETH, T15
D% b FHFTIINEDRNRWTH 2089 D Tld % < FFEDARELRR
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COMLTIIRDE ) %2 EPBRENTHET,

— 12, WiE. i & 155 HERKS (arbitrage opportunity) 2572 \»
BEIIENTH S EERSNTE 2,

L2, 1S, BMERSOFEEIE FFRIC X 2 5MiE o E i
(fraudulent distortion) OFEZEET S b DO TIEZWV (%)= AT
%<ThH, FRIRIC X 25 MEOERITEZ V152),

M ORNZEMEIL 3 DDFH THOLNTE 7z OMHIIEMN 2%
KEH L T2, QBFERRT T4 ) 74, QBERICHT2THHO KIS
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T3 WKL LT, RO L) ZBBETENTHET,
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Bt % BARFE L. 205 & oo Cw/ze XL 1 FLro bk 2 A
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EDVEZETH Y, HRMMNEERDEREHE S LT 72 &9 I3 BIfRD 3w
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K BRIZARTT 40T 4 OERFITT

EOBITRRMAT20 Rvh 5 40 FUANER L7z, BRI AR T 4) 71
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FOBDSIEV 7012, FEOHE N H 5728 LT, HEBRIEAD SN
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B LITARINERORBITHY 7,

A4 27 =%y MEED, WEMNGRZ AR L7, TOMHK. A4 b
DREFERI 5% LA LI ORERRE RFE L7720 7F ) A MEKE
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FEFRRERFRLIZEED, ENWHARETH D LRE L 728 & SHRMMIZZA
T %o 7z,

COWE. MHEDEARD LRI L 2 T AT A FREHIZE 2 5k,
MWD BRTEHRIZEOS L 22 o 728l ([FHRSEZE T o 72, TWAEEIR
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520, ML EHEREITF .
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72) OHRT, BBHERICOWTAEFRE Lz, NEFRELIZEED,
ZOFREO L &, WHMEIZZAIE %0 o 72,

7 I ATA RREFHIZS 2 5N\, [EHRAMIAE IR S k2o 723
HIIEZE TV, EEZOITHNHMEDEADEL TR RWnWT &,

Bebchuk & Ferrell 1Z. 5Dl % G TWA WA ikama L7212, 25
OHEFFIIRD L) ICUETENEIRETHLELE L, LY ATIE
WO HELAD2o T0D L ZAHIFHIBRTRELE AT, RFEOLZAILEN
TRELZA LWV EERTT,

BHEGEOFEHE V) DIE, (1) T TGS T2 T offitgid, &
B S R BE 2 AT 2 WL O OERE KT 5, £ TTIERL T
some £\ 9) 2 ETY, (2) Lzd-> T, iHICB 20 E I, I
AT BT LT, BENHMEITFRWICED SN T W L E, 728z
. AEFRDP LD o728 LTHRLZBMETIIZ WS L2 FELEHEE
ENBIENTES, (3) ZL T, fEHFOMNHLPFFRNICED SN TV
W E| JHEIXZ TATA RREBEOHEELRESEL LA TE RV,

(3) HIEoWmE

Halliburton IHIPud, & 2 Cfifils#B% (price impact) &9 &%
FwvE L7225, ZHUd4#8 L 7z Bebchuk & Ferrell DE 9 & 2 A DOFEKIC
LBEMEMFLES ) EEVET, ZLOFHDPTRT 2 L) 12 mEEd,
T\ § % R AR 2 T O RSN 2 M BRI E E R 72 DB
FTRELZoEB VTS, L, HflZ2ZE L% CHEEHOHEE 2RO
B EV)FEFIIIED D B\ D T, kL Basic FIROIEIE % ##1F 72 %
DEHEbINLT T,

Z OiEH, Halliburton TR L2 &, BEOHEE LTI 5720121,
TN TH S Z & KR E L TEEMIRTLEDNH ) T3, —H#IZ
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TG ORFEREOFEH & L Cid. Cammer H# (Cammer v. Bloom, 711 F.
Supp. 1264 (1989)) O/RL725ZRT A MBHWHLNTWE EFbLNTH
D, T2 TRIHAORGIE, BHEMAX L 7+ 0—-LT/2T7 5 A FDOK,
X=T vk A= =08, S-30BHFEGEKITNE) . THILE
VTR A IO UG & B & LT, YRR OIS RIZENTH S
PEPPFEINTWE T, FHEZ L. 20 XD RREOBGEEDT | & fi
SATHbNE L) THhUX, TNEFHP» S SN HEH-DH S D AL Bn
9,

(4) THOMEREICHTLEEEVI L M) vy

FEEERE, N 2 —FERL . WIS IGE T ERE KRS 5 L E
ZTHELTHE D0, HHHOREELZEBHL WL EHHLTVET, =
AU LEOERIZ. N 2 —FERPPG |0 & TGO FEEFE L
TVl ) @R E LET,

Z ORI SE RIS DY T4 7272, L Z L WHGoMmERIHT
HEHEEZMEICTAZLEEMK L N) v 7 1T X nwElBbE 3N 2 —
TERE, DFEH T THORERGER L7250 THY . BEOTHY;
121d, IS AEEE KL T Wb L Z 2 THE I ZITH)RERE. 290 %
ARV R NG 2T ) EERPHET S LEHEETEEEA, T
DIFEFIZONWT b NEFIRIZ L - THEL Z T i % TG 21T 2
X, ANEFIRENG | E OB ORREBEIEOONL EHETIITRED 3,
BEEIL, THOMBWLZRRE T 5 &) HFED D & T Basic k2 2 H
Lado720T, THWVozL M) v 7 EHWEb %8505 72b1F T,

2 77 AFRRIERRE T DR &4 D IEE

(1) flis R & 405 KRB AR

ZRERI, MEZEE L VO MEE HW T, MBI ERE N & Rk
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HEWNERLDDH T72, BERRBEREIIRLR LD L) T LD RE
2% £9,

T3, HERRERE OBKRTT, BERRERE V) DT, FHERDOHL
GlEIEDZ ) o 2R L OB ORREMBO Z & 2T 3, IEfEICIZ4E
REERR] ERL2E ) DO LW TTA, FAbT - LiEE
RERBIFREFRLTB D ME R ZNDEE LTI TOT, 22 TiE [
EREER] L) BEERZHoTVET,

HERNFEBERYED L &5 257201213, AMFEHFROIUSEICARFERIRIC
Lo THHMEAA L) BIFSN T2 L 2FEHT 20 TIERED 2w
EF 50O PE (Dura HP. Dura Pharmaceuticals, Inc. v. Broudo, 544 U. S.
336 (2005)) T 0\ AEFROFEEIHAéMIZ THE ST/ L 2R3 2 Ll
HERRBEBROVFEDO—HELEEZEZ SN TVWT T,

T 7o g BN L3 TS OARFEFIRDPER IR E & 5 2 725
EV) ZETTA, TNOREFIRDPEINTRHDOA XY b - AF T 1 =17
ITEFEL NI DL DT, REFROFBEBEOAA N b - 57112
LVIERRTHILIIRDLTL L) £9F 5 L, MlitE B & B KRB R
CIFEIEFE CHETII 2w EBDbNE T,

Coffee #IZlZ. 20 Y T REFEDAR—LAXR—ITRHEINTVE 7O 7D
HFTRD X H 2 RTWZE T (John C. Coffee Jr., “Death by One Thousand
Cuts”, Columbia Law School s Blog on Corporations and the Capital
Markets (June 30, 2014), at http://clsbluesky.law.columbia.edu/2014/06/30/
death-by-one-thousand-cuts/) o

[Halliburton I (. EEREREIRILZ T ARIT OB Tz 2wve L7,
Halliburton Tid. TN & FEEMICEH L C, [Mlitge8%] 137 7 A8 E
BT R 5 & L7zo [Al CRAELAYEE PRI BIAR OO SRR b it s B O SGRE 12
DEFEZ L0205, FEIZw 28 T VEE) ORETH 5 1o

Fox #IZ bR UBEATI X VY P2 AR L TWAHOTY 2, [Militkgm Bt L
HERREEREEIEHEWIIA LGSR THS] £ LET (Merritt B. Fox,
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“Halliburton II: Who Won and Who Lost All Depends on What Defendants
Need to Show to Establish No Impact on Price”, Columbia Law School s
Blog on Corporations and the Capital Markets (June 30, 2014), at http://
clsbluesky.law.columbia.edu/2014/06/30/halliburton-ii-who-won-and-who-
lost-all-depends-on-what-defendants-need-to-show-to-establish-no-impact-on-
price/) o

ZAUIK L. Bebchuk & Ferrell I361% 2815 C, flits 8k, 15059
& 2HOFHRRYERM L HFERRBR L 382 LT T,

FDA #FEFEHI

N, FDA (72D hEmEHRESR) PERESR KRS L7259
EVI) BIBOAFEE LT, BRIMIEHIZ10% LA L7z, FEE, RFER
DB\ R A 52 72 2 & R FER L 72,

COWE. 7T ATA FREHEIZEO NS, LA L. FEREIE
FHREZEL ST LT T M S LTy, Dura fIgkiE, flitgo
D0 EFE CIERBFREOERICR 5w e T 5, MitgEti, HE
RO LESRMTH 2 T35 Tl v,

bobd, ZORNIAFEFIREED A XY N+ A5 74 TERIWE % FEH
TE&2HPIZHHRE LTBY), EERLAFEZRLZSLE. SHIIAFRIZK
59, BBLEOLETL L) Vo 2flidd ) T94%, mEidE U Tidzwy
MEV) BRI 2 BKRD L) 1BV,

(2) Mt B O KEEDO R E

WICEZELDIE, 7 7 AR OETEOREDORGEO AN H 5 Dh &
VW) T,

Coffee #izix, D707 TRO L) AR ELTVWE T, flz2
1 [ETETSROBROBICHGMEA T L7205, ToFEEE, @ERD
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5N595%DLNNVTIERL INBDLNVTHo Tz, Brisid, Mitgren
AGEEL72ERRO N0 ? o

Fox #iz b . FHEF LRMEIZ OV THERTWAE DT, ZOREIE)
DTHILE T,

[ 7 T AR ERETOHE I & ZAitE 2B O KGO W T, KEERET
DFEEIZ L ZHEERREBRO VI L FREDObDE KDL & LI2H, HED
SGEHEIZER DO Wb DE LD, Thbh, BUDEEKELERT LDT
EERD v UK L, REDPBRERRBEROIENTE RN TH A )
S RWEEHINCHET A LT, BHEOMEENKIEEINLDE L
L7256, BHEFTUIHEIC L o TERD D 5. ZOHAITIE, ifEZEE L E
BN UE S CTh HEREMERE. 7 7 AR OER T, #i5IC7iEE
FExBADbETTHI T L% 5],

AT, VAEEEDSEE I N TWE V) 22 RKHL-b072A 9 LB
WET, ZTORY T, EEORLEE O AEEROFEIC X HFEH] & FAEED b
DITROENLNIEHH L) T ETT,

i B O SEEDFEE DRIEIL, 4% THRFHAICZRONTHRETH
HEFZET

(3) RHROBGEEDING ¥ X

FATESED R T REFHRE R L 202 2ARROEE I W& R E
HOZEM 2R & EEEIAFHROMRIZONWT, TNPHEEL BV EEHE
L7222 VAEL 2T R b6 awiihEd . ZOEMIZIEE A EATRET
o £ T. HBNIFIRFER OFFAE L FbEE S 72 EDOHENEO T AN 72
ENB%oIE, REMBROZEMFITITLE S NS & LF L7 (Affiliated Ute
Citizens v. United States, 406 U. S. 128 (1972) ).

C OFEMFIIRTHIG | OFEFIT L7205, ZOROFNBNL. ABTHIG 2
DWThH, ARROBEIZEIFEHOEMFIALTHLFHRLTET, &
D L) IAHROGE B HOBEMOTREDIAETH ) . 7 T AR DG
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HOoNDETLE, MBI LAFERROEEIZ, 7 T AGEW RS Tl 22
YWDORGENRRD SNL T & EDINT AP MEICR ) £,

Bebchuk & Ferrell (2, FEMEMOGEL LML 257 70 —F 2 KB
ROEEICEH L 2WHEIEZZR ., i~ 7 78 —F%2 & 52 LT, AE
FRERFRO EL HICH72 08V ) BENLRX DX HET LI L2k 5
ELET . ARROEEIZIE, HDHFEDNFIRSNL Do 722 &5 Tig g
ICRE R RIZL, HERONWGIOFER L 72> TR bIFTT 05, sz
BORFEL RO OLNERETL LI,

(4) Atk & B

HEME LT, BN LERDVEHWI L8725 T, BHUFREEELE
RI:ZERERL, BEEER 208D 203, URFHTTRRZEROBE
RELEZDDPE) DTHW SN E T HBMPEZETH TSl 12722
252 F 3,0, MMEEZEN L EERORFHLSHEIZ R 3, AH P
W B B IR D E LETA, HIEDHET 5 MG o8 & P
OMEIZ, HEOMEE V) LX) & 7 T AR OB CTREMAHEH S LTwn
ZE) POMEICT XS, HHOITE LTHVABHTEZV L) IZEWE
¥

Bebchuk & Ferrell (&, flif&sc28% & B L TR L D) . M2 O K
AEZ RO L Z EITEEROBEMGOFRM AN 52 L1230 h0wE L
Ty ROBIZZEITE T,

#LL Bl

T AN OFINEFES A=A N T TIZEH AT A L T\wb, CEO WS
gLl g, SLILED & &EEE L, JRER. THiLhi e &% Lz. &
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AL 10% E5-L72o ISR o CT, BFEEHLTEEZERT LI LA
HECTH D EHIBHL 720 FiEIZ, CEO OEMBES L HIINT A4 8y
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NAEFERH L 72,

7T ATA RREFEIIEOONDL, LAl REOBR T, #EIEFRR
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ORGP EFHMPRBHTH LN E) PE DR ERVDT, TERZM
ZIUETFEN T,
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CofER, FEOBMAHIIM A, FREHA T mErH ) £ 3,
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4 HEENDTHR

HAEIZH S 4 & BEHOZEMS K OHEERRBROZI, A4 R R BILR
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PR TEHOEHNMEL SN L) DD THA,
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BEF O ITEZAT 5T, M LTy, 1A L T8RZE BV
LEd,

wf ik
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ELODGEFELE L7, bLZ) oI, oKL L HERLER
A EVWIDIE, FEICFTICERKEH LN EHHLE L7,
EBREE COHEDPEB)ELTWLEIAIE, TSP —EICRIRN T
HoHEV) ZEERFEHTIEEIIHE SN TN ED MHNIUFAFESR
RS S \S B A 5.2 oo b v ) 2 & RS OMITRGE L 7235412
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TEDO, 7o )RV LTVBEEN) OPREFTIE LRV L BVET,
INEBEZIHBIAE S V) HISES L v b, HFIETEIE L k0o
einEd. —EEATEICEMN GG FREILTS L) RHRE Lz w)
HRT, EENIZELODPEATVLINE V) Z &L RRIITIrNTWDS X
) TYo
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BEZI GO THLDIT RO TY D%
AKHATH—N— BIFIEHEHBLEL B Lo LA didoshsits
V) DIEFTARPS O EGHAICH L TE 25 0D TIELARL T o
FATE L DI FHO KR E S Lh, HEBORSHHSZNEIE) . T
5. LI ERMLENBo L o7k 912, Jasdag & 225 1A D/ & W
AL TE, ZoRiRIED D ERVERSINTB ST, o=t
ERVED VI EZFRIC. DEDLEERSNTNLDOTIE LV, £
ToE, MHOMEMEELHCETOHRFRE L2TIUI R bW, bbb
EL RIEZEDOLHICIEEDT, TNDO5 2 5B EEVDREDORED NIZA

CHEL TV DEWn) ZEDITZH D, L LAEETIEIZVw2rLEVnET,
ZOR, BHEDWIFETHLDIT VO TTA, W TL & 9 2%
BBERE ToLBNELEEVET, TNEEBRTLIE) bbb
TEH, BIRIE, TRAVATREERTAIDPH- T, S-3DHRIZ% >
TWLNEI D I, HETW) BN TT, 20 &) BB %
BoTnbbIF T, 7AYATIE, ZRALLEATSL L X1, KHFD
T OREHEICOVTOFETFNIEZ LTwET, L 2A08, HRTSIER
RLRIAFTRE AN E ZI2E, FRIER TV ARVWDIT T, Lad, 0
BoOHGEHNCSRFROEHERZ L) LTwET, LA, 1o
ML 29 VI BIEREOET ) ITHEE RITTREFLVIN, EHA
EEBLTRAREFETH- T, BEZICE ROV OTTD, £H)0nIHE
IKCTEMAL TWHEH L0 LNLEHE A
gTHEIER F7ZETEMSISVETE, E0IEWD2TL &) 2. FFIC
UL, SRTHRISEZRDbLE TV E T, BEgE, £ dh
Nk ) T&nFE L7,

FNTIE, SHBROMEED T F 7 v A% STV 2 &4, BE5REE
L SERC27TSED 1 H 28 Ho FH 2B 5, SRIAFGREAEN THEL 7280,
oA, PR 273 A 23 Hy THR2E,S, IHHERESEED T
{PBEBZEIZRo>TVET,
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TNTE, AHOMAEZZINTHRL STV ZZE3E T, L) bdY
ML) TEE Lz,
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[(HEHL T2 Rx]

MRS 2 FERIC B 2 K EHIBI o B iz ST
B DLER

1 Tz

2 34 ARIEBIAI 10b-5 DEEE
1934 4FFEA IS [T (Exchange Act of 1933) 10 5:(b)¥, 34 4EiH1HI 10b-5
FEHKBA IEZ51E  (anti-fraud provision)  #F5 L C Rulel0b-5 &\ 9,
POROFLIFRFASEIN  (implied private cause of action)

CELE
(1) BHEIC LD EEARRIERRE T ITEW
(2) HFEDEM (scienter)
(3) REFREIITANME £ AEHROTEH & OBIR (in connection with)
(4) PREFRFRELITEE~DE (reliance)
(5) FRFMIHAL (economic loss)
(6) HEFEKREEE (loss causation)

fEHE O A
FEEORUENEEHW AT O ICh) | AEEREFEERERLEEX 2L
Bl (RBAR) : BIR SN0 FEREEMD SN TV BJRENER - 1-/T8 %23
D8O REEEZ T THAHH L
B[R FBEH4R  (transaction causation) & &FEEN D,

3 Basic ik (1988 4) 1
[#£]

Basic #4: Tid, Basic LR EIFORWHT THDL LV I FEEE L, A0 WE LTV
W DFEIRASER Lo Z L1 L., Basic #E & 78 H) Lok E St X OWE O BT4
BERTDHITA T va ki Lz,

EIRERFEHH] 23 FbOHEE)FITLD L, fHix DEEICET HEBMOMELY &, 77X
W O A F T X HEEE N LEA T (predominate) 7RiFAuiE. 7 7 ADR®

(certification) 1XFBD HNRVE T A EIMIGEHTL, EHEOHELTED 7 7 A %R
A L7z, 8 7 EIXIEFREAINL Y 7 A ORI MR L2 T, km#id, G0
M ESNDBEBEROIELE (BONITHLIED) L EbIT, 77 ADORBEDOERIC, BHIPTH.

1 Basic Inc., v. Levinson, 485 U. S. 224 (1988). fifii & L C. flifis [StAE®ROBR & RF
FiE—Basic flik 2.0 & LT—] A HERFHEBGHE 133 5 (1990) 1 H,
1
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FRIZHRT D EBEREEE 7 7 A « AU AN—CERET, FHEOHEL KT Lz &2
B E D T HOWTHEE LR 2R 7,

(=]

EIEE R

HCx 2 FEELEE  (fraud on the market theory) & 1d., ABHHIZHB W TEEDORR
flitk, B L OZOFEEICHET 2HERICE SO TRESN TN D L ORHRICL D, R
DAREFTRIZEEEIL L 220> 72356 TH . #EOARERIR & FUE ORERIEA & DR DA
REMRERD DR TH D, Fox OHEFET, I 2 FEKELR O A 24 — XA
lid 2 Z & TikZe < BfFTA. RIS ot 23BN L <. BB O RGE
ARERHEEZ RO EBELNE I NEBET L LITh D,

JFEIZ, BRI ol EENARINTE LIZh, HDHWIE, RERTRNRN-T
LD, EOLIATEIL T e E NGRS 5 2 Lk, AT TSl & L2 JREIC,
RGBT IR NGGER T AT 2 L1k D, BEHOHEIL. AF, AF, ZRME,
BROFRREOBLEND AT, YHEEFM ORI AE DT 262 HiETH DL, K
fFCERA S NIABHOHEE L, Rulel0b-5 Frakafedtd 5 2 LT 528, ThUL, REZTTY
DFREME (integrity) (xIT 2 EEE DEFAIRET D L9 1934 FIEDSLIEEUR & H %
AMTH D,

HEEIZ, 2B B ABLOERENO B XX DTN D, FRIEOFEFEIEIL, HEIC
i L2 TG S DMK TGS R, T X TOARERELKBLTEBY, Ln
ST, HERAEFRRE LKL TNDLZ EEZRLTND, » - T TR S 7k T
XAETBHEHTHEEFR L, YZMEOBEEAEFL CGEEREZIT-> TS, £< D (most)
NPT TSI STV D NG A S BERRERRICHT HHREED
5%, RulelOb-5 FFFADBIRICHE VT, HESIN S 2D TH D,

White /59, O’Connor f|HFO K xHE RLOZEE

FRFE G 2 BRI AND & LThH, Tk, &AL L EMFOMT 2525 2
EDTEDHREN, BHEREICL > TITHIRETH D,

BEHED A 2 O OMEZ KT 250 LTEHEL TS 28] [T8MTH
Do < OEEEIL, HRMASHOMEEKBEL TWRWEFE L D00 ZZHRADTEHE %
179 DT,

T T D FEKERR L. 34 4R1E 18 K@MV ERT 2 Witk 2 EHEO B 2 H ik 127
DR, BLOERE I EEE ZRET DT, S4FIEDONIERIZK LTV,

[fiat]
Basic HiRiT, SrEFOVEREHIFTA M Lz HEE] 28 Th 5 & LIzhs, PERE

2
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Tid, HEENRD BN D T72DITiE, TR,

1) WEDORERRNARENTND Z &

(2) REFFRPEETHDL L

(3) MADDRA R HE TR S TnD Z &

(4) REFRFD, BEFZHKAOMELE > GHIESEL2HDTHDL Z &

(B) FED, RERFPRSNTHrLEENERE T 2 F TOMITHKKOIEG 27722 &
ZERL, GEHLRTNERS WL T2, 2720, @IFEOHFI TN LRI SN
TWno,

REFREREDZ T -T2 (7213 h-72) ik E O OEBENY | F 2T RERR
& B TEBI 21T 9 & WD JREOUIE & ORIOTEMR Y Z Wb 2 Wi 55 S . 1§
TAOHEE & BT,

(BCREDf51)

O w7y b A=T—PEEEH>TEY, THIMENRERROEELZ T2
oYt i

Q@ HEHFEOEFEBRMPAIFHIZEEL TEBY, RERFOZELZIIBIHL WSS

@ JFEE, THOWIEEEE U0 Tidzed, MoBEB TG 2T 7254

5

4 Halliburton [ 7 (2011 4F) 2

[#5]

EPJ Fund 73, Halliburton #5723, (1)7 AR N 3FFADEIER 2 EZ (O, ()b 54
BRI G AL D PRIGE, BLOOMOSE DEIFOFERICHOVWT, BEIC, SF&
FEREADORTREZIT o2& FER LT, 19994 6 H 3 H2H 2001 4 12 H 7 H £ TIiZ H #E
OBFEREALTZEEZREBLTCI TR - Ty a VERE L,

HTOHSET (motion to dismiss) ZiRiF7=D6, #FEYFTX, EPJ Fund (%, §#:K
IR D BEERRRMGRZFEN L Tl 53, HMERERA 23 FO)HEG) ZOEMEEZ T I 20
ELT, 77 AR EEH LI, B 5 KIEXOEFIL, 77 ARA[ %2155 T2 DIZFUEIC
HERBERROSZEE KD TV,

7 T ZARA DI DI ERIR AR DOALFENLENE 5 v, KEIXOR—EEMRET 57
HIT, mmkiTHE AR O,

[HE]  mEsERL
A THRAEFIL, 7 7 ARWICBT 2 LBEO R Z FE 2T 72012, [FEONRENLET

2 Erica P. John Fund, Inc. v. Halliburton Co., 131 S. Ct. 2179 (2011). fi#in & L T, BEMK
H THI5IZ 36T 2 REKEER O T & BERRBRONIED L] FEF 1979 %5 (2012) 53
E‘O

3
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D ASEEOFEA O 7= DITITHEEF RIRBMROIEA B LI L B 2 T2,

L L ZERRECHIFT O ZF1X, Basic HIPR OGN S ITIEX (b S, HHERRBERIX
BEFZNARERREEE LN EN L IEIBERORWERICET O TH S, HROERN
RERROFEUNOERIZ L > TEUT &V FHEIE, BEFNRY)OBRE CRERR
EEHELENE I (ERDNEHETHIL, #HESNDGEThiL) LIERGERZRY,

Halliburton |&, A& Tk AHEERRBIROL O T THEEICH S 701X, FRINZR
FERIRD A D BEPE IS B % G- 2 120>, T2 b B 2N, (price impact) @
AHEThHolz L FiRT 5, UL, RTINS R 5 & Lz & 2 & %4 Halliburton 73 & 9
B DI L, BBRICE o OITHEERREEERETH 5,

5 Amgen it (2013 45) 3

[F£]

aRx T Ay MREFEEST 7 o R AL AT v 7 2% Amgen & O% S (T Amegen
EWVD) ITRL, FERY T A T v a rEEE L, BEOBHIZOWTIL THEICR
DR WEEEA L, 772 - T/ a Ol ERdi, ML 7 AW L, H9
KE] KA ECHI P L, BB T 7 > RiZ 7 7 AR AT ORI EATEE £ 721380 o EEME 4 FF
HT BN D & D Amgen D EGRAIRIT, 7 T ADFRA &4 Ui, RIEHIPTIL, 72,
7726}370)%& T Amgen AMEH L72, E%@@}iuﬁk TRDAEZET D T L A IR
fEfE Lo RUCRR D e o o EHR Uz, fem#kid, 7 7 ARRW O 7o IS B E M & SRk d
DFER S DHINE D DNTONT, J&@EﬁK*ﬁZ’i’ﬁﬂ%ﬁ“éfz 2. #HEEHFRERDT,

(=]

HELRMEL, 7 7A@ DIEETITEROBBEDR, fHx DOA L NR—DRITHET
LB L TR TH D L WA D72, BEEEOFEALRLENE S ThDd, £
DEZF2OOHBIIEY TH] ThD,

% 1S, BEMIIEBIRREREICE > THETE 20T, 7 7 RAICHEBDOFEHUZ L - T
ﬂ%éﬂﬁé#%f%éoLkﬂoT\E%Ti\%;HWQ®E VWO @O RTE )
(common question) Th s,

%212, JREDPKECHREO BN TOAREICE W T, BHEMEO A RFHL A f2 H T E e
Sl & E L, e NOEEOMEN 7 7 AIEBEOMBEICESET 5 L W) HEEZHRZ L
172\, EEMEOEMFOFEFIZAMR LI & T, T X TOFEIZE > THFRRIEF®E T L, e
ANDERE WD FriD LRI/ D X D efhR3 ik 5 Z Lidiewn,

3 Amgen Inc. v. Connecticut Retirement Plans and Trust Funds, 133 S. Ct. 1184 (2013).
Wﬁ&bf PR TRESREERRFA DFB AT & REFIR O EENMEOFEDO S| BF 2015
7 (2013) 38 H,
4
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Amgen |%, TSI D FEBERORMHRSIL Y 7 ARF ORI Tz ENRTIER S
RONE . BRSO — 2o ThH D EEM L 7 T ARFORNIGEH S i b v &
WO, LonL, BEEMERRY | THOREB IORERRIPARINT Z LI,
Rulel0b-5 DK Z & DTERVERTIIRW, # 2 FHDNGEH S TH, BEOMERI
SCREDNFFE NS 0N, EEMENEA SRR Y T AR NEEA SN D, THOR
BELCAFOF R LRV | BEEMEOS SNFEN T X 2 AuE, EBIRRE 2 @R RE
W5 Lidavoc, BEEMT 23 FOEE) T T ARBAOFNIGER &5 LE 72
|a%

Amgen 1%, 7 7 ZARBANIFFES~ORE RS L 705006 GRATANCEEEEZF 2 720 &
HEMEZF OGN D EFEETS, L, ZO8IT, REFRTOHEREBEFRO
FRZONWTHRILTH D, R IEFFEDOENTH LT, 7 7 AGRATBRE CHREM:DFEH
BERDDZEUNDTFEIZE > THLLIZOTHY . Z Tz TEHFT 23 S(b)IE3)
T ORI X0 FHEAAT 5 LEITIR N,

Amgen |E, JFEOHSITIZR LT, BEMEOKGEA R TX o & Uiz fi ik o
RMONRHDEFET D, LnL, FRESNEAEFRPEEIICETE TRV E SIS AR
PR D 2 &id, EEP LRI TH L Z L2 56O TR, ARG EHIET
73, Amgen DGEDEE A MG EIITFER (FFAT0) IZEoTBWDIEIEL
(A%

AP TrE, Thomas SN E R A2 FE#H L, Kennedy I FHA Z AUZFIFA, Scalia
RHFO—HIZFEFAL TV D,

[zl

RERROEBEMIL, 55T 23K K D EEOHEE 258D 2 8D —2720

(2. 7 7 ARATOBPECREM 2 2 L 72 W D137,

—  EEMENEBIIGHLC L o TREHTE A L0 o 8T HHEEORE] Th 5,
PICARBRIZB O TEHEEVERTEH SR> HBAIE. FREKTT5207T, %
T 7 ADRA & W9 5 aBED 720N,

7 T AGE DB CEENMEDOFEN N AR E - T E BN 2 SGRES DR 2 2 H TE 20
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6  Halliburton IT |4

[F3]

Halliburton I OZERHEIZIB VT, #EE, BERRBEMROKGEL L THRH L TV
1L, RERRPMEICERE G52 T eholc Z EOFEILTH & D & FIRE L, BT
Halliburton ®FiRA Y RIF5 2 &2 HG L5 JL«@ X PERRFHIPT & Aliks 5228 (price
impact) OFGEIFHEFEEFETOLRBD HND & L, IE#EL, OBasic HIROEFHOHEE %
EL?” D, BIELZED T RENE I, @b LEIE Lfotb‘f/%/a\ WX, 7T AR DB

BT, S B EDO RINZFEAT 5 Z LIk HEEAKGET 2Ha2 52 6 b &N
ED D 2 FITHOWT, #E EiFaiwiz,

(=]
[13EFE 7] (Roberts M =HIF 2> 6 4)
1 AEEHOHEE H R OHERF

Halliburton (X, Basic ik 2 D DH{HEAS H TIIAL Y L2720 T, HIBINEE S
HREZEEFRT D,

F 1T, A BT, PROEATHAGH (efficient capital market hypothesis) 73k Y
SETETRVEEHLAS WS B THH D LV, T LT, B DRI OWTO TSI OGS
DNTOMNHLY B LVIFEHTHY, HDH— me%% FEFADH 72 2 WIS LT
LR TH -T2 | HIRHTRNST20D T 5,

Halliburton /&, fidsOEAINS SO ABER A KT DRI %Téfxﬁ%ﬁ@%ﬁ%
A M THH, Basic HIROEHFNIER1 H D Z LITEEO TRV | EHOHEEZRD
T LiE, ABREEA EN ST R IEREIC TSI IS KBS D Ao \T@%ﬁ@ﬁéﬁ%ﬁ
A5 2BHT 250 TIERNWERRATN D, FHFNL, —BUCHW- T, fitho 7
2 ST O AR I NI EERER, 18> THBHMKICEEL 525 & 5 RIEHRO
%< % (most) ZFE L TWVD &V ) FMERAMHEAZ EWTWS7E1T ThH D, Halliburton
DEIAT 25T, 208D RIEMERAHR AR ET 2 b O TIEZRYY,

% 2 |2, Halliburton (%, HEHE N TSGAMEE OMEM (integrity) Z {5 L CTHREZAT
9 &), Basic HIEMMOEICE W TV DM A W35, Halliburton 1% < 6% 5] A
T L0, FOS HEBELROT, RN/ £ 72 1308 KN S ATV D EAE T TV Al
HHFEEF (value investor) TH A9, Lo>L. Basic HIRIMMHEREZOFAELEEET D
HLOTIE RN, EOL 9 RBERIL, MDA EEMICITEE R ERZ XS 5 LR H

EELTVWL20THD (ZOXIRIHEERRNE LD, L 5Ro TlERER

RS Z/D DN 2), T2 LnZ, MifEREFITIG I ORFIIliE 2 F L Ty, L
L. BEOHEEZZ T D72DIiE, AENRHIHBINICTSMEREZ KB 2 SE 0T

4 Halliburton Co. v. Erica P. John Fund, Inc., 134 S. Ct. 2398 (2014). fi#ai & LT, e
% [Halliburton Ffffm#HR OGS rE9 2042 5 (2014) 41 H,
6
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TRV %,

Halliburton ¥ X O O [FZE X, Basic Hliki%, Gt F A - 77 va v aRiET 52
IRV, BATEOHLMRAGI SR L CEZEFRETS, LiL, TOX 57200

THERICE > THIGSNDNE LD TH Y | 7T 1995 FOFLAIRESTRL LR (Private
Securities Litigation Reform Act of 1995) (2L > CTxfLE N T X7,

2 7T ARABEREIC BT D PG

Halliburton (%, Basic *U%%%ET% 2ODIEREE LT 5,

F LT, EEOMELRESE D200, REIT, RERTROMASZENMEZZER L7220
NER 20 NI LD TH D, 72 LN, Basic HIHRNSERA L2 EHEAET O 4 SO (A
F. BENE, WHORRME BREIORE) o5 b5, /i 3F MBI mT bbb o
ThH D, L. Basic IR OEHHEE OB 2 SO EREN L2 D, 5 112, J]RED,
RELRBAREINTEY, HETHY, 2 OFER, —RIICBhEN 2T TS % L
722 & ZFEI L2 HBITIE, I ARER RIS L 5272 L OWELZ T D Z &R
TX %, % 212, A&, BEES 2 WIS TS THRAZEA L. Z L 23EH L7256

T, BHIFAERFEEE L CTHRAAEG LI b DEEZZ T H 2 N TE 5, FEME
%%ﬁ@ PEZ EHECFEN] L7221 hud e 72 &\ 9 Halliburton OFEZRIE, 26 1 OREAEESR

ERENOGES Z LD, TEOFEEILH 20720 OMBETIE WD, — I
BHRARTHICB N T, BELAERTRPKRMICEELGEZ RV EbHVED, 1215
Z %, Basic HliRIZ, FFEDNRERRDPMMEI L G- 2 0o T2 & ) G OS2 1

252 TW5D, Fixid, Basic PR ZDFEIET 5 2 IR DIAEDTEREZRD D Z LIXT
ERAAN

% 212, Halliburton &, 7 7 AR AERST, NERTRPEIMIZEE L 52 ol
IR LY HEEEZBT Z L ARO LS LR %‘é—éo Fex 1T Z ORBITHELT 5,

ﬁEEEle% 2 T AR DB THAE DM M A R E T LA RN T 5 Z L, £

N, HEEDRGETIEZR <, m%ﬁﬁﬁﬁ‘ﬁ%}iﬁfﬁ‘é HZFEORRY | RO LN TE T,
L, 20X D REIBRITEWRN < AARHERER, &2 7 7 ARTTOEME
T, WEN62DA R MIBETHA R b« AXT 4 &R L, 205 HO 1 203HE
DREFRRTH-T- T 5, MBS, R ENTH 7203, REFRITH L CEfiE
DGR ERE LTS, ZHXMEEHOHELZZET O TIdWnWe W Bl T2
T AREATH T LT LY,

ZD XKD 2B LK R Basic MR OfEE L © P &9 %, Basic IO MG k4 5 5E
HIERGR O FC, FEOMEZRE I T2 THORRNE L hoORiREM X, MiksEEN: %/

7
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BRICERAT LD TH D, €O 7L TiuUE, #EITIT, Mk EENE D B 22 RGIE 2 78
WHRETHD,

PERECHIFTIZ, Amgen HPIZH&HL L C, Halliburton (X7 7 A8 0] D B Cffikg 7228
DGEZEFRHTE RV EHB L7z, LU, Amgen HiRkiX, 7 7 AFE A OB CJRA N E
VAR L2 TSR DRV E I MNICHONWTHRLE LD Th 5, EEMIL Basic H
ROHEE ORISR TH D2, ZruTsA RFRA 23 525 (3) 5 O SFEMED Hiff: & B
L72ANWDT, ARFEFTHELHBEND & Fex 1THR L7z, EPJ Fund 1, MifEEEMEO
HEEOBEMELFE L THDL E VS, LIL, I ERIIEEME L EBERRTRERD, i

ML, Basic HIROEARWZRFHETH Y . 7 T ARATBRED SR NED G R & < BItR
LTW5,

DN 7 T ZGRATDEFECHEA ST DD THIUE, 7 7 A2kl ﬁwé%ﬁ:ﬂ@
LZHEBENEARBEBICHLE L LTH, 7720 EH L TET LS RFREIZ
LRV, AU L, iR EEEEIZOW T, 7 T AFEATERME T T F"ﬂ%ﬁ’méﬁmmﬁp
RENTWLDOTHY, 77 AT T, EAERY RIS X 5 ik s2 8 oD SGE 2 78
TRVERERIE R,

[Ginsburg #|5. Breyer |5, Sotomayor |52 L 5 &R E ]

MFE BN DB G2 REEREDN D 7 T ARFEPEA~F O D Z &1, BB cHATE
2T A ANNY —OHFPAZILT 5 Z LI22 D, bo b b, MHEZEEN RN & DONRER
fRIEHEE A D DT, ARHEPRILFEZRFFA O RS BN AE AR T b O Ty, LLEo
PR A T & U CIEIER ISR T D,

[Thomas |45, Scalia H|=F, Alito HHEOE R (GLERRHER) ]

Basic IR K DEFOHEEITFAY Th o7, ZOBMITE 112, HHFB, F00bHD
e Bl & BEEFHOITENC OV TORS LEBUKL L 26 THY | 5 2 12, Thds,
7 T AR 2R DRI, B OF R L LBOF RN TH DH & D EED LR
% 3R oD @R EFHIA 23 RICBET D HBNECK T 206 Th 5, 5312, HEINIEHE
B EAERGEET D Z ENARARETH Y | FHOBEMFZFELTHDIELWNSETH D,

Basic HIRDSHHRE E T2 HFED S B AREWRPTTHMARIKB S TND L) Al
RRPVEAR TG IHUS L L 72 6 D TdH 5725, Basic HRLUR, £ OfEH BERITIA < #EHIZ
SHENTWD, Fo, TENAREREKTDHICLTH, EMICKRYT D LITRL 72
W2 L aR T Z < OFEIIER D %,
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Basic AR AR E T5 8 9 —2DOHEFE, THbLEEZRIITIHOMELLZEEL TV D
EWVIH R, TR Th D, L OBREFIE, TR A I KEHIE F 72 13/ NG LT
HEELTWAENLZZE, BB ZLTWSEDTHD L, MOWEFIT, itk & BIROA2

BT, &2 IXMEBMEOFRE, BlEDEE, N—F 74+ U AOMBZ OHIZTE LT
Wo,

ZHERIT. RBERIMHRELZES L THREBFELRBELEO LT5, LL, 20X
O IRRRbE AR 1T, Basic HPROFIRILE LS L, £, ZEERIT, TGN EKHE
fili « i/ NEEE L TO D MERER S Rk, TSN ARERE XRS5 Z L 2FELT
WD EW S A B OB SRS S AR WA B L T, ERIE, AFRE
WA WG NZFHEVIAATZ L FRT D Z T TERVETTH D,

Basic R I1X, #HICGEOBEERE 52 TND L HICHhx D, LnL, 77 AR OB
T, KEREZ 7 ARFIZXHF L TOR, ENDHDT, 7 7 ARKOBEEGET D &
FEE LV, 7 T ARAMRIT, BHPTAEEHOBEFOMGEAEMR L TE 2, [FEEOMGEL R
OI-FEFL, fTTH D RulelOb-5 FFFAH 6 LA L9, Basic HIRIZ, [BIHOZE:
Z HEWITHERET D DITHE LY,

[

1 EHOHE

(1) ZhRIEARTISEEUAKI S DD TRV &

Basic HliRA H S 7z 1988 LU, 1EHICKT T DRSS TG ORI OV TIE, REE
BT 2N ZHAFR I N TR Y, TiGHIxd 5 FEKEER OD%EM)&M\T“%%:O
ZHCERIL, TGRS 2 FEERIL, TGO EELRHRE T2 DTN E LT,
Basic R Z#ERE L7, Basic HIRREE ORFEGRITEKIL L TWA LD TRNZ LiX, 7
LONZZDMY Tho, LaL, THHOEME] 13, #KRE LT, BEOHEDIZODH
tFo—o2 b N Tn5,

S T, Basic R IL, 5% 2 FE kB R & xﬂéﬁ’]ﬂ?%ﬂiu}ﬁ%n’iv\o AR Ak,
B DA O TGS D FEIIE M A I LTV DR Y . TGS KT 5 FEEER I L 0 (%
HWET 272012, FEFRTEN—RINNRNTH D Z L 2R THENRN & 75\ Fei Y
BB & C& 725, Halliburton 1 35 X OF Halliburton II Ci&, £ < O%E DSEHIFT
DK (amici curiae) & LCEAEZFEIZN, Tho0Z< b, HHFTIXTE R FNTH
DME D PTIER L. FEDARER RPN TGS B L G522 E 9 NTERTRET

5 Jonathan R. Macey et al., Lessons from Financial Economics: Materiality, Reliance,
and Extending the Reach of Basic v. Levinson, 77 Va. L. Rev. 1017, 1021 (1991).
9
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HHELTND,

(2) Bebchuk & Ferrell ™ 5. fifé

— %z, T, RIS ESE D EMS (arbitrage opportunity) W72 WA TR T
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Syllabus

NOTE: Where it is feasible, a syllabus (headnote) will be released, as is
being done in connection with this case, at the time the opinion is issued.
The syllabus constitutes no part of the opinion of the Court but has been
prepared by the Reporter of Decisions for the convenience of the reader.
See United States v. Detroit Timber & Lumber Co., 200 U. S. 321, 337.

SUPREME COURT OF THE UNITED STATES

Syllabus

ERICA P. JOHN FUND, INC., FKA ARCHDIOCESE OF
MILWAUKEE SUPPORTING FUND, INC. v.
HALLIBURTON CO. ET AL.

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR
THE FIFTH CIRCUIT

No. 09-1403. Argued April 25, 2011—Decided June 6, 2011

Petitioner Erica P. John Fund, Inc. (EPJ Fund), is the lead plaintiff in a
putative securities fraud class action filed against Halliburton Co.
and one of its executives (collectively Halliburton). EPJ Fund alleges
that Halliburton made various misrepresentations designed to inflate
the company’s stock price, in violation of §10(b) of the Securities Ex-
change Act of 1934 and Securities and Exchange Commission Rule
10b—5. EPJ Fund also contends that Halliburton later made a num-
ber of corrective disclosures that caused the stock price to drop and,
consequently, investors to lose money. EPJ Fund sought to have its
proposed class certified pursuant to Federal Rule of Civil Procedure
23. The District Court found that the suit could proceed as a class
action under Rule 23(b)(3), but for one problem: Fifth Circuit prece-
dent required securities fraud plaintiffs to prove “loss causation”—
i.e., that the defendant’s deceptive conduct caused the investors’
claimed economic loss—in order to obtain class certification. The
District Court concluded that EPJ Fund had failed to satisfy that re-
quirement. The Court of Appeals agreed and affirmed the denial of
class certification.

Held: Securities fraud plaintiffs need not prove loss causation in order
to obtain class certification. Pp. 3—10.

(a) In order to certify a class under Rule 23(b)(3), a court must find
“that the questions of law or fact common to class members predomi-
nate over any questions affecting only individual members, and that
a class action is superior to other available methods for fairly and ef-
ficiently adjudicating the controversy.” Considering whether “ques-
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tions of law or fact common to class members predominate” begins, of
course, with the elements of the underlying cause of action. The ele-
ments of a private securities fraud claim based on violations of §10(b)
and Rule 10b—5 are: “(1) a material misrepresentation or omission by
the defendant; (2) scienter; (3) a connection between the misrepresen-
tation or omission and the purchase or sale of a security; (4) reliance
upon the misrepresentation or omission; (5) economic loss; and (6)
loss causation.” Mairixx Initiatives, Inc. v. Siracusano, 563 U. S. ___,

Whether common questions of law or fact predominate in such an
action often turns on the element of reliance. The traditional way a
plaintiff can demonstrate reliance is by showing that he was aware of
a company’s statement and engaged in a relevant transaction—e.g.,
purchasing common stock—based on that specific misrepresentation.
The Court recognized in Basic Inc. v. Levinson, 485 U. S. 224, how-
ever, that “[r]Jequiring proof of individualized reliance from each
member of the proposed plaintiff class effectively would” prevent such
plaintiffs “from proceeding with a class action, since individual is-
sues” would “overwhelm| | the common ones.” Id., at 242. The Court
in Basic sought to alleviate that concern by permitting plaintiffs to
invoke a rebuttable presumption of reliance based on what is known
as the “fraud-on-the-market” theory. According to that theory, “the
market price of shares traded on well-developed markets reflects all
publicly available information, and, hence, any material misrepre-
sentations.” Id., at 246. Under that doctrine, the Court explained,
one can assume an investor relies on public misstatements whenever
he “buys or sells stock at the price set by the market.” Id., at 247.
The Court also made clear that the presumption could be rebutted by
appropriate evidence. Pp. 3-5.

(b) It is undisputed that securities fraud plaintiffs must prove cer-
tain things in order to invoke Basic’s rebuttable presumption of reli-
ance. According to the Court of Appeals, EPJ Fund had to prove the
separate element of loss causation in order to trigger the presump-
tion. That requirement is not justified by Basic or its logic. This
Court has never mentioned loss causation as a precondition for invok-
ing Basic’s rebuttable presumption. Loss causation addresses a mat-
ter different from whether an investor relied on a misrepresentation,
presumptively or otherwise, when buying or selling a stock.

The Court has referred to the element of reliance in a private Rule
10b—5 action as “transaction causation,” not loss causation. Dura
Pharmaceuticals, Inc. v. Broudo, 544 U. S. 336, 341-342. Consistent
with that description, when considering whether a plaintiff has relied
on a misrepresentation, the Court has typically focused on facts sur-
rounding the investor’s decision to engage in the transaction. Loss
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causation, by contrast, requires a plaintiff to show that the misrepre-
sentation caused a subsequent economic loss. That has nothing to do
with whether an investor relied on that misrepresentation in the first
place, either directly or through the fraud-on-the-market theory. The
Court of Appeals’ rule contravenes Basic’s fundamental premise—
that an investor presumptively relies on a misrepresentation so long
as it was reflected in the market price at the time of his transaction.
Pp. 5-8.

(c) Halliburton concedes that securities fraud plaintiffs should not
be required to prove loss causation in order to invoke Basic’s pre-
sumption of reliance. Halliburton nonetheless defends the judgment
below on the ground that the Court of Appeals did not actually re-
quire EPJ Fund to prove “loss causation” as the Court has used that
term. According to Halliburton, “loss causation” was shorthand for a
different analysis. The lower court’s actual inquiry, Halliburton in-
sists, was whether EPJ Fund had demonstrated “price impact”—that
is, whether the alleged misrepresentations affected the market price
in the first place.

The Court does not accept Halliburton’s interpretation of the Court
of Appeals’ opinion. Loss causation is a familiar and distinct concept
in securities law; it is not price impact. Whatever Halliburton thinks
the Court of Appeals meant to say, what it said was loss causation.
The Court takes the Court of Appeals at its word. Based on those
words, the decision below cannot stand. Pp. 8-9.

597 F. 3d 330, vacated and remanded.

ROBERTS, C. J., delivered the opinion for a unanimous Court.

61



Cite as: 563 U. S. (2011) 1

Opinion of the Court

NOTICE: This opinion is subject to formal revision before publication in the
preliminary print of the United States Reports. Readers are requested to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order
that corrections may be made before the preliminary print goes to press.

SUPREME COURT OF THE UNITED STATES

No. 09-1403

ERICA P. JOHN FUND, INC., FKA ARCHDIOCESE
OF MILWAUKEE SUPPORTING FUND, INC.,
PETITIONER v. HALLIBURTON CO. ET AL.

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIFTH CIRCUIT

[June 6, 2011]

CHIEF JUSTICE ROBERTS delivered the opinion of the
Court.

To prevail on the merits in a private securities fraud
action, investors must demonstrate that the defendant’s
deceptive conduct caused their claimed economic loss.
This requirement is commonly referred to as “loss causa-
tion.” The question presented in this case is whether
securities fraud plaintiffs must also prove loss causation
in order to obtain class certification. We hold that they
need not.

I

Petitioner Erica P. John Fund, Inc. (EPJ Fund), is the
lead plaintiff in a putative securities fraud class action
filed against Halliburton Co. and one of its executives
(collectively Halliburton). The suit was brought on behalf
of all investors who purchased Halliburton common stock
between June 3, 1999, and December 7, 2001.

EPJ Fund alleges that Halliburton made various mis-
representations designed to inflate its stock price, in viola-
tion of §10(b) of the Securities Exchange Act of 1934 and
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Securities and Exchange Commission Rule 10b—5. See 48
Stat. 891, 15 U. S. C. §78j(b); 17 CFR §240.10b—5 (2010).
The complaint asserts that Halliburton deliberately made
false statements about (1) the scope of its potential liabil-
ity in asbestos litigation, (2) its expected revenue from
certain construction contracts, and (3) the benefits of its
merger with another company. EPJ Fund contends that
Halliburton later made a number of corrective disclosures
that caused its stock price to drop and, consequently,
investors to lose money.

After defeating a motion to dismiss, EPJ Fund sought to
have its proposed class certified pursuant to Federal Rule
of Civil Procedure 23. The parties agreed, and the District
Court held, that EPJ Fund satisfied the general require-
ments for class actions set out in Rule 23(a): The class was
sufficiently numerous, there were common questions of
law or fact, the claims of the representative parties were
typical, and the representative parties would fairly and
adequately protect the interests of the class. See App. to
Pet. for Cert. 3a.

The District Court also found that the action could
proceed as a class action under Rule 23(b)(3), but for one
problem: Circuit precedent required securities fraud plain-
tiffs to prove “loss causation” in order to obtain class certi-
fication. Id., at 4a, and n. 2 (citing Oscar Private Equity
Invs. v. Allegiance Telecom, Inc., 487 F. 3d 261, 269 (CA5
2007)). As the District Court explained, loss causation is
the “‘causal connection between the material misrepresen-
tation and the [economic] loss’” suffered by investors.
App. to Pet. for Cert. 5a, and n. 3 (quoting Dura Pharma-
ceuticals, Inc. v. Broudo, 544 U. S. 336, 342 (2005)). After
reviewing the alleged misrepresentations and corrective
disclosures, the District Court concluded that it could not
certify the class in this case because EPJ Fund had “failed
to establish loss causation with respect to any” of its
claims. App. to Pet. for Cert. 54a. The court made clear,
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however, that absent “this stringent loss causation re-
quirement,” it would have granted the Fund’s certification
request. Ibid.

The Court of Appeals affirmed the denial of class certifi-
cation. See 597 F. 3d 330 (CA5 2010). It confirmed that,
“[i]ln order to obtain class certification on its claims, [EPJ
Fund] was required to prove loss causation, i.e., that the
corrected truth of the former falsehoods actually caused
the stock price to fall and resulted in the losses.” Id., at
334. Like the District Court, the Court of Appeals con-
cluded that EPJ Fund had failed to meet the “require-
ments for proving loss causation at the class certification
stage.” Id., at 344.

We granted the Fund’s petition for certiorari, 562 U. S.
___(2011), to resolve a conflict among the Circuits as to
whether securities fraud plaintiffs must prove loss causa-
tion in order to obtain class certification. Compare 597
F. 3d, at 334 (case below), with In re Salomon Analyst
Metromedia Litigation, 544 F. 3d 474, 483 (CA2 2008) (not
requiring investors to prove loss causation at class certifi-
cation stage); Schleicher v. Wendt, 618 F. 3d 679, 687 (CA7
2010) (same); In re DVI, Inc. Securities Litigation, No. 08—
8033 etc., 2011 WL 1125926, *7 (CA3, Mar. 29, 2011)
(same; decided after certiorari was granted).

II

EPJ Fund contends that the Court of Appeals erred by
requiring proof of loss causation for class certification. We
agree.

A

As noted, the sole dispute here is whether EPJ Fund
satisfied the prerequisites of Rule 23(b)(3). In order to
certify a class under that Rule, a court must find “that the
questions of law or fact common to class members pre-
dominate over any questions affecting only individual
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members, and that a class action is superior to other
available methods for fairly and efficiently adjudicating
the controversy.” Fed. Rule Civ. Proc. 23(b)(3). Consider-
ing whether “questions of law or fact common to class
members predominate” begins, of course, with the ele-
ments of the underlying cause of action. The elements of a
private securities fraud claim based on violations of §10(b)
and Rule 10b-5 are: “‘(1) a material misrepresentation or
omission by the defendant; (2) scienter; (3) a connection
between the misrepresentation or omission and the pur-
chase or sale of a security; (4) reliance upon the misre-
presentation or omission; (5) economic loss; and (6) loss
causation.”” Matrixx Initiatives, Inc. v. Siracusano, 563
U.S.__, __ (2011) (slip op., at 9) (quoting Stoneridge
Investment Partners, LLC v. Scientific-Atlanta, Inc., 552
U. S. 148, 157 (2008)).

Whether common questions of law or fact predominate
In a securities fraud action often turns on the element of
reliance. The courts below determined that EPJ Fund had
to prove the separate element of loss causation in order to
establish that reliance was capable of resolution on a
common, classwide basis.

“Reliance by the plaintiff upon the defendant’s deceptive
acts is an essential element of the §10(b) private cause of
action.” Stoneridge, supra, at 159. This is because proof of
reliance ensures that there i1s a proper “connection be-
tween a defendant’s misrepresentation and a plaintiff’s
injury.” Basic Inc. v. Levinson, 485 U. S. 224, 243 (1988).
The traditional (and most direct) way a plaintiff can
demonstrate reliance is by showing that he was aware
of a company’s statement and engaged in a relevant
transaction—e.g., purchasing common stock—based on
that specific misrepresentation. In that situation, the
plaintiff plainly would have relied on the company’s decep-
tive conduct. A plaintiff unaware of the relevant state-
ment, on the other hand, could not establish reliance on
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that basis.

We recognized in Basic, however, that limiting proof of
reliance in such a way “would place an unnecessarily
unrealistic evidentiary burden on the Rule 10b—5 plaintiff
who has traded on an impersonal market.” Id., at 245.
We also observed that “[r]equiring proof of individualized
reliance from each member of the proposed plaintiff class
effectively would” prevent such plaintiffs “from proceeding
with a class action, since individual issues” would “over-
whelm[ ] the common ones.” Id., at 242.

The Court in Basic sought to alleviate those related
concerns by permitting plaintiffs to invoke a rebuttable
presumption of reliance based on what is known as the
“fraud-on-the-market” theory. According to that theory,
“the market price of shares traded on well-developed
markets reflects all publicly available information, and,
hence, any material misrepresentations.” Id., at 246.
Because the market “transmits information to the investor
in the processed form of a market price,” we can assume,
the Court explained, that an investor relies on public
misstatements whenever he “buys or sells stock at the
price set by the market.” Id., at 244, 247 (internal quota-
tion marks omitted); see also Stoneridge, supra, at 159;
Dura Pharmaceuticals, 544 U. S., at 341-342. The Court
also made clear that the presumption was just that, and
could be rebutted by appropriate evidence. See Basic,
supra, at 248.

B

It is undisputed that securities fraud plaintiffs must
prove certain things in order to invoke Basic’s rebuttable
presumption of reliance. It is common ground, for exam-
ple, that plaintiffs must demonstrate that the alleged
misrepresentations were publicly known (else how would
the market take them into account?), that the stock traded
in an efficient market, and that the relevant transaction
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took place “between the time the misrepresentations were
made and the time the truth was revealed.” Basic, 485
U. S., at 248, n. 27; id., at 241-247; see also Stoneridge,
supra, at 159.

According to the Court of Appeals, EPJ Fund also had to
establish loss causation at the certification stage to “trig-
ger the fraud-on-the-market presumption.” 597 F. 3d, at
335 (internal quotation marks omitted); see ibid. (EPJ
Fund must “establish a causal link between the alleged
falsehoods and its losses in order to invoke the fraud-on-
the-market presumption”). The court determined that, in
order to invoke a rebuttable presumption of reliance, EPJ
Fund needed to prove that the decline in Halliburton’s
stock was “because of the correction to a prior misleading
statement” and “that the subsequent loss could not other-
wise be explained by some additional factors revealed then
to the market.” Id., at 336 (emphasis deleted). This is the
loss causation requirement as we have described it. See
Dura Pharmaceuticals, supra, at 342; see also 15 U. S. C.
§78u—4(b)(4).

The Court of Appeals’ requirement is not justified by
Basic or its logic. To begin, we have never before men-
tioned loss causation as a precondition for invoking Basic’s
rebuttable presumption of reliance. The term “loss causa-
tion” does not even appear in our Basic opinion. And for
good reason: Loss causation addresses a matter different
from whether an investor relied on a misrepresentation,
presumptively or otherwise, when buying or selling a
stock.

We have referred to the element of reliance in a pri-
vate Rule 10b—5 action as “transaction causation,” not loss
causation. Dura Pharmaceuticals, supra, at 341-342
(citing Basic, supra, at 248-249). Consistent with that
description, when considering whether a plaintiff has
relied on a misrepresentation, we have typically focused
on facts surrounding the investor’s decision to engage in
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the transaction. See Dura Pharmaceuticals, supra, at
342. Under Basic’s fraud-on-the-market doctrine, an in-
vestor presumptively relies on a defendant’s misrepre-
sentation if that “information is reflected in [the] market
price” of the stock at the time of the relevant transaction.
See Basic, 485 U. S., at 247.

Loss causation, by contrast, requires a plaintiff to show
that a misrepresentation that affected the integrity of the
market price also caused a subsequent economic loss. As
we made clear in Dura Pharmaceuticals, the fact that a
stock’s “price on the date of purchase was inflated because
of [a] misrepresentation” does not necessarily mean that
the misstatement is the cause of a later decline in value.
544 U. S., at 342 (emphasis deleted; internal quotation
marks omitted). We observed that the drop could instead
be the result of other intervening causes, such as “changed
economic circumstances, changed investor expectations,
new industry-specific or firm-specific facts, conditions, or
other events.” Id., at 342—343. If one of those factors were
responsible for the loss or part of it, a plaintiff would not
be able to prove loss causation to that extent. This is true
even if the investor purchased the stock at a distorted
price, and thereby presumptively relied on the misrepre-
sentation reflected in that price.

According to the Court of Appeals, however, an inability
to prove loss causation would prevent a plaintiff from
invoking the rebuttable presumption of reliance. Such a
rule contravenes Basic’s fundamental premise—that an
investor presumptively relies on a misrepresentation so
long as it was reflected in the market price at the time of
his transaction. The fact that a subsequent loss may have
been caused by factors other than the revelation of a mis-
representation has nothing to do with whether an investor
relied on the misrepresentation in the first place, either
directly or presumptively through the fraud-on-the-market
theory. Loss causation has no logical connection to the
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facts necessary to establish the efficient market predicate
to the fraud-on-the-market theory.

The Court of Appeals erred by requiring EPJ Fund
to show loss causation as a condition of obtaining class
certification.

C

Halliburton concedes that securities fraud plaintiffs
should not be required to prove loss causation in order to
invoke Basic’s presumption of reliance or otherwise
achieve class certification. See Tr. of Oral Arg. 26-29.
Halliburton nonetheless defends the judgment below on
the ground that the Court of Appeals did not actually
require plaintiffs to prove “loss causation” as we have used
that term. See id., at 27 (“it’s not loss causation as this
Court knows it in Dura”). According to Halliburton, “loss
causation” was merely “shorthand” for a different analysis.
Brief for Respondents 18. The lower court’s actual in-
quiry, Halliburton insists, was whether EPJ Fund had
demonstrated “price impact”—that is, whether the alleged
misrepresentations affected the market price in the first
place. See, e.g., id., at 16-19, 24-27, 50-51; see also Tr. of
Oral Arg. 27 (stating that the Court of Appeals’ “test is
simply price impact” and that EPJ Fund’s “only burden
under the Fifth Circuit case law was to show price
impact”).*

“Price impact” simply refers to the effect of a misrepre-
sentation on a stock price. Halliburton’s theory is that if a

*Halliburton further concedes that, even if its conception of what the
Court of Appeals meant by “loss causation” is correct, the Court of
Appeals erred by placing the initial burden on EPJ Fund. See Tr. of
Oral Arg. 29 (“We agree . . . that the Fifth Circuit put the initial burden
of production on the plaintiff, and that’s contrary to Basic”). According
to Halliburton, a plaintiff must prove price impact only after Basic’s
presumption has been successfully rebutted by the defendant. Tr. of
Oral Arg. 28, 38-40. We express no views on the merits of such a
framework.
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misrepresentation does not affect market price, an inves-
tor cannot be said to have relied on the misrepresentation
merely because he purchased stock at that price. If the
price is unaffected by the fraud, the price does not reflect
the fraud.

We do not accept Halliburton’s wishful interpretation of
the Court of Appeals’ opinion. As we have explained, loss
causation is a familiar and distinct concept in securities
law; it 1s not price impact. While the opinion below may
include some language consistent with a “price impact”
approach, see, e.g., 597 F. 3d, at 336, we simply cannot
ignore the Court of Appeals’ repeated and explicit refer-
ences to “loss causation,” see id., at 334 (three times), 334
n. 2, 335, 335 n. 10 (twice), 335 n. 11, 336, 336 n. 19, 336
n. 20, 337, 338, 341 (twice), 341 n. 46, 342 n. 47, 343, 344
(three times).

Whatever Halliburton thinks the Court of Appeals
meant to say, what it said was loss causation: “[EPJ Fund]
was required to prove loss causation, i.e., that the cor-
rected truth of the former falsehoods actually caused the
stock price to fall and resulted in the losses.” 597 F. 3d, at
334; see id., at 335 (“we require plaintiffs to establish loss
causation in order to trigger the fraud-on-the-market
presumption” (internal quotation marks omitted)). We
take the Court of Appeals at its word. Based on those
words, the decision below cannot stand.

* * *

Because we conclude the Court of Appeals erred by
requiring EPJ Fund to prove loss causation at the certifi-
cation stage, we need not, and do not, address any other
question about Basic, its presumption, or how and when it
may be rebutted. To the extent Halliburton has preserved
any further arguments against class certification, they
may be addressed in the first instance by the Court of
Appeals on remand.
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The judgment of the Court of Appeals is vacated, and
the case is remanded for further proceedings consistent
with this opinion.

It is so ordered.
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To recover damages in a private securities-fraud action under §10(b) of
the Securities Exchange Act of 1934 and Securities and Exchange
Commission Rule 10b-5, a plaintiff must prove, among other things,
reliance on a material misrepresentation or omission made by the de-
fendant. Matrixx Initiatives, Inc. v. Siracusano, 563 U.S.
Requiring proof of direct reliance “would place an unnecessarily un-
realistic evidentiary burden on [a] plaintiff who has traded on an im-
personal market.” Basic Inc. v. Levinson, 485 U. S. 224, 245. Thus,
this Court has endorsed a “fraud-on-the-market” theory, which per-
mits securities-fraud plaintiffs to invoke a rebuttable presumption of
reliance on public, material misrepresentations regarding securities
traded in an efficient market. Id., at 241-249. The fraud-on-the-
market theory facilitates the certification of securities-fraud class ac-
tions by permitting reliance to be proved on a classwide basis.

Invoking the fraud-on-the-market theory, respondent Connecticut
Retirement Plans and Trust Funds (Connecticut Retirement) sought
certification of a securities-fraud class action under Federal Rule of
Civil Procedure 23(b)(3) against biotechnology company Amgen Inc.
and several of its officers (collectively, Amgen). The District Court
certified the class, and the Ninth Circuit affirmed. The Ninth Circuit
rejected Amgen’s argument that Connecticut Retirement was re-
quired to prove the materiality of Amgen’s alleged misrepresenta-
tions and omissions before class certification in order to satisfy Rule
23(b)(3)’s requirement that “questions of law or fact common to class
members predominate over any questions affecting only individual
members.” The Ninth Circuit also held that the District Court did
not err in refusing to consider rebuttal evidence that Amgen had pre-
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sented on the issue of materiality at the class-certification stage.

Held: Proof of materiality is not a prerequisite to certification of a secu-

rities-fraud class action seeking money damages for alleged violations
of §10(b) and Rule 10b—5. Pp. 9-26.

(a) The pivotal inquiry in this case is whether proof of materiality
is needed to ensure that the questions of law or fact common to the
class will “predominate over any questions affecting only individual
members” as the litigation progresses. For two reasons, the answer
to this question is “no.” First, because materiality is judged accord-
ing to an objective standard, it can be proved through evidence com-
mon to the class. TSC Industries, Inc. v. Northway, Inc., 426 U. S.
438, 445. Thus, it is a common question for Rule 23(b)(3) purposes.
Second, a failure of proof on the common question of materiality
would not result in individual questions predominating. Instead, it
would end the case, for materiality is an essential element of a secu-
rities-fraud claim. Pp. 9-14.

(b) Amgen’s arguments to the contrary are unpersuasive. Pp. 14—
24.

(1) Amgen points to the Court’s statement in Erica P. John
Fund, Inc. v. Halliburton Co., 563 U.S. __ , _ , that “securities
fraud plaintiffs must prove certain things in order to invoke Basic’s
rebuttable presumption of reliance,” including “that the alleged mis-
representations were publicly known . . ., that the stock traded in an
efficient market, and that the relevant transaction took place ‘be-
tween the time the misrepresentations were made and the time the
truth was revealed.”” If these fraud-on-the-market predicates must
be proved before class certification, Amgen contends, materiality—
another fraud-on-the-market predicate—should be treated no differ-
ently. The Court disagrees. The requirement that a putative class
representative establish that it executed trades “between the time
the misrepresentations were made and the time the truth was re-
vealed” relates primarily to the Rule 23(a)(3) and (a)(4) inquiries into
typicality and adequacy of representation, not to the Rule 23(b)(3)
predominance inquiry. And unlike materiality, market efficiency and
the public nature of the alleged misrepresentations are not indispen-
sable elements of a Rule 10-5 claim. While the failure of common,
classwide proof of market efficiency or publicity leaves open the pro-
spect of individualized proof of reliance, the failure of common proof
on the issue of materiality ends the case for all class members.
Pp. 15-18.

(2) Amgen also contends that “policy considerations” militate in
favor of requiring precertification proof of materiality. Because class
certification can exert substantial pressure on the defendant to settle
rather than risk ruinous liability, Amgen asserts, materiality may
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never be addressed by a court if it is not required to be evaluated at
the class-certification stage. In this regard, however, materiality
does not differ from other essential elements of a Rule 10b—5 claim,
notably, the requirements that the statements or omissions on which
the plaintiff’s claims are based were false or misleading and that the
alleged statements or omissions caused the plaintiff to suffer econom-
ic loss. Significantly, while addressing the settlement pressures as-
sociated with securities-fraud class actions, Congress has rejected
calls to undo the fraud-on-the-market theory. And contrary to
Amgen’s argument that requiring proof of materiality before class
certification would conserve judicial resources, Amgen’s position
would necessitate time and resource intensive mini-trials on materi-
ality at the class-certification stage. Pp. 18-22.

(c) Also unavailing is Amgen’s claim that the District Court erred
by refusing to consider the rebuttal evidence Amgen proffered in op-
posing Connecticut Retirement’s class-certification motion. The
Ninth Circuit concluded, and Amgen does not contest, that Amgen’s
rebuttal evidence aimed to prove that the misrepresentations and
omissions alleged in Connecticut Retirement’s complaint were imma-
terial. The potential immateriality of Amgen’s alleged misrepresen-
tations and omissions, however, is no barrier to finding that common
questions predominate. Just as a plaintiff class’s inability to prove
materiality creates no risk that individual questions will predomi-
nate, a definitive rebuttal on the issue of materiality would not un-
dermine the predominance of questions common to the class. Pp. 24—
26.

660 F. 3d 1170, affirmed.

GINSBURG, J., delivered the opinion of the Court, in which ROBERTS,
C. dJ., and BREYER, ALITO, SOTOMAYOR, and KAGAN, JJ., joined. ALITO,
dJ., filed a concurring opinion. SCALIA, J., filed a dissenting opinion.
THOMAS, J., filed a dissenting opinion, in which KENNEDY, J., joined,
and in which SCALIA, J., joined except for Part I-B.
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SUPREME COURT OF THE UNITED STATES

No. 11-1085

AMGEN INC., ET AL., PETITIONERS v. CONNECTICUT
RETIREMENT PLANS AND TRUST FUNDS

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE NINTH CIRCUIT

[February 27, 2013]

JUSTICE GINSBURG delivered the opinion of the Court.

This case involves a securities-fraud complaint filed
by Connecticut Retirement Plans and Trust Funds (Con-
necticut Retirement) against biotechnology company
Amgen Inc. and several of its officers (collectively, Amgen).
Seeking class-action certification under Federal Rule of
Civil Procedure 23, Connecticut Retirement invoked the
“fraud-on-the-market” presumption endorsed by this Court
in Basic Inc. v. Levinson, 485 U. S. 224 (1988), and recog-
nized most recently in Erica P. John Fund, Inc. v. Halli-
burton Co., 563 U. S. ___ (2011). The fraud-on-the-market
premise is that the price of a security traded in an efficient
market will reflect all publicly available information about
a company; accordingly, a buyer of the security may be
presumed to have relied on that information in purchasing
the security.

Amgen has conceded the efficiency of the market for
the securities at issue and has not contested the public
character of the allegedly fraudulent statements on which
Connecticut Retirement’s complaint is based. Nor does
Amgen here dispute that Connecticut Retirement meets
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all of the class-action prerequisites stated in Rule 23(a):
(1) the alleged class “is so numerous that joinder of all
members is impracticable”; (2) “there are questions of law
or fact common to the class”; (3) Connecticut Retirement’s
claims are “typical of the claims ... of the class”; and (4)
Connecticut Retirement will “fairly and adequately protect
the interests of the class.”

The issue presented concerns the requirement stated in
Rule 23(b)(3) that “the questions of law or fact common to
class members predominate over any questions affecting
only individual members.” Amgen contends that to meet
the predominance requirement, Connecticut Retirement
must do more than plausibly plead that Amgen’s alleged
misrepresentations and misleading omissions materially
affected Amgen’s stock price. According to Amgen, certifi-
cation must be denied unless Connecticut Retirement
proves materiality, for immaterial misrepresentations or
omissions, by definition, would have no impact on Amgen’s
stock price in an efficient market.

While Connecticut Retirement certainly must prove
materiality to prevail on the merits, we hold that such
proof is not a prerequisite to class certification. Rule
23(b)(3) requires a showing that questions common to the
class predominate, not that those questions will be an-
swered, on the merits, in favor of the class. Because mate-
riality is judged according to an objective standard, the
materiality of Amgen’s alleged misrepresentations and
omissions 1s a question common to all members of the
class Connecticut Retirement would represent. The al-
leged misrepresentations and omissions, whether material
or immaterial, would be so equally for all investors com-
posing the class. As vital, the plaintiff class’s inability to
prove materiality would not result in individual questions
predominating. Instead, a failure of proof on the issue
of materiality would end the case, given that materiality
1s an essential element of the class members’ securities-

76



Cite as: 568 U. S. (2013) 3

Opinion of the Court

fraud claims. As to materiality, therefore, the class is
entirely cohesive: It will prevail or fail in unison. In no
event will the individual circumstances of particular class
members bear on the inquiry.

Essentially, Amgen, also the dissenters from today’s
decision, would have us put the cart before the horse. To
gain certification under Rule 23(b)(3), Amgen and the
dissenters urge, Connecticut Retirement must first estab-
lish that it will win the fray. But the office of a Rule
23(b)(3) certification ruling is not to adjudicate the case;
rather, it is to select the “metho[d]” best suited to adjudi-
cation of the controversy “fairly and efficiently.”

I
A

This case involves the interaction between federal
securities-fraud laws and Rule 23’s requirements for
class certification. To obtain certification of a class ac-
tion for money damages under Rule 23(b)(3), a plaintiff
must satisfy Rule 23(a)’s above-mentioned prerequisites
of numerosity, commonality, typicality, and adequacy of
representation, see supra, at 1-2, and must also establish
that “the questions of law or fact common to class mem-
bers predominate over any questions affecting only indi-
vidual members, and that a class action is superior to
other available methods for fairly and efficiently adjudi-
cating the controversy.” To recover damages in a private
securities-fraud action under §10(b) of the Securities
Exchange Act of 1934, 48 Stat. 891, as amended, 15
U. S. C. §78j(b) (2006 ed., Supp. V), and Securities and
Exchange Commission Rule 10b-5, 17 CFR §240.10b-5
(2011), a plaintiff must prove “(1) a material misrepresen-
tation or omission by the defendant; (2) scienter; (3) a
connection between the misrepresentation or omission and
the purchase or sale of a security; (4) reliance upon the
misrepresentation or omission; (5) economic loss; and (6)
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loss causation.” Matrixx Initiatives, Inc. v. Siracusano,
563 U.S.___ ,__ (2011) (slip op., at 9) (internal quotation
marks omitted).

“Reliance,” we have explained, “is an essential element
of the §10(b) private cause of action” because “proof of
reliance ensures that there is a proper connection between
a defendant’s misrepresentation and a plaintiff’s injury.”
Halliburton, 563 U.S., at __ (slip op., at 4) (internal
quotation marks omitted). “The traditional (and most
direct) way” for a plaintiff to demonstrate reliance “is by
showing that he was aware of a company’s statement and
engaged in a relevant transaction . . . based on that specific
misrepresentation.” Ibid. We have recognized, however,
that requiring proof of direct reliance “would place an
unnecessarily unrealistic evidentiary burden on [a] plain-
tiff who has traded on an impersonal market.” Basic, 485
U. S, at 245. Accordingly, in Basic the Court endorsed the
“fraud-on-the-market” theory, which permits certain Rule
10b—5 plaintiffs to invoke a rebuttable presumption of
reliance on material misrepresentations aired to the gen-
eral public. Id., at 241-249.1

The fraud-on-the-market theory rests on the premise
that certain well developed markets are efficient proces-
sors of public information. In such markets, the “market
price of shares” will “reflec[t] all publicly available infor-
mation.” Id., at 246. Few investors in such markets, if
any, can consistently achieve above-market returns by
trading based on publicly available information alone, for
if such above-market returns were readily attainable, it

1Part IV of Justice Blackmun’s opinion in Basic—the part endors-
ing the fraud-on-the-market theory—was joined by Justices Brennan,
Marshall, and Stevens. Together, these Justices composed a majority
of the quorum of six Justices who participated in the case. See 28
U. S. C. §1 (“The Supreme Court of the United States shall consist of a
Chief Justice of the United States and eight associate justices, any six
of whom shall constitute a quorum.”).
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would mean that market prices were not efficiently incor-
porating the full supply of public information. See R.
Brealey, S. Myers, & F. Allen, Principles of Corporate
Finance 330 (10th ed. 2011) (“[Iln an efficient market,
there is no way for most investors to achieve consistently
superior rates of return.”).

In Basic, we held that if a market is shown to be effi-
cient, courts may presume that investors who traded
securities in that market relied on public, material mis-
representations regarding those securities. See 485 U. S.,
at 245-247. This presumption springs from the very
concept of market efficiency. If a market is generally
efficient in incorporating publicly available information
into a security’s market price, it is reasonable to presume
that a particular public, material misrepresentation will
be reflected in the security’s price. Furthermore, it is
reasonable to presume that most investors—knowing that
they have little hope of outperforming the market in the
long run based solely on their analysis of publicly availa-
ble information—will rely on the security’s market price as
an unbiased assessment of the security’s value in light of
all public information. Thus, courts may presume that
investors trading in efficient markets indirectly rely on
public, material misrepresentations through their “reli-
ance on the integrity of the price set by the market.” Id.,
at 245. “[Tlhe presumption,” however, is “just that, and
[can] be rebutted by appropriate evidence.” Halliburton,
563 U.S., at ___ (slip op., at 5). See also Basic, 485 U. S.,
at 248-249 (providing examples of showings that would
rebut the fraud-on-the-market presumption).

Although fraud on the market is a substantive doctrine
of federal securities-fraud law that can be invoked by any
Rule 10b—5 plaintiff, see, e.g., Black v. Finantra Capital,
Inc., 418 F. 3d 203, 209 (CA2 2005); Blackie v. Barrack,
524 F. 2d 891, 908 (CA9 1975), the doctrine has particular
significance in securities-fraud class actions. Absent the
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fraud-on-the-market theory, the requirement that Rule
10b—5 plaintiffs establish reliance would ordinarily pre-
clude certification of a class action seeking money dam-
ages because individual reliance issues would overwhelm
questions common to the class. See Basic, 485 U. S., at
242. The fraud-on-the-market theory, however, facilitates
class certification by recognizing a rebuttable presumption
of classwide reliance on public, material misrepresenta-
tions when shares are traded in an efficient market. Ibid.2

B

In its complaint, Connecticut Retirement alleges that
Amgen violated §10(b) and Rule 10b—5 through certain
misrepresentations and misleading omissions regarding
the safety, efficacy, and marketing of two of its flagship
drugs.? According to Connecticut Retirement, these mis-
representations and omissions artificially inflated the
price of Amgen’s stock at the time Connecticut Retirement
and numerous other securities buyers purchased the
stock. When the truth came to light, Connecticut Retire-
ment asserts, Amgen’s stock price declined, resulting in
financial losses to those who purchased the stock at the
inflated price. In its answer to Connecticut Retirement’s
complaint, Amgen conceded that “[a]t all relevant times,
the market for [its] securities,” which are traded on the
NASDAQ stock exchange, “was an efficient market”; thus,
“the market for Amgen’s securities promptly digested
current information regarding Amgen from all publicly

2Although describing Basic’s adoption of the fraud-on-the-market
presumption of reliance as “questionable,” JUSTICE THOMAS’ dissent
acknowledges that “the Court has not been asked to revisit” that issue.
Post, at 45, n. 4. See also post, p. 1 (ALITO, J., concurring).

3Amgen’s allegedly improper marketing practices have sparked fed-
eral and state investigations and several whistleblower lawsuits. See
Dye, Amgen to pay $762 million in drug-marketing case, Washington
Post, Dec. 19, 2012, p. A17.
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available sources and reflected such information in
Amgen’s stock price.” Consolidated Amended Class Action
Complaint 99199200 in No. CV-07-2536 (CD Cal.);
Answer 49199-200.

The District Court granted Connecticut Retirement’s
motion to certify a class action under Rule 23(b)(3) on
behalf of all investors who purchased Amgen stock be-
tween the date of the first alleged misrepresentation and
the date of the last alleged corrective disclosure. After
granting Amgen’s request to take an interlocutory appeal
from the District Court’s class-certification order, see Fed.
Rule Civ. Proc. 23(f), the Court of Appeals affirmed. See
660 F. 3d 1170 (CA9 2011).

Amgen raised two arguments on appeal. First, Amgen
contended that the District Court erred by certifying the
proposed class without first requiring Connecticut Retire-
ment to prove that Amgen’s alleged misrepresentations
and omissions were material. Second, Amgen argued that
the District Court erred by refusing to consider certain
rebuttal evidence that Amgen had proffered in opposition
to Connecticut Retirement’s class-certification motion.
This evidence, in Amgen’s view, demonstrated that the
market was well aware of the truth regarding its alleged
misrepresentations and omissions at the time the class
members purchased their shares.

The Court of Appeals rejected both contentions.
Amgen’s first argument, the Court of Appeals noted, made
the uncontroversial point that immaterial misrepresenta-
tions and omissions “by definition [do] not affect . .. stock
price[s] in an efficient market.” Id., at 1175. Thus,
where misrepresentations and omissions are not material,
there is no basis for presuming classwide reliance on
those misrepresentations and omissions through the
information-processing mechanism of the market price.
“The problem with that argument,” the Court of Appeals ob-
served, is evident: “[B]ecause materiality is an element of
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the merits of their securities fraud claim, the plaintiffs
cannot both fail to prove materiality yet still have a viable
claim for which they would need to prove reliance individ-
ually.” Ibid. The Court of Appeals thus concluded that
“proof of materiality is not necessary” to ensure compli-
ance with Rule 23(b)(3)’s requirement that common ques-
tions predominate. Id., at 1177.

With respect to Amgen’s second argument, the Court of
Appeals determined that Amgen’s proffered rebuttal
evidence was merely “a method of refuting [the] materi-
ality” of the misrepresentations and omissions alleged
in Connecticut Retirement’s complaint. Ibid. Having al-
ready concluded that a securities-fraud plaintiff does not
need to prove materiality before class certification, the
court similarly held that “the district court correctly re-
fused to consider” Amgen’s rebuttal evidence “at the class
certification stage.” Ibid.

We granted Amgen’s petition for certiorari, 567 U. S. ___
(2012), to resolve a conflict among the Courts of Appeals
over whether district courts must require plaintiffs to
prove, and must allow defendants to present evidence
rebutting, the element of materiality before certifying a
class action under §10(b) and Rule 10b—5. Compare 660
F. 3d 1170 (case below); and Schleicher v. Wendt, 618 F. 3d
679, 687 (CA7 2010) (materiality need not be proved at the
class-certification stage), with Inre Salomon Analyst
Metromedia Litigation, 544 F. 3d 474, 484485, 486, n. 9
(CA2 2008) (plaintiff must prove, and defendant may
present evidence rebutting, materiality before class certifi-
cation). See also In re DVI, Inc. Securities Litigation, 639
F. 3d 623, 631-632, 637-638 (CA3 2011) (plaintiff need
not prove materiality before class certification, but de-
fendant may present rebuttal evidence on the issue).
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II
A

The only issue before us in this case is whether Connect-
icut Retirement has satisfied Rule 23(b)(3)’s requirement
that “questions of law or fact common to class members
predominate over any questions affecting only individual
members.” Although we have cautioned that a court’s
class-certification analysis must be “rigorous” and may
“entail some overlap with the merits of the plaintiff’s
underlying claim,” Wal-Mart Stores, Inc. v. Dukes, 564
U.S. __, __ (2011) (slip op., at 10) (internal quotation
marks omitted), Rule 23 grants courts no license to engage
in free-ranging merits inquiries at the certification stage.
Merits questions may be considered to the extent—but
only to the extent—that they are relevant to determining
whether the Rule 23 prerequisites for class certification
are satisfied. See id., at ___, n. 6 (slip op., at 10, n. 6) (a
district court has no “‘authority to conduct a preliminary
inquiry into the merits of a suit’” at class certification
unless it is necessary “to determine the propriety of certi-
fication” (quoting Eisen v. Carlisle & Jacquelin, 417 U. S.
156, 177 (1974))); Advisory Committee’s 2003 Note on
subd. (¢)(1) of Fed. Rule Civ. Proc. 23, 28 U. S. C. App.,
p. 144 (“[A]n evaluation of the probable outcome on the
merits is not properly part of the certification decision.”).

Bearing firmly in mind that the focus of Rule 23(b)(3)
1s on the predominance of common questions, we turn to
Amgen’s contention that the courts below erred by failing
to require Connecticut Retirement to prove the material-
ity of Amgen’s alleged misrepresentations and omissions
before certifying Connecticut Retirement’s proposed class.
As Amgen notes, materiality is not only an element of the
Rule 10b-5 cause of action; it is also an essential predicate
of the fraud-on-the-market theory. See Basic, 485 U. S., at
247 (“[W]here materially misleading statements have been
disseminated into an impersonal, well-developed market
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for securities, the reliance of individual plaintiffs on the
integrity of the market price may be presumed.” (emphasis
added)). That theory, Amgen correctly observes, is prem-
ised on the understanding that in an efficient market,
all publicly available information is rapidly incorporated
into, and thus transmitted to investors through, the mar-
ket price. See id., at 246-247. Because immaterial in-
formation, by definition, does not affect market price,
it cannot be relied upon indirectly by investors who, as
the fraud-on-the-market theory presumes, rely on the mar-
ket price’s integrity. Therefore, the fraud-on-the-market
theory cannot apply absent a material misrepresentation
or omission. And without the fraud-on-the-market theory,
the element of reliance cannot be proved on a classwide
basis through evidence common to the class. See id., at
242. It thus follows, Amgen contends, that materiality
must be proved before a securities-fraud class action can
be certified.

Contrary to Amgen’s argument, the key question in this
case is not whether materiality is an essential predicate of
the fraud-on-the-market theory; indisputably it is.* In-
stead, the pivotal inquiry is whether proof of materiality is
needed to ensure that the questions of law or fact common
to the class will “predominate over any questions affecting
only individual members” as the litigation progresses.
Fed. Rule Civ. Proc. 23(b)(3). For two reasons, the answer
to this question is clearly “no.”

4We agree with JUSTICE THOMAS that “[m]ateriality was central to
the development, analysis, and adoption of the fraud-on-the-market
theory both before Basic and in Basic itself.” Post, at 18. We disagree,
however, that the history of the fraud-on-the-market theory’s develop-
ment “confirms that materiality must be proved at the time that the
theory is invoked—i.e., at certification.” Ibid. As explained below, see
infra this page and 11-13, proof of materiality is not required prior to
class certification because such proof is not necessary to ensure satis-
faction of Rule 23(b)(3)’s predominance requirement.
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First, because “[t]he question of materiality ... is an
objective one, involving the significance of an omitted or
misrepresented fact to a reasonable investor,” materiality
can be proved through evidence common to the class. T'SC
Industries, Inc. v. Northway, Inc., 426 U.S. 438, 445
(1976). Consequently, materiality is a “common ques-
tio[n]” for purposes of Rule 23(b)(3). Basic, 485 U. S., at
242 (listing “materiality” as one of the questions common
to the Basic class members).

Second, there is no risk whatever that a failure of proof
on the common question of materiality will result in indi-
vidual questions predominating. Because materiality is
an essential element of a Rule 10b—5 claim, see Matrixx
Initiatives, 563 U. S., at ___ (slip op., at 9), Connecticut
Retirement’s failure to present sufficient evidence of mate-
riality to defeat a summary-judgment motion or to prevail
at trial would not cause individual reliance questions to
overwhelm the questions common to the class. Instead,
the failure of proof on the element of materiality would
end the case for one and for all; no claim would re-
main in which individual reliance issues could potentially
predominate.

Totally misapprehending our essential point, JUSTICE
THOMAS’ dissent asserts that our “entire argument is
based on the assumption that the fraud-on-the-market
presumption need not be shown at certification because it
will be proved later on the merits.” Post, at 11, n. 9. Our
position is not so based. We rest, instead, entirely on the
text of Rule 23(b)(3), which provides for class certification
if “the questions of law or fact common to class members
predominate over any questions affecting only individual
members.” A failure of proof on the common question of
materiality ends the litigation and thus will never cause
individual questions of reliance or anything else to over-
whelm questions common to the class. Therefore, under
the plain language of Rule 23(b)(3), plaintiffs are not
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required to prove materiality at the class-certification
stage. In other words, they need not, at that threshold,
prove that the predominating question will be answered in
their favor.

JUSTICE THOMAS urges that a plaintiff seeking class
certification “must show that the elements of [her] claim
are susceptible to classwide proof.” Post, at 7. See also
post, at 11 (criticizing the Court for failing to focus its
analysis on “whether the element of reliance is susceptible
to classwide proof”). From this premise, JUSTICE THOMAS
concludes that Rule 10b—5 plaintiffs must prove material-
ity before class certification because (1) “materiality is a
necessary component of fraud on the market,” and (2)
without fraud on the market, the Rule 10b—5 element of
reliance is not “susceptible of a classwide answer.” Post,
at 6, 10-11. See also post, at 12 (“[I]f a plaintiff wishes to
use Basic’s presumption to prove that reliance is a com-
mon question, he must establish the entire presumption,
including materiality, at the class certification stage.”).

Rule 23(b)(3), however, does not require a plaintiff
seeking class certification to prove that each “elemen|t] of
[her] claim [is] susceptible to classwide proof.” Post, at 7.
What the rule does require is that common questions
“predominate over any questions affecting only individual
[class] members.” Fed. Rule Civ. Proc. 23(b)(3) (emphasis
added). Nowhere does JUSTICE THOMAS explain how, in
an action invoking the Basic presumption, a plaintiff
class’s failure to prove an essential element of its claim for
relief will result in individual questions predominating
over common ones. Absent proof of materiality, the claim
of the Rule 10b-5 class will fail in its entirety; there will
be no remaining individual questions to adjudicate.

Consequently, proof of materiality is not required to
establish that a proposed class is “sufficiently cohesive
to warrant adjudication by representation”—the focus of
the predominance inquiry under Rule 23(b)(3). Amchem
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Products, Inc. v. Windsor, 521 U. S. 591, 623 (1997). No
doubt a clever mind could conjure up fantastic scenarios in
which an individual investor might rely on immaterial
information (think of the superstitious investor who sells
her securities based on a CEQO’s statement that a black cat
crossed the CEO’s path that morning). But such objectively
unreasonable reliance does not give rise to a Rule 10b—5
claim. See TSC Industries, 426 U. S., at 445 (materiality
1s judged by an objective standard). Thus, “the individual-
1ized questions of reliance,” post, at 9, n. 8, that hypotheti-
cally might arise when a failure of proof on the issue of
materiality dooms the fraud-on-the-market class are far
more imaginative than real. Such “individualized ques-
tions” do not undermine class cohesion and thus cannot be
said to “predominate” for purposes of Rule 23(b)(3).5
Because the question of materiality is common to the
class, and because a failure of proof on that issue would
not result in questions “affecting only individual members”
predominating, Fed. Rule Civ. Proc. 23(b)(3), Connecticut
Retirement was not required to prove the materiality of
Amgen’s alleged misrepresentations and omissions at the
class-certification stage. This is not a case in which the
asserted problem—i.e., that the plaintiff class cannot
prove materiality—“exhibits some fatal dissimilarity”
among class members that would make use of the class-
action device inefficient or unfair. Nagareda, Class Certi-
fication in the Age of Aggregate Proof, 84 N. Y. U. L. Rev.
97, 107 (2009). Instead, what Amgen alleges is “a fatal
similarity—I[an alleged] failure of proof as to an element of

5JUSTICE THOMAS is also wrong in arguing that a failure of proof on
the issue of materiality would demonstrate that a Rule 10b—5 class
action “should not have been certified in the first place.” Post, at 2.
Quite the contrary. The fact that such a failure of proof resolves all
class members’ claims once and for all, leaving no individual issues to
be adjudicated, confirms that the original certification decision was
proper.
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the plaintiffs’ cause of action.” Ibid. Such a contention is
properly addressed at trial or in a ruling on a summary-
judgment motion. The allegation should not be resolved in
deciding whether to certify a proposed class. Ibid. See
also Schleicher, 618 F. 3d, at 687 (“|W]hether a statement
1s materially false is a question common to all class mem-
bers and therefore may be resolved on a class-wide basis
after certification.”).

B

Insisting that materiality must be proved at the class-
certification stage, Amgen relies chiefly on two arguments,
neither of which we find persuasive.®

6 Amgen advances a third argument founded on modern economic
research tending to show that market efficiency is not “‘a binary, yes or
no question.”” Brief for Petitioners 32 (quoting Langevoort, Basic at
Twenty: Rethinking Fraud on the Market, 2009 Wis. L. Rev. 151, 167).
Instead, this research suggests, differences in efficiency can exist
within a single market. For example, a market may more readily
process certain forms of widely disseminated and easily digestible
information, such as public merger announcements, than information
more difficult to acquire and understand, such as obscure technical
data buried in a filing with the Securities and Exchange Commission.
See, e.g., Macey & Miller, Good Finance, Bad Economics: An Analysis of
the Fraud-on-the-Market Theory, 42 Stan. L. Rev. 1059, 1083-1087
(1990); Stout, The Mechanisms of Market Inefficiency: An Introduction
to the New Finance, 28 J. Corp. L. 635, 653-656 (2003). Amgen,
however, never clearly explains how this research on market efficiency
bolsters its argument that courts should require precertification proof
of materiality. In any event, this case is a poor vehicle for exploring
whatever implications the research Amgen cites may have for the
fraud-on-the-market presumption recognized in Basic. As noted above,
see supra, at 67, Amgen conceded in its answer that the market for its
securities is “efficient” and thus “promptly digest[s] current information
regarding Amgen from all publicly available sources and reflect[s] such
information in Amgen’s stock price.” Consolidated Amended Class
Action Complaint §9199-200; Answer §9199-200. See also App. to Pet.
for Cert. 40a (relying on the admission in Amgen’s answer and an
unchallenged expert report submitted by Connecticut Retirement, the
District Court expressly found that the market for Amgen’s stock was
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Amgen points first to our statement in Halliburton that
“securities fraud plaintiffs must prove certain things in
order to invoke Basic’s rebuttable presumption of reli-
ance,” including “that the alleged misrepresentations were
publicly known ..., that the stock traded in an efficient
market, and that the relevant transaction took place
‘between the time the misrepresentations were made and
the time the truth was revealed.”” 563 U.S., at ___ (slip
op., at 5—6) (quoting Basic, 485 U. S., at 248, n. 27). See
also Dukes, 564 U.S., at __, n. 6 (slip op., at 11, n. 6)
(“[P]laintiffs seeking 23(b)(3) certification [of a securities-
fraud class action] must prove that their shares were
traded on an efficient market.”). If these fraud-on-the-market
predicates must be proved before class -certification,
Amgen contends, materiality—another fraud-on-the-
market predicate—should be treated no differently.

We disagree. As an initial matter, the requirement that
a putative class representative establish that it executed
trades “between the time the misrepresentations were
made and the time the truth was revealed” relates primar-
ily to the Rule 23(a)(3) and (a)(4) inquiries into typicality
and adequacy of representation, not to the Rule 23(b)(3)
predominance inquiry. Basic, 485 U. S., at 248, n. 27.7 A

efficient). Amgen remains bound by that concession. See American
Title Ins. Co. v. Lacelaw Corp., 861 F. 2d 224, 226 (CA9 1988) (“Factual
assertions in pleadings and pretrial orders, unless amended, are
considered judicial admissions conclusively binding on the party who
made them.”); cf. Christian Legal Soc. Chapter of Univ. of Cal., Has-
tings College of Law v. Martinez, 561 U.S. ___, __ (2010) (slip op., at
10) (“This Court has ... refused to consider a party’s argument that
contradicted a joint ‘stipulation [entered] at the outset of th[e] litiga-
tion.”” (quoting Board of Regents of Univ. of Wis. System v. Southworth,
529 U. S. 217, 226 (2000))). We thus find nothing in the cited research
that would support requiring precertification proof of materiality in this
case.

7As earlier noted, see supra, at 1-2, Amgen does not here contest

89



16 AMGEN INC. v. CONNECTICUT RETIREMENT PLANS
AND TRUST FUNDS

Opinion of the Court

security’s market price cannot be affected by a misrepre-
sentation not yet made, and in an efficient market, a
misrepresentation’s impact on market price is quickly
nullified once the truth comes to light. Thus, a plaintiff
whose relevant transactions were not executed between
the time the misrepresentation was made and the time the
truth was revealed cannot be said to have indirectly relied
on the misrepresentation through its reliance on the in-
tegrity of the market price.® Such a plaintiff’s claims,
therefore, would not be “typical” of the claims of investors
who did trade during the window between misrepresenta-
tion and truth revelation. Fed. Rule Civ. Proc. 23(a)(3).
Nor could a court confidently conclude that such a plaintiff
would “fairly and adequately protect the interests” of
investors who traded during the relevant window. Rule
23(a)(4). The requirement that the fraud-on-the-market
theory’s trade-timing predicate be established before
class certification thus sheds little light on the question
whether materiality must also be proved at the class-
certification stage.

Amgen is not aided by Halliburton’s statement that
market efficiency and the public nature of the alleged
misrepresentations must be proved before a securities-
fraud class action can be certified. As Amgen notes, mar-
ket efficiency, publicity, and materiality can all be proved
on a classwide basis. Furthermore, they are all essential
predicates of the fraud-on-the-market theory. Unless

Connecticut Retirement’s satisfaction of Rule 23(a)’s requirements.

8 Accordingly, “the timing of the relevant stock trades” is indeed an
“element” of the fraud-on-the-market theory. Post, at 6, n. 6 (opinion of
THOMAS, dJ.). Unlike JUSTICE THOMAS, however, see ibid., we do not
understand the United States as amicus curiae to take a different view.
See Brief for United States 15, n. 2 (“Precise identification of the times
when the alleged misrepresentation was made and the truth was
subsequently revealed is ... important to ensure that the named
plaintiff has traded stock during the time the stock price allegedly was
distorted by the defendant’s misrepresentations.”).
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those predicates are established, there is no basis for
presuming that the defendant’s alleged misrepresenta-
tions were reflected in the security’s market price, and
hence no grounding for any contention that investors
indirectly relied on those misrepresentations through their
reliance on the integrity of the market price. But unlike
materiality, market efficiency and publicity are not indis-
pensable elements of a Rule 10b—5 claim. See Matrixx
Initiatives, 563 U. S., at ___ (slip op., at 9) (listing ele-
ments of a Rule 10b—5 claim). Thus, where the market for
a security is inefficient or the defendant’s alleged misrep-
resentations were not aired publicly, a plaintiff cannot
invoke the fraud-on-the-market presumption. She can,
however, attempt to establish reliance through the “tradi-
tional” mode of demonstrating that she was personally
“aware of [the defendant’s] statement and engaged in a
relevant transaction ... based on that specific misrepre-
sentation.” Halliburton, 563 U. S., at ___ (slip op., at 4).
Individualized reliance issues would predominate in such
a lawsuit. See Basic, 485 U. S., at 242. The litigation,
therefore, could not be certified under Rule 23(b)(3) as a
class action, but the initiating plaintiff’s claim would
remain live; it would not be “dead on arrival.” 660 F. 3d,
at 1175.

A failure of proof on the issue of materiality, in contrast,
not only precludes a plaintiff from invoking the fraud-on-
the-market presumption of classwide reliance; it also
establishes as a matter of law that the plaintiff cannot
prevail on the merits of her Rule 10b—5 claim. Materiality
thus differs from the market-efficiency and publicity pred-
icates in this critical respect: While the failure of common,
classwide proof on the issues of market efficiency and
publicity leaves open the prospect of individualized proof
of reliance, the failure of common proof on the issue of
materiality ends the case for the class and for all indi-
viduals alleged to compose the class. See Brief for United
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States as Amicus Curiae 20 (“Unless the failure of com-
mon proof gives rise to a need for individualized proof, it
does not cast doubt on the propriety of class certifica-
tion.”). In short, there can be no actionable reliance,
individually or collectively, on immaterial information. Be-
cause a failure of proof on the issue of materiality, unlike
the issues of market efficiency and publicity, does not give
rise to any prospect of individual questions overwhelming
common ones, materiality need not be proved prior to Rule
23(b)(3) class certification.

2

Amgen also contends that certain “policy considerations”
militate in favor of requiring precertification proof of
materiality. Brief for Petitioners 28. An order granting
class certification, Amgen observes, can exert substantial
pressure on a defendant “to settle rather than incur the
costs of defending a class action and run the risk of poten-
tially ruinous liability.” Advisory Committee’s 1998 Note
on subd. (f) of Fed. Rule Civ. Proc. 23, 28 U. S. C. App.,
p. 143. See also AT&T Mobility LLC v. Concepcion,
563 U. S. , (2011) (slip op., at 16) (class actions
can entail a “risk of ‘in terrorem’ settlements”). Absent
a requirement to evaluate materiality at the class-
certification stage, Amgen contends, the issue may never
be addressed by a court, for the defendant will surrender
and settle soon after a class is certified. Insistence on
proof of materiality before certifying a securities-fraud
class action, Amgen thus urges, ensures that the issue
will be adjudicated and not forgone. See also post, at 4
(SCALIA, J., dissenting) (expressing the same concerns).

In this regard, however, materiality does not differ from
other essential elements of a Rule 10b—5 claim, notably,
the requirements that the statements or omissions on
which the plaintiff’s claims are based were false or mis-
leading and that the alleged statements or omissions
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caused the plaintiff to suffer economic loss. See Matrixx
Initiatives, 563 U.S., at __ (slip op., at 9). Settlement
pressure exerted by class certification may prevent judi-
cial resolution of these issues. Yet this Court has held
that loss causation and the falsity or misleading nature of
the defendant’s alleged statements or omissions are com-
mon questions that need not be adjudicated before a class
1s certified. See Halliburton, 563 U. S., at ___ (slip op., at
3) (loss causation need not be proved at the class-
certification stage); Basic, 485 U. S., at 242 (“the falsity or
misleading nature of the ... public statements” allegedly
made by the defendant is a “common questio[n]”). See also
Schleicher, 618 F.3d, at 685 (falsity of alleged mis-
statements need not be proved before certification of a
securities-fraud class action).

Congress, we count it significant, has addressed the
settlement pressures associated with securities-fraud class
actions through means other than requiring proof of mate-
riality at the class-certification stage. In enacting the
Private Securities Litigation Reform Act of 1995 (PSLRA),
109 Stat. 737, Congress recognized that although private
securities-fraud litigation furthers important public-policy
interests, prime among them, deterring wrongdoing and
providing restitution to defrauded investors, such law-
suits have also been subject to abuse, including the
“extract[ion]” of “extortionate ‘settlements’” of frivolous
claims. H. R. Conf. Rep. No. 104-369, pp. 31-32 (1995).
The PSLRA’s response to the perceived abuses was, inter
alia, to “impos[e] heightened pleading requirements” for
securities-fraud actions, “limit recoverable damages and
attorney’s fees, provide a ‘safe harbor’ for forward-looking
statements, impose new restrictions on the selection of
(and compensation awarded to) lead plaintiffs, mandate
imposition of sanctions for frivolous litigation, and author-
ize a stay of discovery pending resolution of any motion to
dismiss.” Merrill Lynch, Pierce, Fenner & Smith Inc. v.
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Dabit, 547 U. S. 71, 81-82 (2006). See also 15 U. S. C.
§78u—4 (2006 ed. and Supp. V). Congress later fortified
the PSLRA by enacting the Securities Litigation Uniform
Standards Act of 1998, 112 Stat. 3227, which curtailed
plaintiffs’ ability to evade the PSLRA’s limitations on
federal securities-fraud litigation by bringing class-action
suits under state rather than federal law. See 15 U. S. C.
§78bb(f)(1) (2006 ed.).

While taking these steps to curb abusive securities-
fraud lawsuits, Congress rejected calls to undo the fraud-
on-the-market presumption of classwide reliance endorsed
in Basic. See Langevoort, Basic at Twenty: Rethinking
Fraud on the Market, 2009 Wis. L. Rev. 151, 153, and n. 8
(noting that the initial version of H. R. 10, 104th Cong.,
1st Sess. (1995), an unenacted bill that, like the PSLRA,
was designed to curtail abuses in private securities litiga-
tion, “would have undone Basic”). See also Common Sense
Legal Reform Act: Hearings before the Subcommittee on
Telecommunications and Finance of the House Committee
on Commerce, 104th Cong., 1st Sess., 92, 236-237, 251—
252, 272 (1995) (witnesses criticized the fraud-on-the-
market presumption and expressed support for H. R. 10’s
requirement that securities-fraud plaintiffs prove direct
reliance). Nor did Congress decree that securities-fraud
plaintiffs prove each element of their claim before obtain-
ing class certification. Because Congress has homed in on
the precise policy concerns raised in Amgen’s brief, “[w]e
do not think it appropriate for the judiciary to make its
own further adjustments by reinterpreting Rule 23 to
make likely success on the merits essential to class certifi-
cation in securities-fraud suits.” Schleicher, 618 F. 3d, at
686; cf. Smith v. Bayer Corp., 564 U.S. __, _ (2011)
(slip op., at 17-18) (“Congress’s decision to address the
relitigation concerns associated with class actions through
the mechanism of removal provides yet another reason for
federal courts to adhere in this context to longstanding
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principles of preclusion.”).

In addition to seeking our aid in warding off “in ter-
rorem” settlements, Amgen also argues that requiring
proof of materiality before class certification would con-
serve judicial resources by sparing judges the task of
overseeing large class proceedings in which the essential
element of reliance cannot be proved on a classwide basis.
In reality, however, it i1s Amgen’s position, not the judg-
ments of the lower courts in this case, that would waste
judicial resources. Amgen’s argument, if embraced, would
necessitate a mini-trial on the issue of materiality at the
class-certification stage. Such preliminary adjudications
would entail considerable expenditures of judicial time
and resources, costs scarcely anticipated by Federal Rule
of Civil Procedure 23(c)(1)(A), which instructs that the
decision whether to certify a class action be made “[a]t an
early practicable time.” If the class is certified, materiality
might have to be shown all over again at trial. And if
certification is denied for failure to prove materiality,
nonnamed class members would not be bound by that
determination. See Smith, 564 U.S., at __ (slip op.,
at 12-18). They would be free to renew the fray, perhaps
in another forum, perhaps with a stronger showing of
materiality.

Given the tenuousness of Amgen’s judicial-economy
argument, Amgen’s policy arguments ultimately return to
the contention that private securities-fraud actions should
be hemmed in to mitigate their potentially “vexatiou[s]”
character. Blue Chip Stamps v. Manor Drug Stores, 421
U. S. 723, 739 (1975). We have already noted what Con-
gress has done to control exorbitant securities-fraud ac-
tions. See supra, at 19-20. Congress, the Executive
Branch, and this Court, moreover, have “recognized that
meritorious private actions to enforce federal antifraud
securities laws are an essential supplement to criminal
prosecutions and civil enforcement actions brought, re-
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spectively, by the Department of Justice and the Securi-
ties and Exchange Commission.” Tellabs, Inc. v. Makor
Issues & Rights, Ltd., 551 U. S. 308, 313 (2007); see H. R.
Conf. Rep. No. 104-369, at 31; Brief for United States as
Amicus Curiae 1. See also Amchem, 521 U. S., at 617
(““The policy at the very core of the class action mecha-
nism is to overcome the problem that small recoveries do
not provide the incentive for any individual to bring a solo
action prosecuting his or her rights.’”” (quoting Mace v.
Van Ru Credit Corp., 109 F. 3d 338, 344 (CA7 1997))). We
have no warrant to encumber securities-fraud litigation
by adopting an atextual requirement of precertification
proof of materiality that Congress, despite its extensive in-
volvement in the securities field, has not sanctioned.

C

JUSTICE SCALIA acknowledges that proof of materiality
1s not required to satisfy Rule 23(b)(3)’s predominance
requirement. See post, at 1. Nevertheless, he maintains
that full satisfaction of Rule 23’s requirements is insuffi-
cient to obtain class certification under Basic. In JUSTICE
SCALIA’s view, the Court’s decision in Basic established a
special rule: A securities-fraud class action cannot be
certified unless all of the prerequisites of the fraud-on-the-
market presumption of reliance, including materiality,
have first been established. Post, at 2.

The purported rule is JUSTICE SCALIA’s invention. It
cannot be attributed to anything the Court said in Basic.
That decision is best known for its endorsement of the
fraud-on-the-market theory. But the opinion also estab-
lished something more. It stated the proper standard for
judging the materiality of misleading statements regard-
ing the existence and status of preliminary merger discus-
sions. See 485 U. S., at 230241, 250 (“Materiality in the
merger context depends on the probability that the trans-
action will be consummated, and its significance to the
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issuer of the securities.”). The District Court in Basic
certified a class of investors whose share prices were
allegedly depressed by misleading statements that dis-
guised ongoing merger negotiations. Id., at 228. Postcer-
tification, the court granted summary judgment to the
defendants on the ground that the alleged misstatements
were immaterial as a matter of law. Id., at 228-229. The
Court of Appeals affirmed the class certification but re-
versed the grant of summary judgment. Id., at 229. This
Court, in turn, vacated the Court of Appeals’ judgment
and remanded for further proceedings on the defendants’
summary-judgment motion in light of the materiality
standard set forth in the Court’s opinion. Id., at 240-241,
250. Notably, however, we did not disturb the District
Court’s class-certification order, which we stated “was
appropriate when made.” Id., at 250.9

If JUSTICE SCALIA were correct that our decision in
Basic demands proof of materiality before class certifica-
tion, the Court in Basic should have ordered the lower
courts to reconsider on remand both the defendants’ enti-
tlement to summary judgment and the propriety of class
certification. Instead, the Court expressly endorsed the
District Court’s class-certification order while at the same
time recognizing that further proceedings were necessary
to determine whether the plaintiffs had mustered suffi-
cient evidence to satisfy the relatively lenient standard for

9Scouring the Court’s decision in Basic for some semblance of support
for his position, JUSTICE SCALIA attaches portentous significance to
Basic’s statement that the District Court’s class-certification order,
although “‘appropriate when made,”” was “‘subject on remand to such
adjustment, if any, as developing circumstances demand[ed].”” Post, at
2 (quoting Basic, 485 U. S., at 250). This statement, however, merely
reminds that certifications are not frozen once made. Rule 23 empow-
ers district courts to “alte[r] or amen[d]” class-certification orders based
on circumstances developing as the case unfolds. Fed. Rule Civ. Proc.
23(c)(1) (1988). See also Rule 23(c)(1)(C) (2013).
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avolding summary judgment. See Anderson v. Liberty
Lobby, Inc., 477 U. S. 242, 248 (1986) (“[SJummary judg-
ment will not lie if . . . the evidence is such that a reasona-
ble jury could return a verdict for the nonmoving party.”).
Unlike JUSTICE SCALIA, we are unwilling to presume that
Basic announced a rule requiring precertification proof of
materiality when Basic failed to apply any such rule to the
very case before it.10

II1

Amgen also argues that the District Court erred by
refusing to consider the rebuttal evidence Amgen proffered
in opposing Connecticut Retirement’s class-certification
motion. This evidence, Amgen contends, showed that “in
light of all the information available to the market,” its
alleged misrepresentations and misleading omissions
“could not be presumed to have altered the market price
because they would not have ‘significantly altered the
total mix of information made available.”” Brief for Peti-
tioners 40—41 (quoting Basic, 485 U. S., at 232). For ex-
ample, Connecticut Retirement’s complaint alleges that an
Amgen executive misleadingly downplayed the signifi-
cance of an upcoming Food and Drug Administration
advisory committee meeting by incorrectly stating that the
meeting would not focus on one of Amgen’s leading drugs.
See App. to Pet. for Cert. 17a. Amgen responded to this
allegation by presenting public documents—including the
committee’s meeting agenda, which was published in the

10 JUSTICE SCALIA suggests that the Court’s approach in Basic might
have been influenced by the obsolete view that “‘Rule 23 . . . set[s] forth
a mere pleading standard.”” Post, at 3 (quoting Wal-Mart Stores, Inc. v.
Dukes, 564 U. S. __, ___ (2011) (slip op., at 10)). The opinion in Basic,
however, provides no indication that the Court perceived any issue
before it to turn on the question whether a plaintiff must merely plead,
rather than “affirmatively demonstrate,” her satisfaction of Rule 23’s
certification requirements. Dukes, 564 U. S., at ___ (slip op., at 10).
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Federal Register more than a month before the meeting—
stating that safety concerns associated with Amgen’s drug
would be discussed at the meeting. See id., at 41a—42a.
See also 69 Fed. Reg. 16582 (2004).

The District Court did not err, we agree with the Court
of Appeals, by disregarding Amgen’s rebuttal evidence in
deciding whether Connecticut Retirement’s proposed class
satisfied Rule 23(b)(3)’s predominance requirement. The
Court of Appeals concluded, and Amgen does not contest,
that Amgen’s rebuttal evidence aimed to prove that the
misrepresentations and omissions alleged in Connecticut
Retirement’s complaint were immaterial. 660 F. 3d,
at 1177 (characterizing Amgen’s rebuttal evidence as
an attempt to present a “‘truth-on-the-market’ defense,”
which the Court of Appeals explained “is a method of
refuting an alleged misrepresentation’s materiality”). See
also Reply Brief 17 (Amgen’s evidence was offered to rebut
the “materiality predicate” of the fraud-on-the-market
theory). As explained above, however, the potential im-
materiality of Amgen’s alleged misrepresentations and
omissions is no barrier to finding that common questions
predominate. See Part II, supra. If the alleged misrepre-
sentations and omissions are ultimately found immaterial,
the fraud-on-the-market presumption of classwide reliance
will collapse. But again, as earlier explained, see supra, at
10-13, individual reliance questions will not overwhelm
questions common to the class, for the class members’
claims will have failed on their merits, thus bringing the
litigation to a close. Therefore, just as a plaintiff class’s
inability to prove materiality creates no risk that individ-
ual questions will predominate, so even a definitive rebut-
tal on the issue of materiality would not undermine the
predominance of questions common to the class.

We recognized as much in Basic itself. A defendant
could “rebut the [fraud-on-the-market] presumption of
reliance,” we observed in Basic, by demonstrating that
“news of the [truth] credibly entered the market and dissi-
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pated the effects of [prior] misstatements.” 485 U. S., at
248-249. We emphasized, however, that “[p]roof of that
sort is a matter for trial” (and presumably also for a sum-
mary-judgment motion under Federal Rule of Civil Proce-
dure 56). Id., at 249, n. 29.11 The District Court thus
correctly reserved consideration of Amgen’s rebuttal evi-
dence for summary judgment or trial. It was not required
to consider the evidence in determining whether common
questions predominated under Rule 23(b)(3).

* * *

For the reasons stated, the judgment of the Court of
Appeals for the Ninth Circuit is affirmed.

It is so ordered.

11 Amgen attempts to minimize the import of this statement by noting
that it was made prior to a 2003 amendment to Rule 23 that eliminated
district courts’ authority to conditionally certify class actions. See
Advisory Committee’s 2003 Note on subd. (c)(1) of Fed. Rule Civ.
Proc. 23, 28 U. S. C. App., p. 144. Nothing in our opinion in Basic,
however, suggests that the statement relied in any way on district
courts’ conditional-certification authority. To the contrary, the Court in
Basic stated: “Proof of that sort [i.e., that news of the truth had entered
the market and dissipated the effects of prior misstatements] is a
matter for trial, throughout which the District Court retains the
authority to amend the certification order as may be appropriate.” 485
U. S., at 249, n. 29 (emphasis added). Rule 23(c)(1)(C) continues to
provide that a class-certification order “may be altered or amended
before final judgment.”
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SUPREME COURT OF THE UNITED STATES

No. 11-1085

AMGEN INC., ET AL., PETITIONERS v. CONNECTICUT
RETIREMENT PLANS AND TRUST FUNDS

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE NINTH CIRCUIT

[February 27, 2013]

JUSTICE ALITO, concurring.

I join the opinion of the Court with the understanding
that the petitioners did not ask us to revisit Basic’s fraud-
on-the-market presumption. See Basic Inc. v. Levinson,
485 U. S. 224 (1988). As the dissent observes, more re-
cent evidence suggests that the presumption may rest on
a faulty economic premise. Post, at 4, n. 4 (opinion of
THOMAS, J.); see Langevoort, Basic at Twenty: Rethinking
Fraud on the Market, 2009 Wis. L. Rev. 151, 175-176. In
light of this development, reconsideration of the Basic
presumption may be appropriate.
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No. 11-1085

AMGEN INC., ET AL., PETITIONERS v. CONNECTICUT
RETIREMENT PLANS AND TRUST FUNDS

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE NINTH CIRCUIT

[February 27, 2013]

JUSTICE SCALIA, dissenting.

I join the principal dissent, that of JUSTICE THOMAS,
except for Part I-B.

The fraud-on-the-market rule says that purchase or
sale of a security in a well functioning market establishes
reliance on a material misrepresentation known to the
market. This rule is to be found nowhere in the United
States Code or in the common law of fraud or deception; it
was invented by the Court in Basic Inc. v. Levinson, 485
U. S. 224 (1988). Today’s Court applies to that rule the
principles of Federal Rule of Civil Procedure 23(b)(3), and
thereby concludes (logically enough) that commonality is
established at the certification stage even when material-
ity has not been shown. That would be a correct procedure
if Basic meant the rule it announced to govern only the
question of substantive liability—what must be shown in
order to prevail. If that were so, the new substantive rule,
like the more general substantive rule that reliance must
be proved, would be subject, at the certification stage, to
the commonality analysis of Rule 23(b)(3). In my view,
however, the Basic rule of fraud-on-the-market—a well
functioning market plus purchase or sale in the market
plus material misrepresentation known to the market
establishes a necessary showing of reliance—governs not
only the question of substantive liability, but also the
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question whether certification is proper. All of the ele-
ments of that rule, including materiality, must be estab-
lished if and when it is relied upon to justify certification.
The answer to the question before us today is to be found
not in Rule 23(b)(3), but in the opinion of Basic.

Basic established a presumption that the misrepresen-
tation was relied upon, not a mere presumption that the
plaintiffs relied on the market price. And it established
that presumption not just for the question of substantive
liability but also for the question of certification. “We
granted certiorari ... to determine whether the courts
below properly applied a presumption of reliance in certify-
ing the class, rather than requiring each class member to
show direct reliance on Basic’s statements.” 485 U. S., at
230 (emphasis added). Of course it makes no sense to
“presume reliance” on the misrepresentation merely be-
cause the plaintiff relied on the market price, unless the
alleged misrepresentation would likely have affected the
market price—that is, unless it was material. Thus, as
JUSTICE THOMAS’ dissent shows, the Basic opinion is shot
through with references to the necessary materiality. The
presumption of reliance does not apply, and hence neither
substantive liability will attach nor will certification be
proper, unless materiality is shown. The necessity of
materiality for certification is demonstrated by the last
sentence of the Basic opinion, which comes after the Court
has decided to remand the case for reconsideration of
materiality under the appropriate legal standard: “The
District Court’s certification of the class here was appro-
priate when made but is subject on remand to such ad-
justment, if any, as developing circumstances demand.”
Id., at 250. Those circumstances are the establishment of
facts that rebut the presumption, including of facts that
show the misrepresentation was not material, or was not
known to the market.

The Court argues that if materiality were a predicate to
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certification on a fraud-on-the-market theory, the Basic
Court would not have approved the class certification
order while remanding for reconsideration of “whether
the plaintiffs had mustered sufficient evidence to satisfy
the relatively lenient standard for avoiding summary judg-
ment.” See ante, at 23—-24. The Court manufactures an
inconsistency on the basis of doctrine that did not govern
class certification at the time of Basic. We recently clari-
fied that “Rule 23 does not set forth a mere pleading
standard.” Wal-Mart Stores, Inc. v. Dukes, 564 U. S. ___,
___(2011) (slip op., at 10). But review of the Basic certifi-
cation order shows that the District Court’s fraud-on-the-
market analysis was based exclusively on the pleadings:
“[TThe allegations of plaintiffs’ complaint are sufficient to
bring this section 10(b) and Rule 10(b)(5) claim within the
so-called ‘fraud on the market’ theory.” App. to Pet. for
Cert. in Basic Inc. v. Levinson, O. T. 1987, No. 86-279,
p. 115a (emphasis added); see also ibid. (citing complaint
paragraphs as establishing fraud on the market). Under a
pleadings standard, the District Court found that the
plaintiffs had satisfied Rule 23(b)(3) with regard to fraud
on the market, including its materiality predicate. See id.,
at 133a (denial of reconsideration) (“This court ruled on
December 10 that transaction causation [i.e., reliance]
could be established by the following: proof of a material
misrepresentation which affected the market price of the
stocks with a resulting injury to the plaintiffs” (emphasis
added)). Thus, even if the plaintiffs sufficiently pleaded
materiality that the certification order “was appropriate
when made,” Basic, supra, at 250, the defendants retained
an opportunity on remand to rebut the pleading in order to
defeat certification.*

*As for the Court’s contention that I have “[s]cour[ed] the Court’s
decision in Basic” to find “some semblance of support” for my reading of
the case, ante, at 23, n. 9: It does not take much scouring to come across
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Certification of the class is often, if not usually, the
prelude to a substantial settlement by the defendant
because the costs and risks of litigating further are so
high. It does an injustice to the Basic Court to presume
without clear evidence—and indeed in the face of language
to the contrary—that it was establishing a regime in
which not only those market class-action suits that have
earned the presumption of reliance pass beyond the cru-
cial certification stage, but all market-purchase and
market-sale class-action suits do so, no matter what the al-
leged misrepresentation. The opinion need not be read
this way, and it should not.

The fraud-on-the-market theory approved by Basic en-
visions a demonstration of materiality not just for sub-
stantive recovery but for certification. Today’s holding
does not merely accept what some consider the regrettable
consequences of the four-Justice opinion in Basic; it ex-
pands those consequences from the arguably regrettable to
the unquestionably disastrous.

the Court’s opening statement that “[w]e granted certiorari ... to
determine whether the courts below properly applied a presumption of
reliance in certifying the class.” 485 U. S., at 230 (emphasis added).
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SUPREME COURT OF THE UNITED STATES

No. 11-1085

AMGEN INC., ET AL., PETITIONERS v. CONNECTICUT
RETIREMENT PLANS AND TRUST FUNDS

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE NINTH CIRCUIT

[February 27, 2013]

JUSTICE THOMAS, with whom JUSTICE KENNEDY joins,
and with whom JUSTICE SCALIA joins except for Part I-B,
dissenting.

I

The Court today allows plaintiffs to obtain certification
of securities-fraud class actions without proof that com-
mon questions predominate over individualized questions
of reliance, in contravention of Federal Rule of Civil Pro-
cedure 23(b)(3). The Court does so by all but eliminating
materiality as one of the predicates of the fraud-on-the-
market theory, which serves as an alternative mode of es-
tablishing reliance. See Basic Inc. v. Levinson, 485 U. S.
224, 241-250 (1988). Without demonstrating materiality
at certification, plaintiffs cannot establish Basic’s fraud-
on-the-market presumption. Without proof of fraud on the
market, plaintiffs cannot show that otherwise individual-
ized questions of reliance will predominate, as required
by Rule 23(b)(3). And without satisfying Rule 23(b)(3),
class certification is improper. Fraud on the market is
thus a condition precedent to class certification, without
which individualized questions of reliance will defeat
certification.

The Court’s opinion depends on the following assump-
tion: Plaintiffs will either (1) establish materiality at the
merits stage, in which case class certification was proper
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because reliance turned out to be a common question, or
(2) fail to establish materiality, in which case the claim
would fail on the merits, notwithstanding the fact that
the class should not have been certified in the first place,
because reliance was never a common question. The
failure to establish materiality retrospectively confirms
that fraud on the market was never established, that
questions regarding the element of reliance were not
common under Rule 23(b)(3), and, by extension, that
certification was never proper. Plaintiffs cannot be ex-
cused of their Rule 23 burden to show at certification that
questions of reliance are common merely because they
might lose later on the merits element of materiality.
Because a securities-fraud plaintiff invoking Basic’s fraud-
on-the-market presumption to satisfy Rule 23(b)(3) should
be required to prove each of the predicates of that theory
at certification in order to demonstrate that questions of
reliance are common to the class, I respectfully dissent.

A

We begin with §10 of the Securities Exchange Act of
1934, 15 U. S. C. §78; (2006 ed. and Supp. V).! We “have
implied a private cause of action from the text and pur-
poses of §10(b)” and Securities and Exchange Commission
Rule 10b—5, 17 CFR §240.10b-5 (2011).2 Matrixx Initia-

1Section 10 states, in relevant part:

“It shall be unlawful for any person, directly or indirectly, by the use
of any means or instrumentality of interstate commerce or of the mails,
or of any facility of any national securities exchange—

“(b) To use or employ, in connection with the purchase or sale of any
security registered on a national securities exchange . . . any manipu-
lative or deceptive device or contrivance in contravention of such rules
and regulations as the Commission may prescribe . ...”
2Rule 10b-5 states:

“It shall be unlawful for any person, directly or indirectly, by the use

of any means or instrumentality of interstate commerce, or of the mails

107



Cite as: 568 U. S. (2013) 3

THOMAS, J., dissenting

tives, Inc. v. Siracusano, 563 U. S. __, _ (2011) (slip op.,
at 9). See also Superintendent of Ins. of N. Y. v. Bankers
Life & Casualty Co., 404 U. S. 6, 13, n. 9 (1971) (“It is now
established that a private right of action is implied under
§10(b)”). The elements of an implied §10(b) cause of action
for securities fraud are “‘(1) a material misrepresentation
or omission by the defendant; (2) scienter; (3) a connection
between the misrepresentation or omission and the pur-
chase or sale of a security; (4) reliance upon the misrep-
resentation or omission; (5) economic loss; and (6) loss
causation.”” Matrixx, supra, at ___ (slip op., at 9) (quoting
Stoneridge Investment Partners, LLC v. Scientific-Atlanta,
Inc., 552 U. S. 148, 157 (2008)). This case concerns the
reliance element of the §10(b) claim and its interaction
with Rule 23(b)(3).

To prove reliance, a plaintiff, whether proceeding indi-
vidually or as a class member, must show that his stock
transaction was caused by the specific alleged misstate-
ment. “[P]roof of reliance ensures that there is a proper
‘connection between a defendant’s misrepresentation and
a plaintiff’s injury.”” Erica P. John Fund, Inc. v. Hal-
liburton Co., 563 U.S. __, _ (2011) (slip op., at 4)
(quoting Basic, supra, at 243).3 To satisfy this element, a

or of any facility of any national securities exchange,

“(a) To employ any device, scheme, or artifice to defraud,

“(b) To make any untrue statement of a material fact or to omit to
state a material fact necessary in order to make the statements made,
in the light of the circumstances under which they were made, not
misleading, or

“(c) To engage in any act, practice, or course of business which
operates or would operate as a fraud or deceit upon any person, in
connection with the purchase or sale of any security.”

3Courts have also “referred to the element of reliance as ‘transaction
causation.”” Erica P. John Fund, 563 U.S., at ___ (slip op., at 6)
(quoting Dura Pharmaceuticals, Inc. v. Broudo, 544 U. S. 336, 341-342
(2005), in turn citing Basic Inc. v. Levinson, 485 U. S. 224, 248-249
(1988)). This alternative phrasing recognizes that the reliance inquiry
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plaintiff traditionally was required to “sho[w] that he was
aware of a company’s statement and engaged in a relevant
transaction ... based on that specific misrepresentation.”
Erica P. John Fund, supra, at ___ (slip op., at 4) (emphasis
added). In the face-to-face fraud cases from which securi-
ties claims historically arose, see, e.g., Dura Pharmaceuti-
cals, Inc. v. Broudo, 544 U.S. 336, 343-344 (2005)
(discussing common-law roots of securities-fraud actions),
this requirement was easily met by showing that the seller
made statements directly to the purchaser and that the
purchaser bought stock in reliance on those statements.
However, in a modern securities market many, if not most,
individuals who purchase stock from third parties on an
impersonal exchange will be unaware of statements made
by the issuer of those securities. As a result, such pur-
chaser-plaintiffs are unable to meet the traditional reli-
ance requirement because they cannot establish that they
“engaged in a relevant transaction . . . based on [a] specific
misrepresentation.” Erica P. John Fund, supra, at ___
(slip op., at 4).

This concern was the driving force behind the develop-
ment of the fraud-on-the-market theory adopted in Basic.
Because individuals trading stock on an impersonal mar-
ket often cannot show reliance even for purposes of an
individual securities-fraud action, Basic permitted “plain-
tiffs to invoke a rebuttable presumption of reliance.” Erica
P. John Fund, supra, at ___ (slip op., at 5).* Basic pre-

is directed at determining whether a particular piece of information
caused an individual to enter into a given transaction.

4The Basic decision itself is questionable. Only four Justices joined
the portion of the opinion adopting the fraud-on-the-market theory.
Justice White, joined by Justice O’Connor, dissented from that section,
emphasizing that “[cJonfusion and contradiction in court rulings are
inevitable when traditional legal analysis is replaced with economic
theorization by the federal courts” and that the Court is “not well
equipped to embrace novel constructions of a statute based on contem-
porary microeconomic theory.” 485 U. S., at 252-253 (concurring in
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e

sumes that “‘in an open and developed securities market,
the price of a company’s stock is determined by the avail-
able material information regarding the company and its
business.”” 485 U. S., at 241 (quoting Peil v. Speiser, 806
F.2d 1154, 1160-1161 (CA3 1986); emphasis added).?
“‘Misleading statements will therefore defraud purchasers
of stock even if the purchasers do not directly rely on the
misstatements.”” 485 U. S., at 241-242. As a result, “[a]n
investor who buys or sells stock at the price set by the
market does so in reliance on the integrity of that price,”
and “an investor’s reliance on any public material misrep-
resentations” may therefore “be presumed for purposes of a
Rule 10b-5 action.” Id., at 247 (emphasis added).

If a plaintiff opts to show reliance through fraud on the
market, Basic is clear that the plaintiff must show the
following predicates in order to prevail: (1) an efficient
market, (2) a public statement, (3) that the stock was
traded after the statement was made but before the truth

part and dissenting in part). Justice White’s concerns remain valid
today, but the Court has not been asked to revisit Basic’s fraud-on-the-
market presumption. I thus limit my dissent to demonstrating that the
Court is not following Basic’s dictates.

Moreover, the Court acknowledges there is disagreement as to
whether market efficiency is “‘“a binary, yes or no question,”’” or in-
stead operates differently depending on the information at issue, see
ante, at 14, n. 6 (quoting Brief for Petitioners 32, in turn quoting
Langevoort, Basic at Twenty: Rethinking Fraud on the Market, 2009
Wis. L. Rev. 151, 167).

5Basic “adopt[ed] the T'SC Industries standard of materiality for the
§10(b) and Rule 10b—5 context.” 485 U.S., at 232. That standard
indicates that “‘[a]ln omitted fact is material if there is a substantial
likelihood that a reasonable shareholder would consider it important in
deciding how to vote.’” Id., at 231 (quoting T'SC Industries, Inc. v.
Northway, Inc., 426 U. S. 438, 449 (1976); alteration in original). “[T]o
fulfill the materiality requirement ‘there must be a substantial likeli-
hood that the disclosure of the omitted fact would have been viewed by
the reasonable investor as having significantly altered the “total mix” of
information made available.”” 485 U.S., at 231-232 (quoting 7'SC
Industries, supra, at 449).
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was revealed, and (4) the materiality of the statement.
Id., at 248, n. 27.6 Both the Court and respondent agree
that materiality is a necessary component of fraud on the
market. See, e.g., ante, at 9 (materiality is “indisputably”
“an essential predicate of the fraud-on-the-market the-
ory”); Brief for Respondent 29 (“If the statement is not
materially false, then no one in the class can establish
reliance via the integrity of the market”). The materiality
of a specific statement is, therefore, essential to the fraud-
on-the-market presumption, which in turn enables a
plaintiff to prove reliance.

B
Basic’s fraud-on-the-market presumption is highly sig-

6The United States as amicus curiae invokes Rule 23(a)(3) to suggest
that the third element, the timing of the relevant stock trades, is a
“limit on the definition of the class.” Brief for United States 15, n. 2.
But it is also necessary to establish the timing of the allegedly material,
public misstatement made into an allegedly efficient market (as well as
when the fraud ended due to entry of truth on the market) before the
fraud-on-the-market theory can be evaluated under Rule 23(b)(3).
Thus, the lower court opinion in Basic expressly identified “the time the
misrepresentations were made and the time the truth was revealed” as
part of fraud on the market. Levinson v. Basic Inc., 786 F. 2d 741, 750
(CA6 1986). The Basic Court cited the formulation approvingly, 485
U. S., at 248, n. 27, and recently in Erica P. John Fund, Inc. v. Halli-
burton Co., 563 U. S. (2011), the Court cited the same language as
part of the “undisputed” elements a securities-fraud plaintiff must
prove to invoke Basic. 563 U. S., at ___ (slip op., at 5-6) (quoting Basic,
supra, at 248, n. 27). Unless the timing of the misrepresentation and
truth is established at certification, there is no framework within which
to determine whether fraud on the market renders reliance a common
question. Thus, insofar as the majority recognizes that timing is a
factor of the fraud-on-the-market theory, ante, at 16, n. 8, I agree. It
would be incorrect to suggest that timing solely relates to Rules 23(a)(3)
and (4). It is equally important to establish the timing range at certifi-
cation for Rule 23(b)(3) reliance purposes. This fact undercuts the
majority’s attempt to isolate materiality as the only factor of fraud on
the market that need not be shown at certification to demonstrate that
reliance is a common question.

111



Cite as: 568 U. S. (2013) 7

THOMAS, J., dissenting

nificant because it makes securities-fraud class actions
possible by converting the inherently individual reliance
inquiry into a question common to the class, which is
necessary to satisfy the dictates of Rule 23(b)(3).” Rule
23(b)(3) requires the party seeking certification to prove
that “questions of law or fact common to class members
predominate over any questions affecting only individual
members.” A plaintiff seeking class certification is not
required to prove the elements of his claim at the certifi-
cation stage, but he must show that the elements of the
claim are susceptible to classwide proof. See, e.g., Wal-
Mart Stores, Inc. v. Dukes, 564 U.S. ___, ___, n.6 (2011)
(slip op., at 11, n. 6) (“[P]laintiffs seeking 23(b)(3) certifi-
cation must prove that their shares were traded on an ef-
ficient market,” an element of the fraud-on-the-market
theory (emphasis added)). Without that proof, there is
no justification for certifying a class because there is no
“‘capacity of a classwide proceeding to generate common
answers apt to drive the resolution of the litigation.”” Id.,
at __ (slip op., at 9-10) (quoting Nagareda, Class Certifi-
cation in the Age of Aggregate Proof, 84 N.Y. U. L. Rev.
97, 132 (2009)).

If plaintiffs fail to show that reliance is a common ques-
tion at the time of certification, certification is improper.
For if reliance is not a common question, each plaintiff
would be required to prove that he in fact relied on a
misstatement, a showing which is simply not susceptible
to classwide proof. Individuals make stock transactions
for divergent, even idiosyncratic, reasons. As the leading
pre-Basic fraud-on-the-market case recognized, “[a] pur-
chaser on the stock exchanges may be either unaware of a
specific false representation, or may not directly rely on it;
he may purchase because of a favorable price trend, price

"There is no dispute that respondent meets the prerequisites of Fed.
Rule Civ. Proc. 23(a).
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earnings ratio, or some other factor.” Blackie v. Barrack,
524 F. 2d 891, 907 (CA9 1975). The inquiry’s inherently
individualized nature renders it impossible to generate the
common answers necessary for certification under Rule
23(b)(3). See Basic, 485 U. S., at 242 (“Requiring proof of
individualized reliance from each member of the proposed
plaintiff class effectively would have prevented respond-
ents from proceeding with a class action, since individual
issues then would have overwhelmed the common ones”).

The Court’s solution in Basic was to allow putative class
members to prove reliance through the fraud-on-the-
market presumption. Id., at 241-250. As the Court today
recognizes, failure to establish fraud on the market “leaves
open the prospect of individualized proof of reliance.”
Ante, at 17. Notably, the Court and the Ninth Circuit both
acknowledge that in order to obtain the benefit of the
presumption, plaintiffs must establish two of the fraud-on-
the-market predicates at class certification: (1) that the
market was generally efficient, and (2) that the alleged
misstatement was public. See ante, at 16 (acknowledging
“that market efficiency and the public nature of the alleged
misrepresentations must be proved before a securities-
fraud class action can be certified”); 660 F. 3d 1170, 1175
(CA9 2011) (same). See also Erica P. John Fund, 563
U.S.,, at __ (slip op., at 5) (“It is undisputed that
securities fraud plaintiffs must prove,” at certification
inter alia, “that the alleged misrepresentations were pub-
licly known . .. [and] that the stock traded in an efficient
market”). The Court is correct insofar as its statements
recognize that fraud on the market is a condition prece-
dent to showing that there are common questions of reli-
ance at the time of class certification.

Nevertheless, the Court asserts that materiality—Dby its
own admission an essential predicate to invoking fraud
on the market—need not be established at certification
because it will ultimately be proved at the merits stage.
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Ante, at 16-18. This assertion is an express admission
that parties will not know at certification whether reliance
1s an individual or common question.

To support its position, the Court transforms the predi-
cate certification inquiry into a novel either-or inquiry
occurring much later on the merits. According to the
Court, either (1) plaintiffs will prove materiality on the
merits, thus demonstrating ex post that common questions
predominated at certification, or (2) they will fail to prove
materiality, at which point we learn ex post that certifica-
tion was inappropriate because reliance was not, in fact, a
common question. In the Court’s second scenario, fraud
on the market was never established, reliance for each
class member was inherently individualized, and Rule
23(b)(3) in fact should have barred certification long ago.®
The Court suggests that the problem created by the second
scenario is excusable because the plaintiffs will lose any-
way on alternative merits grounds, and the case will be

8The majority ignores this explanation of the fundamental flaw in
its position, asserting that I never “explain how ... a plaintiff class’s
failure to prove an essential element of its claim for relief will result in
individual questions predominating over common ones.” Ante, at 12.
But a plaintiff, who is excused from his burden of showing, at certifi-
cation that reliance is a common question, fails to demonstrate that
common questions predominate over the individualized questions of re-
liance that are inherent in a securities fraud claim. A plaintiff must
carry this burden at certification for certification to be proper. The
majority does not respond to the inherent timing problem in its posi-
tion. It does not explain how ignoring questions of reliance—that
undeniably will be individualized in some cases—at certification is
justified by the fact that those questions will be resolved months or
years later on the merits in a way that indicates reliance was indeed an
individualized question all along. Far from obeying the dictates of Rule
23(b)(3) as it claims, ante, at 12—13, the majority unjustifiably puts off a
critical part of the Rule 23(b)(3) inquiry until the merits. The only way
the majority can purport to follow Rule 23(b)(3) is by ignoring the fact
that, under its own analysis, reliance may be an individualized ques-
tion that predominates over common questions at certification.
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over. See ante, at 17 (“[Flailure of proof on the issue of
materiality [at the merits stage] ... not only precludes a
plaintiff from invoking the fraud-on-the-market presump-
tion of classwide reliance; it also establishes as a matter of
law that the plaintiff cannot prevail on the merits of her
Rule 10b—5 claim”). But nothing in logic or precedent
justifies ignoring at certification whether reliance is sus-
ceptible to Rule 23(b)(3) classwide proof simply because
one predicate of reliance—materiality—will be resolved, if
at all, much later in the litigation on an independent
merits element.

It is the Court, not Amgen, that “would have us put the
cart before the horse,” ante, at 3, by jumping chronologi-
cally to the §10(b) merits element of materiality. But Rule
23, as well as common sense, requires class certification
issues to be addressed first. See Rule 23(c)(1)(A) (“At an
early practicable time after a person sues or is sued ...
the court must determine by order whether to certify the
action as a class action”). A plaintiff who cannot prove
materiality does not simply have a claim that is “‘dead on
arrival’” at the merits, ante, at 17 (quoting 660 F. 3d, at
1175); he has a class that should never have arrived at the
merits at all because it failed Rule 23(b)(3) certification
from the outset. Without materiality, there is no fraud-
on-the-market presumption, questions of reliance remain
individualized, and Rule 23(b)(3) certification is impossi-
ble. And the fact that evidence of materiality goes to both
fraud on the market at certification and an independent
merits element is no issue; Wal-Mart expressly held that a
court at certification may inquire into questions that also
have later relevance on the merits. See 564 U.S., at ___
(slip op., at 10-11). The Court reverses that inquiry,
effectively saying that certification may be put off until
later because an adverse merits determination will retro-
actively wipe out the entire class. However, a plaintiff
who cannot prove materiality cannot prove fraud on the
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market and, thus, cannot demonstrate that the question of
reliance is susceptible of a classwide answer.

The fact that a statement may prove to be material at
the merits stage does not justify conflating the doctrinally
independent (and distinct) elements of materiality and
reliance.® The Court’s error occurs when, instead of ask-
ing whether the element of reliance is susceptible to
classwide proof, the Court focuses on whether materiality
1s susceptible to classwide proof. Ante, at 10 (“[T]he piv-
otal inquiry is whether proof of materiality is needed to
ensure that the questions of law or fact common to the
class will ‘predominate’”). The result is that the Court
effectively equates §10(b) materiality with fraud-on-the-
market materiality and elides reliance as a §10(b) ele-
ment. But a plaintiff seeking certification under Rule 23
bears the burden of proof with regard to all the elements
of a §10(b) claim, which includes materiality and reliance.
As Wal-Mart explained, “[a] party seeking class certifica-
tion must affirmatively demonstrate his compliance with

90f course, the Court’s assertion that materiality will be resolved on
the merits presumes that certification will not bring in terrorem settle-
ment pressures to bear, foreclosing any materiality inquiry at all. The
Court dismisses this concern, ante, at 18-20, attempting to give fraud-
on-the-market analysis the imprimatur of congressional enactment
instead of recognizing it as a judicially created doctrine grafted onto an
implied cause of action. But the fact that Congress has enacted legisla-
tion to curb excesses in securities litigation while leaving Basic intact,
see ante, at 19-20, says nothing about the proper interpretation of
Basic at issue here. The Court retains discretion over the contours of
Basic unless and until Congress sees fit to alter them—a fact Congress
must also have realized when it passed the Private Securities Litiga-
tion Reform Act of 1995, 109 Stat. 737, and other legislation. The
Court’s entire argument is based on the assumption that the fraud-on-
the-market presumption need not be shown at certification because it
will be proved later on the merits; insofar as certification makes that
later determination unlikely to occur, it at least counsels against the
certitude with which the Court assures us that its gloss on Basic is
correct.
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the Rule—that is, he must be prepared to prove that there
are in fact sufficiently numerous parties, common ques-
tions of law or fact, etc.” 564 U. S., at ___ (slip op., at 10).
If the elements of fraud on the market are not proved at
certification, a plaintiff has failed to carry his burden of
establishing that questions of individualized reliance will
not predominate, without which the plaintiff class cannot
obtain certification. Cf. id., at ___ (slip op., at 12) (holding
in Rule 23(a)(2) context that “[w]ithout some glue hold-
ing the alleged reasons for all those decisions together, it
will be impossible to say that examination of all the class
members’ claims for relief will produce a common an-
swer”). It is only by establishing all of the elements of the
fraud-on-the-market presumption that reliance can be
proved on a classwide basis. Therefore, if a plaintiff wishes
to use Basic’s presumption to prove that reliance is a
common question, he must establish the entire presump-
tion, including materiality, at the class certification stage.

Nor is it relevant, as respondent argues, that requiring
plaintiffs to establish all predicates of fraud on the market
at certification will make it more difficult to obtain certifi-
cation. See Brief for Respondent 35-38. In Basic, four
Justices of a six-Justice Court created the fraud-on-the-
market presumption from a combination of newly minted
economic theories, 485 U. S., at 250-251, n. 1 (White, J.,
concurring in part and dissenting in part), and “considera-
tions of fairness, public policy, and probability,” id., at 245
(majority opinion), to allow claims that otherwise would
have been barred due to the plaintiffs’ inability to show
reliance, id., at 242. Basic is a judicially invented doctrine
based on an economic theory adopted to ease the burden
on plaintiffs bringing claims under an implied cause of
action. There is nothing untoward about requiring plain-
tiffs to take the steps that the Basic Court created in an
effort to save otherwise inadequate claims.
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II

The majority’s approach is, thus, doctrinally incorrect
under Basic. Its shortcomings are further highlighted by
the role that materiality played in the pre-Basic develop-
ment of the fraud-on-the-market theory as a condition
precedent to showing that there are common questions of
reliance in the class-action context. Materiality, at the
time of certification, has been a driving force behind
the theory from the outset. This fact further supports the
need to prove materiality at the time the fraud-on-the-
market theory is invoked to show that questions of reli-
ance can be answered on a classwide basis.

A

Before Basic, two signposts marked the way for courts
applying the fraud-on-the-market theory. Both demon-
strate that the materiality of an alleged falsehood was not
a mere afterthought but rather one of the primary reasons
for allowing traditional proof of reliance to be brushed
aside at certification. This fact weighs strongly in favor of
the conclusion that materiality must be resolved at certi-
fication when the fraud-on-the-market presumption is
invoked to show that reliance can be proved on a classwide
basis.

The first signpost was the Ninth Circuit’s 1975 opinion
in Blackie, termed by one pre-Basic court the “seminal
fraud on the market case.” Peil, 806 F. 2d, at 1163, n. 16.
See also Basic, supra, at 251, n. 1 (White, J., dissenting)
(“The earliest Court of Appeals case adopting this theory
cited by the Court is Blackie v. Barrack, 524 F.2d 891
(CA9 1975), cert. denied, 429 U. S. 816 (1976)”).

Blackie arose from a $90 million loss reported by audio
equipment manufacturer Ampex Corp. in its 1972 annual
report. 524 F. 2d, at 894.1 Ampex’s independent auditors

10 Ampex’s sales for 1971 were just under $284 million. See Reckert,
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not only refused to certify the 1972 annual report but also
withdrew certification of all 1971 financial statements
“because of doubts that the loss reported for 1972 was in
fact suffered in that year.” Ibid. In resultant class ac-
tions, the defendants argued that reliance stood in the
way of class certification under Rule 23(b)(3) because it
was not a common question.

The Ninth Circuit disagreed. Instead, it relieved plain-
tiffs from providing traditional proof of reliance, ex-
plaining that “causation is adequately established in the
1mpersonal stock exchange context by proof of purchase and
of the materiality of misrepresentations, without direct proof
of reliance.” Id., at 906 (emphasis added). The court left
no doubt that the materiality of the $90 million shortfall
in Ampex’s financial statements was central to its deter-
mination that reliance could be presumed. It asserted
that “[m]ateriality circumstantially establishes the reli-
ance of some market traders and hence the inflation in the
stock price—when the purchase is made[,] the causational
chain between defendant’s conduct and plaintiff’s loss is
sufficiently established to make out a prima facie case.”
Ibid. Materiality was not merely an important factor that
allowed reliance to be presumed at certification; materiali-
ty was the factor. It demonstrated that the defendants
had committed a fraud on the market, that all putative
class plaintiffs had relied on it in purchasing stock, and,
therefore, that questions of reliance would be susceptible
to common answers.!!

A. & P. Registers Deficit for First Fiscal Quarter, N. Y. Times, July 1,
1972, p. 30 (discussing Ampex’s revenue and net loss in its 1972 Annual
Report).

11 Blackie’s use of materiality to satisfy reliance for purposes of Rule
23(b)(3) predominance continued to form the foundation for the fraud-
on-the-market concept in subsequent pre-Basic appellate cases. See,
e.g., Peil v. Speiser, 806 F. 2d 1154, 1161 (CA3 1986) (“[W]e hold that
plaintiffs who purchase in an open and developed market need not
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The second fraud-on-the-market signpost prior to Basic
was a note in the Harvard Law Review, which described
the nascent theory. See Note, The Fraud-on-the-Market
Theory, 95 Harv. L. Rev. 1143 (1982) (hereinafter Harv.
L. Rev. Note). The Sixth Circuit opinion reviewed in Basic
termed the Note “[t]he clearest statement of the theory of
presumption of reliance.” Levinson v. Basic Inc., 786 F. 2d
741, 750 (1986). Indeed, in the briefing for Basic itself,
the plaintiffs, the United States, and plaintiffs’ amicus cited
the article repeatedly as an authoritative statement on the
subject. See Brief for Respondent 43, n. 18, 46, n. 20 (cited
in Peil, supra, at 1160), Brief for Securities and Exchange
Commission as Amicus Curiae 22, n. 25, 24, n. 30, 26, n.
32, and Brief for Joseph Harris et al. as Amicus Curiae 4,
n. 2, in Basic Inc. v. Levinson, O. T. 1987, No. 86—279.

Like Blackie, the Note also hinged the fraud-on-the-
market presumption of reliance on proof of materiality.
Harv. L. Rev. Note 1161 (“In developed markets, which
are apparently efficient, reliance should be presumed from
the materiality of the deception” (emphasis added)). Ulti-
mately, in language that will be familiar to anyone who
has read Basic, the Note formulated a “pivotal assump-
tion” underlying the fraud-on-the-market theory as the
belief that:

“market prices respond to information disseminated
(or not disseminated) concerning the companies whose
securities are traded. In such a setting—often de-
scribed as an ‘efficient market’—the reliance of some
traders upon a material deception influences market

prove direct reliance on defendants' misrepresentations, but can satisfy
their burden of proof on the element of causation by showing that the
defendants made material misrepresentations” (footnote omitted));
Panczirer v. Wolf, 663 F. 2d 365, 368 (CA2 1981) (“Blackie held that the
materiality of a fraud creates a presumption of reliance through its
presumed effect on the market. ... Our holding is no more than an
extension of Blackie”).
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prices and thereby affects even traders who never
read or hear of the deception.” Harv. L. Rev. Note
1154 (footnote omitted).

Again, the materiality of the alleged misstatement was
a key component, without which the market could not be
presumed to move. As a result, without materiality it is
impossible to say that there has been a fraud on the mar-
ket at all, and if that is not the case there is no reason to
believe that the market price at which stock transactions
occurred was affected by an alleged misstatement or, by
extension, that any market participants relied on it.
Materiality should thus be proved when the fraud-on-the-
market presumption is invoked, or there is no common-
ality with respect to questions of reliance.

B

Nor did the importance of materiality diminish in the
Sixth Circuit opinion reviewed in Basic. Rather, the court
followed the path marked by the signposts discussed
above. It excused plaintiffs from offering traditional evi-
dence of reliance, so long as “a defendant is shown to have
made a material public misrepresentation that, if relied
on directly, would fraudulently induce an individual to mis-
judge the value of the stock.” Levinson, 786 F. 2d, at 750
(emphasis added). The court’s analysis made clear that
materiality should be demonstrated at the time the pre-
sumption was invoked: “In order to invoke the presump-
tion of reliance based upon the fraud on the market theory,
a plaintiff must allege and prove ... that the mis-
representations were material ... .” Ibid. (citing Blackie,
524 F. 2d, at 906).

C

Finally, the briefing before this Court in Basic itself
built upon this framework and the foundational principle
that materiality is an integral part of the theory. Criti-
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cally, the Basic defendants argued that the plaintiffs could
not establish fraud on the market at certification even if
the theory were valid because the alleged misstatement
was immaterial. They “contrast[ed] the likely market
impact of disclosure of the [$90 million Blackie loss] . . .
with the disclosure of the information which respondents
contend[ed] rendered Basic’s statements materially mis-
leading.” See Brief for Petitioners in O. T. 1987, No. 86—
279, p. 42. The Basic defendants concluded that “the
differences between a company’s $90 million loss and a
company’s sporadic contacts with a friendly suitor are sub-
stantial. ... [T]he fraud on the market theory, if it has
vitality, should not be applied in a case such as this.” Id.,
at 43.

In response, the plaintiffs in Basic did not argue that
the defendants misunderstood the role of materiality in
the fraud-on-the-market theory. They instead advanced a
now-foreclosed interpretation of dicta from FEisen v. Car-
lisle & Jacquelin, 417 U. S. 156, 177 (1974):

“Petitioners’ final argument—that respondents will be
unable to establish that Basic’s repeated false and
misleading statements impacted the price of Basic
stock over a fourteen month period—represents an ef-
fort to litigate the merits of this case on the motion for
class certification. ... As this Court held in Eisen v.
Carlisle & Jacquelin, 417 U. S. 156, 177 (1974): ‘We
find nothing in either the language or history of Rule
23 that gives a court any authority to conduct a pre-
liminary inquiry into the merits of a suit in order to
determine whether it may be maintained as a class
action.”” Brief for Respondents in O. T. 1987, No. 86—
279, p. 54.

The Court rejected this reading of Eisen two Terms ago,
explaining that the very language the Basic plaintiffs
quoted was “sometimes mistakenly cited” as prohibiting
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inquiry into “the propriety of certification under Rules
23(a) and (b).” Wal-Mart Stores, Inc., 564 U.S., at ___,
n. 6 (slip op., at 10, n. 6). That reading, the Court ex-
plained, “is the purest dictum and is contradicted by our
other cases.” Ibid. The Basic defendants’ reply is con-
sistent with Wal-Mart:

“Putative class representatives, such as respondents,
should not be permitted to invoke the fraud on the
market theory while, at the same time, arguing that
courts may not make any preliminary inquiry into the
claimed impact on the market. See, e.g., Resp. Br.,
p. 54. By seeking the benefit of the presumption, re-
spondents necessarily invite judicial scrutiny of the
circumstances in which it is invoked.” Reply Brief for
Petitioners in O. T. 1987, No. 86-279, p. 18.

Well said. The history of Basic is worth the volume of
argument offered by the majority. Cf. New York Trust Co.
v. Eisner, 256 U. S. 345, 349 (1921) (majority opinion of
Holmes, J.). Materiality was central to the development,
analysis, and adoption of the fraud-on-the-market theory
both before Basic and in Basic itself. Materiality, there-
fore, must be demonstrated to prove fraud on the market,
and until materiality of an alleged misstatement is shown
there 1s no reason to believe that all market participants
have relied equally on it. Otherwise individualized ques-
tions of reliance remain. This history confirms that mate-
riality must be proved at the time that the theory is
invoked—i.e., at certification.

III

I, thus, would reverse the judgment of the Ninth Circuit
and hold that a plaintiff invoking the fraud-on-the-market
presumption bears the burden to establish all the ele-
ments of fraud on the market at certification, including
the materiality of the alleged misstatement.
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Investors can recover damages in a private securities fraud action only
if they prove that they relied on the defendant’s misrepresentation in
deciding to buy or sell a company’s stock. In Basic Inc. v. Levinson,
485 U. S. 224, this Court held that investors could satisfy this reli-
ance requirement by invoking a presumption that the price of stock
traded in an efficient market reflects all public, material infor-
mation—including material misrepresentations. The Court also held,
however, that a defendant could rebut this presumption by showing
that the alleged misrepresentation did not actually affect the stock
price—that is, that it had no “price impact.”

Respondent Erica P. John Fund, Inc. (EPJ Fund), filed a putative
class action against Halliburton and one of its executives (collectively
Halliburton), alleging that they made misrepresentations designed to
inflate Halliburton’s stock price, in violation of section 10(b) of the
Securities Exchange Act of 1934 and Securities and Exchange Com-
mission Rule 10b—5. The District Court initially denied EPJ Fund’s
class certification motion, and the Fifth Circuit affirmed. But this
Court vacated that judgment, concluding that securities fraud plain-
tiffs need not prove loss causation—a causal connection between the
defendants’ alleged misrepresentations and the plaintiffs’ economic
losses—at the class certification stage in order to invoke Basic’s pre-
sumption of reliance. On remand, Halliburton argued that class cer-
tification was nonetheless inappropriate because the evidence it had
earlier introduced to disprove loss causation also showed that its al-
leged misrepresentations had not affected its stock price. By demon-
strating the absence of any “price impact,” Halliburton contended, it
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had rebutted the Basic presumption. And without the benefit of that
presumption, investors would have to prove reliance on an individual
basis, meaning that individual issues would predominate over com-
mon ones and class certification would be inappropriate under Fed-
eral Rule of Civil Procedure 23(b)(3). The District Court rejected Hal-
liburton’s argument and certified the class. The Fifth Circuit
affirmed, concluding that Halliburton could use its price impact evi-
dence to rebut the Basic presumption only at trial, not at the class
certification stage.

Held:

1. Halliburton has not shown a “special justification,” Dickerson v.
United States, 530 U. S. 428, 443, for overruling Basic’s presumption
of reliance. Pp. 4-16.

(a) To recover damages under section 10(b) and Rule 10b-5, a
plaintiff must prove, as relevant here, “‘reliance upon the misrepre-
sentation or omission.”” Amgen Inc. v. Connecticut Retirement Plans
and Trust Funds, 568 U.S. __, . The Court recognized in Basic,
however, that requiring direct proof of reliance from every individual
plaintiff “would place an unnecessarily unrealistic evidentiary bur-
den on the ... plaintiff who has traded on an impersonal market,”
485 U. S., at 245, and “effectively would” prevent plaintiffs “from pro-
ceeding with a class action” in Rule 10b—5 suits, id., at 242. To ad-
dress these concerns, the Court held that plaintiffs could satisfy the
reliance element of a Rule 10b—5 action by invoking a rebuttable pre-
sumption of reliance. The Court based that presumption on what is
known as the “fraud-on-the-market” theory, which holds that “the
market price of shares traded on well-developed markets reflects all
publicly available information, and, hence, any material misrepre-
sentations.” Id., at 246. The Court also noted that the typical “inves-
tor who buys or sells stock at the price set by the market does so in
reliance on the integrity of that price.” Id., at 247. As a result,
whenever an investor buys or sells stock at the market price, his “re-
liance on any public material misrepresentations ... may be pre-
sumed for purposes of a Rule 10b—5 action.” Id. at 247. Basic also
emphasized that the presumption of reliance was rebuttable rather
than conclusive. Pp. 5-7.

(b) None of Halliburton’s arguments for overruling Basic so dis-
credit the decision as to constitute a “special justification.” Pp. 7—12.

(1) Halliburton first argues that the Basic presumption is in-
consistent with Congress’s intent in passing the 1934 Exchange Act—
the same argument made by the dissenting Justices in Basic. The
Basic majority did not find that argument persuasive then, and Hal-
liburton has given no new reason to endorse it now. Pp. 7-8.

(2) Halliburton also contends that Basic rested on two premis-
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es that have been undermined by developments in economic theory.
First, it argues that the Basic Court espoused “a robust view of mar-
ket efficiency” that is no longer tenable in light of empirical evidence
ostensibly showing that material, public information often is not
quickly incorporated into stock prices. The Court in Basic acknowl-
edged, however, the debate among economists about the efficiency of
capital markets and refused to endorse “any particular theory of how
quickly and completely publicly available information is reflected in
market price.” 485 U. S., at 248, n. 28. The Court instead based the
presumption of reliance on the fairly modest premise that “market
professionals generally consider most publicly announced material
statements about companies, thereby affecting stock market prices.”
Id., at 247, n. 24. Moreover, in making the presumption rebuttable,
Basic recognized that market efficiency is a matter of degree and ac-
cordingly made it a matter of proof. Halliburton has not identified
the kind of fundamental shift in economic theory that could justify
overruling a precedent on the ground that it misunderstood, or has
since been overtaken by, economic realities.

Halliburton also contests the premise that investors “invest ‘in re-
liance on the integrity of [the market] price,’” id., at 247, identifying
a number of classes of investors for whom “price integrity” is suppos-
edly “marginal or irrelevant.” But Basic never denied the existence
of such investors, who in any event rely at least on the facts that
market prices will incorporate public information within a reasonable
period and that market prices, however inaccurate, are not distorted
by fraud. Pp. 8-12.

(c) The principle of stare decisis has “ ‘special force’” “in respect
to statutory interpretation” because “‘Congress remains free to alter
what [the Court has] done.”” John R. Sand & Gravel Co. v. United
States, 552 U. S. 130, 139. So too with Basic’s presumption of reli-
ance. The presumption is not inconsistent with this Court’s more re-
cent decisions construing the Rule 10b—5 cause of action. In Central
Bank of Denver, N. A. v. First Interstate Bank of Denver, N. A., 511
U. S. 164, and Stoneridge Investment Partners, LLC v. Scientific-
Atlanta, Inc., 552 U. S. 148, the Court declined to effectively elimi-
nate the reliance element by extending liability to entirely new cate-
gories of defendants who themselves had not made any material,
public misrepresentation. The Basic presumption, by contrast, mere-
ly provides an alternative means of satisfying the reliance element.
Nor is the Basic presumption inconsistent with the Court’s recent de-
cisions governing class action certification, which require plaintiffs to
prove—not simply plead—that their proposed class satisfies each re-
quirement of Federal Rule of Civil Procedure 23, including, if appli-
cable, the predominance requirement of Rule 23(b)(3). See, e.g., Wal-
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Mart Stores, Inc. v. Dukes, 564 U. S. ___, . The Basic presumption
does not relieve plaintiffs of that burden but rather sets forth what
plaintiffs must prove to demonstrate predominance. Finally, Halli-
burton emphasizes the possible harmful consequences of the securi-
ties class actions facilitated by the Basic presumption, but such con-
cerns are more appropriately addressed to Congress, which has in
fact responded, to some extent, to many of them. Pp. 12-16.

2. For the same reasons the Court declines to overrule Basic’s pre-
sumption of reliance, it also declines to modify the prerequisites for
invoking the presumption by requiring plaintiffs to prove “price im-
pact” directly at the class certification stage. The Basic presumption
incorporates two constituent presumptions: First, if a plaintiff shows
that the defendant’s misrepresentation was public and material and
that the stock traded in a generally efficient market, he is entitled to
a presumption that the misrepresentation affected the stock price.
Second, if the plaintiff also shows that he purchased the stock at the
market price during the relevant period, he is entitled to a further
presumption that he purchased the stock in reliance on the defend-
ant’s misrepresentation. Requiring plaintiffs to prove price impact
directly would take away the first constituent presumption. Halli-
burton’s argument for doing so is the same as its argument for over-
ruling the Basic presumption altogether, and it meets the same fate.
Pp. 16-18.

3. The Court agrees with Halliburton, however, that defendants
must be afforded an opportunity to rebut the presumption of reliance
before class certification with evidence of a lack of price impact. De-
fendants may already introduce such evidence at the merits stage to
rebut the Basic presumption, as well as at the class certification
stage to counter a plaintiff’s showing of market efficiency. Forbid-
ding defendants to rely on the same evidence prior to class certifica-
tion for the particular purpose of rebutting the presumption altogeth-
er makes no sense, and can readily lead to results that are
inconsistent with Basic’s own logic. Basic allows plaintiffs to estab-
lish price impact indirectly, by showing that a stock traded in an effi-
cient market and that a defendant’s misrepresentations were public
and material. But an indirect proxy should not preclude considera-
tion of a defendant’s direct, more salient evidence showing that an al-
leged misrepresentation did not actually affect the stock’s price and,
consequently, that the Basic presumption does not apply. Amgen
does not require a different result. There, the Court held that mate-
riality, though a prerequisite for invoking the Basic presumption,
should be left to the merits stage because it does not bear on the pre-
dominance requirement of Rule 23(b)(3). In contrast, the fact that a
misrepresentation has price impact is “Basic’s fundamental premise.”
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Erica P. John Fund, Inc. v. Halliburton Co., 563 U.S. __, It
thus has everything to do with the issue of predominance at the class
certification stage. That is why, if reliance is to be shown through
the Basic presumption, the publicity and market efficiency prerequi-
sites must be proved before class certification. Given that such indi-
rect evidence of price impact will be before the court at the class certi-
fication stage in any event, there is no reason to artificially limit the
inquiry at that stage by excluding direct evidence of price impact.
Pp. 18-23.

718 F. 3d 423, vacated and remanded.

ROBERTS, C. J., delivered the opinion of the Court, in which KENNEDY,
GINSBURG, BREYER, SOTOMAYOR, and KAGAN, Jd., joined. GINSBURG, J.,
filed a concurring opinion, in which BREYER and SOTOMAYOR,
Jd., joined. THOMAS, J., filed an opinion concurring in the judgment, in
which SCALIA and ALITO, JdJ., joined.

128



Cite as: 573 U. S. (2014) 1

Opinion of the Court

NOTICE: This opinion is subject to formal revision before publication in the
preliminary print of the United States Reports. Readers are requested to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order
that corrections may be made before the preliminary print goes to press.

SUPREME COURT OF THE UNITED STATES

No. 13-317

HALLIBURTON CO., ET AL., PETITIONERS v. ERICA P.
JOHN FUND, INC., FKA ARCHDIOCESE OF
MILWAUKEE SUPPORTING FUND, INC.

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIFTH CIRCUIT

[June 23, 2014]

CHIEF JUSTICE ROBERTS delivered the opinion of the
Court.

Investors can recover damages in a private securities
fraud action only if they prove that they relied on the
defendant’s misrepresentation in deciding to buy or sell a
company’s stock. In Basic Inc. v. Levinson, 485 U. S. 224
(1988), we held that investors could satisfy this reliance
requirement by invoking a presumption that the price of
stock traded in an efficient market reflects all public,
material information—including material misstatements.
In such a case, we concluded, anyone who buys or sells the
stock at the market price may be considered to have relied
on those misstatements.

We also held, however, that a defendant could rebut this
presumption in a number of ways, including by showing
that the alleged misrepresentation did not actually affect
the stock’s price—that is, that the misrepresentation had
no “price impact.” The questions presented are whether
we should overrule or modify Basic’s presumption of reli-
ance and, if not, whether defendants should nonetheless
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be afforded an opportunity in securities class action cases
to rebut the presumption at the class certification stage,
by showing a lack of price impact.

I

Respondent Erica P. John Fund, Inc. (EPJ Fund), is the
lead plaintiff in a putative class action against Halliburton
and one of its executives (collectively Halliburton) alleging
violations of section 10(b) of the Securities Exchange Act
of 1934, 48 Stat. 891, 15 U. S. C. §78j(b), and Securities
and Exchange Commission Rule 10b-5, 17 CFR §240.10b—5
(2013). According to EPJ Fund, between June 3, 1999,
and December 7, 2001, Halliburton made a series of mis-
representations regarding its potential liability in asbestos
litigation, its expected revenue from certain construction
contracts, and the anticipated benefits of its merger with
another company—all in an attempt to inflate the price of
its stock. Halliburton subsequently made a number of
corrective disclosures, which, EPJ Fund contends, caused
the company’s stock price to drop and investors to lose
money.

EPJ Fund moved to certify a class comprising all inves-
tors who purchased Halliburton common stock during the
class period. The District Court found that the proposed
class satisfied all the threshold requirements of Federal
Rule of Civil Procedure 23(a): It was sufficiently numer-
ous, there were common questions of law or fact, the rep-
resentative parties’ claims were typical of the class claims,
and the representatives could fairly and adequately pro-
tect the interests of the class. App. to Pet. for Cert. 54a.
And except for one difficulty, the court would have also
concluded that the class satisfied the requirement of Rule
23(b)(3) that “the questions of law or fact common to class
members predominate over any questions affecting only
individual members.” See id., at 55a, 98a. The difficulty
was that Circuit precedent required securities fraud plain-
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tiffs to prove “loss causation”—a causal connection be-
tween the defendants’ alleged misrepresentations and the
plaintiffs’ economic losses—in order to invoke Basic’s
presumption of reliance and obtain class certification.
App. to Pet. for Cert. 55a, and n. 2. Because EPJ Fund
had not demonstrated such a connection for any of Halli-
burton’s alleged misrepresentations, the District Court
refused to certify the proposed class. Id., at 55a, 98a. The
United States Court of Appeals for the Fifth Circuit af-
firmed the denial of class certification on the same ground.
Archdiocese of Milwaukee Supporting Fund, Inc. v. Halli-
burton Co., 597 F. 3d 330 (2010).

We granted certiorari and vacated the judgment, finding
nothing in “Basic or its logic” to justify the Fifth Circuit’s
requirement that securities fraud plaintiffs prove loss
causation at the class certification stage in order to invoke
Basic’s presumption of reliance. Erica P. John Fund, Inc.
v. Halliburton Co., 563 U.S. ___, _ (2011) (Halliburton
I) (slip op., at 6). “Loss causation,” we explained, “ad-
dresses a matter different from whether an investor relied
on a misrepresentation, presumptively or otherwise, when
buying or selling a stock.” Ibid. We remanded the case for
the lower courts to consider “any further arguments
against class certification” that Halliburton had preserved.
Id., at ___ (slip op., at 9).

On remand, Halliburton argued that class certification
was 1nappropriate because the evidence it had earlier
introduced to disprove loss causation also showed that
none of its alleged misrepresentations had actually af-
fected its stock price. By demonstrating the absence of any
“price impact,” Halliburton contended, it had rebutted
Basic’s presumption that the members of the proposed
class had relied on its alleged misrepresentations simply
by buying or selling its stock at the market price. And
without the benefit of the Basic presumption, investors
would have to prove reliance on an individual basis, mean-
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ing that individual issues would predominate over com-
mon ones. The District Court declined to consider Halli-
burton’s argument, holding that the Basic presumption
applied and certifying the class under Rule 23(b)(3). App.
to Pet. for Cert. 30a.

The Fifth Circuit affirmed. 718 F. 3d 423 (2013). The
court found that Halliburton had preserved its price im-
pact argument, but to no avail. Id., at 435-436. While
acknowledging that “Halliburton’s price impact evidence
could be used at the trial on the merits to refute the pre-
sumption of reliance,” id., at 433, the court held that
Halliburton could not use such evidence for that purpose
at the class certification stage, id., at 435. “[P]rice impact
evidence,” the court explained, “does not bear on the ques-
tion of common question predominance [under Rule
23(b)(3)], and is thus appropriately considered only on the
merits after the class has been certified.” Ibid.

We once again granted certiorari, 571 U. S. ___ (2013),
this time to resolve a conflict among the Circuits over
whether securities fraud defendants may attempt to rebut
the Basic presumption at the class certification stage with
evidence of a lack of price impact. We also accepted Halli-
burton’s invitation to reconsider the presumption of reli-
ance for securities fraud claims that we adopted in Basic.

II

Halliburton urges us to overrule Basic’s presumption of
reliance and to instead require every securities fraud
plaintiff to prove that he actually relied on the defendant’s
misrepresentation in deciding to buy or sell a company’s
stock. Before overturning a long-settled precedent, how-
ever, we require “special justification,” not just an argu-
ment that the precedent was wrongly decided. Dickerson
v. United States, 530 U. S. 428, 443 (2000) (internal quota-
tion marks omitted). Halliburton has failed to make that
showing.
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A

Section 10(b) of the Securities Exchange Act of 1934 and
the Securities and Exchange Commission’s Rule 10b—5
prohibit making any material misstatement or omission in
connection with the purchase or sale of any security.
Although section 10(b) does not create an express private
cause of action, we have long recognized an implied pri-
vate cause of action to enforce the provision and its im-
plementing regulation. See Blue Chip Stamps v. Manor
Drug Stores, 421 U. S. 723, 730 (1975). To recover damages
for violations of section 10(b) and Rule 10b—5, a plaintiff
must prove “‘(1) a material misrepresentation or omission
by the defendant; (2) scienter; (3) a connection between the
misrepresentation or omission and the purchase or sale of
a security; (4) reliance upon the misrepresentation or
omission; (5) economic loss; and (6) loss causation.””
Amgen Inc. v. Connecticut Retirement Plans and Trust
Funds, 568 U.S. ___, _ (2013) (slip op., at 3—4) (quoting
Matrixx Initiatives, Inc. v. Siracusano, 563 U.S. __ ,
(2011) (slip op., at 9)).

The reliance element “‘ensures that there is a proper
connection between a defendant’s misrepresentation and a
plaintiff’s injury.”” 568 U. S., at ___ (slip op., at 4) (quot-
ing Halliburton I, 563 U. S., at ___ (slip op., at 4)). “The
traditional (and most direct) way a plaintiff can demon-
strate reliance is by showing that he was aware of a com-
pany’s statement and engaged in a relevant transaction—
e.g., purchasing common stock—based on that specific
misrepresentation.” Id., at ___ (slip op., at 4).

In Basic, however, we recognized that requiring such
direct proof of reliance “would place an unnecessarily
unrealistic evidentiary burden on the Rule 10b—5 plaintiff
who has traded on an impersonal market.” 485 U. S., at
245. That is because, even assuming an investor could
prove that he was aware of the misrepresentation, he
would still have to “show a speculative state of facts, i.e.,
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how he would have acted . .. if the misrepresentation had
not been made.” Ibid.

We also noted that “[r]equiring proof of individualized
reliance” from every securities fraud plaintiff “effectively
would ... prevent|[ ]| [plaintiffs] from proceeding with a
class action” in Rule 10b-5 suits. Id., at 242. If every
plaintiff had to prove direct reliance on the defendant’s
misrepresentation, “individual issues then would
overwhelm|[ ] the common ones,” making certification
under Rule 23(b)(3) inappropriate. Ibid.

To address these concerns, Basic held that securities
fraud plaintiffs can in certain circumstances satisfy the
reliance element of a Rule 10b—5 action by invoking a
rebuttable presumption of reliance, rather than proving
direct reliance on a misrepresentation. The Court based
that presumption on what is known as the “fraud-on-the-
market” theory, which holds that “the market price of
shares traded on well-developed markets reflects all pub-
licly available information, and, hence, any material mis-
representations.” Id., at 246. The Court also noted that,
rather than scrutinize every piece of public information
about a company for himself, the typical “investor who
buys or sells stock at the price set by the market does so in
reliance on the integrity of that price”—the belief that it
reflects all public, material information. Id., at 247. As a
result, whenever the investor buys or sells stock at the
market price, his “reliance on any public material misrep-
resentations ... may be presumed for purposes of a Rule
10b—5 action.” Ibid.

Based on this theory, a plaintiff must make the follow-
ing showings to demonstrate that the presumption of
reliance applies in a given case: (1) that the alleged mis-
representations were publicly known, (2) that they were
material, (3) that the stock traded in an efficient market,
and (4) that the plaintiff traded the stock between the
time the misrepresentations were made and when the
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truth was revealed. See id., at 248, n. 27; Halliburton I,
supra, at ___ (slip op., at 5-6).

At the same time, Basic emphasized that the presump-
tion of reliance was rebuttable rather than conclusive.
Specifically, “[alny showing that severs the link between
the alleged misrepresentation and either the price re-
ceived (or paid) by the plaintiff, or his decision to trade at
a fair market price, will be sufficient to rebut the pre-
sumption of reliance.” 485 U. S., at 248. So for example, if
a defendant could show that the alleged misrepresentation
did not, for whatever reason, actually affect the market
price, or that a plaintiff would have bought or sold the
stock even had he been aware that the stock’s price was
tainted by fraud, then the presumption of reliance would
not apply. Id., at 248-249. In either of those cases, a
plaintiff would have to prove that he directly relied on the
defendant’s misrepresentation in buying or selling the
stock.

B

Halliburton contends that securities fraud plaintiffs
should always have to prove direct reliance and that the
Basic Court erred in allowing them to invoke a presump-
tion of reliance instead. According to Halliburton, the
Basic presumption contravenes congressional intent and
has been undermined by subsequent developments in
economic theory. Neither argument, however, so discred-
its Basic as to constitute “special justification” for overrul-
ing the decision.

1

Halliburton first argues that the Basic presumption is
inconsistent with Congress’s intent in passing the 1934
Exchange Act. Because “[tlhe Section 10(b) action is a
judicial construct that Congress did not enact,”” this
Court, Halliburton insists, “must identify—and borrow
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from—the express provision that is ‘most analogous to the
private 10b—5 right of action.”” Brief for Petitioners 12
(quoting Stoneridge Investment Partners, LLC v. Scientific-
Atlanta, Inc., 552 U. S. 148, 164 (2008); Musick, Peeler
& Garrett v. Employers Ins. of Wausau, 508 U. S. 286, 294
(1993)). According to Halliburton, the closest analogue
to section 10(b) is section 18(a) of the Act, which cre-
ates an express private cause of action allowing inves-
tors to recover damages based on misrepresentations
made in certain regulatory filings. 15 U.S. C. §78r(a).
That provision requires an investor to prove that he
bought or sold stock “in reliance upon” the defendant’s
misrepresentation. Ibid. In ignoring this direct reliance
requirement, the argument goes, the Basic Court relieved
Rule 10b-5 plaintiffs of a burden that Congress would
have imposed had it created the cause of action.

EPJ Fund contests both premises of Halliburton’s ar-
gument, arguing that Congress has affirmed Basic’s con-
struction of section 10(b) and that, in any event, the clos-
est analogue to section 10(b) is not section 18(a) but
section 9, 15 U. S. C. §78i—a provision that does not re-
quire actual reliance.

We need not settle this dispute. In Basic, the dissenting
Justices made the same argument based on section 18(a)
that Halliburton presses here. See 485 U. S., at 257-258
(White, J., concurring in part and dissenting in part). The
Basic majority did not find that argument persuasive
then, and Halliburton has given us no new reason to
endorse it now.

2

Halliburton’s primary argument for overruling Basic is
that the decision rested on two premises that can no longer
withstand scrutiny. The first premise concerns what is
known as the “efficient capital markets hypothesis.” Basic
stated that “the market price of shares traded on well-
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developed markets reflects all publicly available infor-
mation, and, hence, any material misrepresentations.”
Id., at 246. From that statement, Halliburton concludes
that the Basic Court espoused “a robust view of market
efficiency” that is no longer tenable, for “‘overwhelming
empirical evidence’ now ‘suggests that capital markets are
not fundamentally efficient.”” Brief for Petitioners 14-16
(quoting Lev & de Villiers, Stock Price Crashes and 10b-5
Damages: A Legal, Economic, and Policy Analysis, 47
Stan. L. Rev 7, 20 (1994)). To support this contention,
Halliburton cites studies purporting to show that “public
information is often not incorporated immediately (much
less rationally) into market prices.” Brief for Petitioners
17; see id., at 16—20. See also Brief for Law Professors as
Amici Curiae 15-18.

Halliburton does not, of course, maintain that capital
markets are always inefficient. Rather, in its view, Basic’s
fundamental error was to ignore the fact that “‘efficiency
is not a binary, yes or no question.”” Brief for Petitioners
20 (quoting Langevoort, Basic at Twenty: Rethinking
Fraud on the Market, 2009 Wis. L. Rev. 151, 167)). The
markets for some securities are more efficient than the
markets for others, and even a single market can process
different kinds of information more or less efficiently,
depending on how widely the information is disseminated
and how easily it is understood. Brief for Petitioners at
20-21. Yet Basic, Halliburton asserts, glossed over these
nuances, assuming a false dichotomy that renders the
presumption of reliance both underinclusive and overin-
clusive: A misrepresentation can distort a stock’s market
price even in a generally inefficient market, and a misrep-
resentation can leave a stock’s market price unaffected
even in a generally efficient one. Brief for Petitioners at
21.

Halliburton’s criticisms fail to take Basic on its own
terms. Halliburton focuses on the debate among econo-
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mists about the degree to which the market price of a
company’s stock reflects public information about the
company—and thus the degree to which an investor can
earn an abnormal, above-market return by trading on
such information. See Brief for Financial Economists as
Amict Curiae 4-10 (describing the debate). That debate is
not new. Indeed, the Basic Court acknowledged it and
declined to enter the fray, declaring that “[w]e need not
determine by adjudication what economists and social
scientists have debated through the use of sophisticated
statistical analysis and the application of economic the-
ory.” 485 U. S., at 246-247, n. 24. To recognize the pre-
sumption of reliance, the Court explained, was not “con-
clusively to adopt any particular theory of how quickly and
completely publicly available information is reflected in
market price.” Id., at 248, n. 28. The Court instead based
the presumption on the fairly modest premise that “mar-
ket professionals generally consider most publicly an-
nounced material statements about companies, thereby
affecting stock market prices.” Id., at 247, n. 24. Basic’s
presumption of reliance thus does not rest on a “binary”
view of market efficiency. Indeed, in making the pre-
sumption rebuttable, Basic recognized that market effi-
ciency 1s a matter of degree and accordingly made it a
matter of proof.

The academic debates discussed by Halliburton have not
refuted the modest premise underlying the presumption of
reliance. Even the foremost critics of the efficient-capital-
markets hypothesis acknowledge that public information
generally affects stock prices. See, e.g., Shiller, We'll
Share the Honors, and Agree to Disagree, N.Y. Times,
Oct. 27, 2013, p. BU6 (“Of course, prices reflect available
information”). Halliburton also conceded as much in its
reply brief and at oral argument. See Reply Brief 13
(“market prices generally respond to new, material infor-
mation”); Tr. of Oral Arg. 7. Debates about the precise
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degree to which stock prices accurately reflect public in-
formation are thus largely beside the point. “That the ...
price [of a stock] may be inaccurate does not detract from
the fact that false statements affect it, and cause loss,”
which 1s “all that Basic requires.” Schleicher v. Wendt,
618 F. 3d 679, 685 (CA7 2010) (Easterbrook, C. J.). Even
though the efficient capital markets hypothesis may have
“garnered substantial criticism since Basic,” post, at 6
(THOMAS, J., concurring in judgment), Halliburton has not
1dentified the kind of fundamental shift in economic the-
ory that could justify overruling a precedent on the ground
that it misunderstood, or has since been overtaken by,
economic realities. Contrast State Oil Co. v. Khan, 522
U. S. 3 (1997), unanimously overruling Albrecht v. Herald
Co., 390 U. S. 145 (1968).

Halliburton also contests a second premise underlying
the Basic presumption: the notion that investors “invest
‘in reliance on the integrity of [the market] price.”” Reply
Brief 14 (quoting 485 U. S., at 247; alteration in original).
Halliburton identifies a number of classes of investors for
whom “price integrity” is supposedly “marginal or irrele-
vant.” Reply Brief 14. The primary example is the value
investor, who believes that certain stocks are undervalued
or overvalued and attempts to “beat the market” by buying
the undervalued stocks and selling the overvalued ones.
Brief for Petitioners 15-16 (internal quotation marks
omitted). See also Brief for Vivendi S. A. as Amicus Curiae
3-10 (describing the investment strategies of day trad-
ers, volatility arbitragers, and value investors). If many
investors “are indifferent to prices,” Halliburton contends,
then courts should not presume that investors rely on the
integrity of those prices and any misrepresentations in-
corporated into them. Reply Brief 14.

But Basic never denied the existence of such investors.
As we recently explained, Basic concluded only that “it is
reasonable to presume that most investors—knowing that
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they have little hope of outperforming the market in the
long run based solely on their analysis of publicly availa-
ble information—will rely on the security’s market price as
an unbiased assessment of the security’s value in light of
all public information.” Amgen, 568 U. S., at ___ (slip op.,
at 5) (emphasis added).

In any event, there is no reason to suppose that even
Halliburton’s main counterexample—the value investor—
1s as indifferent to the integrity of market prices as Halli-
burton suggests. Such an investor implicitly relies on the
fact that a stock’s market price will eventually reflect
material information—how else could the market correc-
tion on which his profit depends occur? To be sure, the
value investor “does not believe that the market price
accurately reflects public information at the time he trans-
acts.” Post, at 11. But to indirectly rely on a misstate-
ment in the sense relevant for the Basic presumption, he
need only trade stock based on the belief that the market
price will incorporate public information within a reason-
able period. The value investor also presumably tries to
estimate how undervalued or overvalued a particular
stock is, and such estimates can be skewed by a market
price tainted by fraud.

C
29 el

The principle of stare decisis has “‘special force’” “in
respect to statutory interpretation” because “‘Congress
remains free to alter what we have done.”” John R. Sand
& Gravel Co. v. United States, 552 U. S. 130, 139 (2008)
(quoting Patterson v. McLean Credit Union, 491 U. S. 164,
172-173 (1989)). So too with Basic’s presumption of reli-
ance. Although the presumption is a judicially created
doctrine designed to implement a judicially created cause
of action, we have described the presumption as “a sub-
stantive doctrine of federal securities-fraud law.” Amgen,
supra, at ___ (slip op., at 5). That is because it provides a

3
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way of satisfying the reliance element of the Rule 10b-5
cause of action. See, e.g., Dura Pharmaceuticals, Inc. v.
Broudo, 544 U. S. 336, 341-342 (2005). As with any other
element of that cause of action, Congress may overturn
or modify any aspect of our interpretations of the reli-
ance requirement, including the Basic presumption it-
self. Given that possibility, we see no reason to exempt
the Basic presumption from ordinary principles of stare
decisis.

To buttress its case for overruling Basic, Halliburton
contends that, in addition to being wrongly decided, the
decision is inconsistent with our more recent decisions
construing the Rule 10b-5 cause of action. As Halliburton
notes, we have held that “we must give ‘narrow dimen-
sions ... to a right of action Congress did not authorize
when 1t first enacted the statute and did not expand when
it revisited the law.”” Janus Capital Group, Inc. v. First
Derivative Traders, 564 U. S. ___, _ (2011) (slip op., at 6)
(quoting Stoneridge, 552 U. S., at 167); see, e.g., Central
Bank of Denver, N. A. v. First Interstate Bank of Denver,
N.A., 511 U.S. 164 (1994) (refusing to recognize aiding-
and-abetting liability under the Rule 10b—5 cause of ac-
tion); Stoneridge, supra (refusing to extend Rule 10b-5
liability to certain secondary actors who did not them-
selves make material misstatements). Yet the Basic
presumption, Halliburton asserts, does just the opposite,
expanding the Rule 10b—5 cause of action. Brief for Peti-
tioners 27-29.

Not so. In Central Bank and Stoneridge, we declined to
extend Rule 10b—5 liability to entirely new categories of
defendants who themselves had not made any material,
public misrepresentation. Such an extension, we ex-
plained, would have eviscerated the requirement that a
plaintiff prove that he relied on a misrepresentation made
by the defendant. See Central Bank, supra, at 180; Stone-
ridge, supra, at 157, 159. The Basic presumption does
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not eliminate that requirement but rather provides an
alternative means of satisfying it. While the presumption
makes it easier for plaintiffs to prove reliance, it does not
alter the elements of the Rule 10b—5 cause of action and
thus maintains the action’s original legal scope.

Halliburton also argues that the Basic presumption
cannot be reconciled with our recent decisions governing
class action certification under Federal Rule of Civil Pro-
cedure 23. Those decisions have made clear that plaintiffs
wishing to proceed through a class action must actually
prove—not simply plead—that their proposed class satis-
fies each requirement of Rule 23, including (if applicable)
the predominance requirement of Rule 23(b)(3). See Wal-
Mart Stores, Inc. v. Dukes, 564 U. S. , _ (2011) (ship
op., at 10); Comcast Corp. v. Behrend, 569 U.S. __,
(2013) (slip op., at 5-6). According to Halliburton, Basic
relieves Rule 10b—5 plaintiffs of that burden, allowing
courts to presume that common issues of reliance predom-
inate over individual ones.

That is not the effect of the Basic presumption. In
securities class action cases, the crucial requirement for
class certification will usually be the predominance re-
quirement of Rule 23(b)(3). The Basic presumption does
not relieve plaintiffs of the burden of proving—before class
certification—that this requirement is met. Basic instead
establishes that a plaintiff satisfies that burden by prov-
ing the prerequisites for invoking the presumption—
namely, publicity, materiality, market efficiency, and
market timing. The burden of proving those prerequisites
still rests with plaintiffs and (with the exception of mate-
riality) must be satisfied before class certification. Basic
does not, in other words, allow plaintiffs simply to plead
that common questions of reliance predominate over indi-
vidual ones, but rather sets forth what they must prove to
demonstrate such predominance.

Basic does afford defendants an opportunity to rebut the
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presumption of reliance with respect to an individual
plaintiff by showing that he did not rely on the integrity of
the market price in trading stock. While this has the
effect of “leav[ing] individualized questions of reliance in
the case,” post, at 12, there is no reason to think that these
questions will overwhelm common ones and render class
certification inappropriate under Rule 23(b)(3). That the
defendant might attempt to pick off the occasional class
member here or there through individualized rebuttal
does not cause individual questions to predominate.

Finally, Halliburton and its amici contend that, by
facilitating securities class actions, the Basic presumption
produces a number of serious and harmful consequences.
Such class actions, they say, allow plaintiffs to extort large
settlements from defendants for meritless claims; punish
mnocent shareholders, who end up having to pay settle-
ments and judgments; impose excessive costs on businesses;
and consume a disproportionately large share of judicial
resources. Brief for Petitioners 39-45.

These concerns are more appropriately addressed to
Congress, which has in fact responded, to some extent, to
many of the issues raised by Halliburton and its amici.
Congress has, for example, enacted the Private Securities
Litigation Reform Act of 1995 (PSLRA), 109 Stat. 737,
which sought to combat perceived abuses in securities
litigation with heightened pleading requirements, limits
on damages and attorney’s fees, a “safe harbor” for certain
kinds of statements, restrictions on the selection of lead
plaintiffs in securities class actions, sanctions for frivolous
litigation, and stays of discovery pending motions to dis-
miss. See Amgen, 568 U. S., at ___ (slip op., at 19-20).
And to prevent plaintiffs from circumventing these re-
strictions by bringing securities class actions under state
law in state court, Congress also enacted the Securities
Litigation Uniform Standards Act of 1998, 112 Stat. 3227,
which precludes many state law class actions alleging
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securities fraud. See Amgen, supra, at ___ (slip op., at 20).
Such legislation demonstrates Congress’s willingness to
consider policy concerns of the sort that Halliburton says
should lead us to overrule Basic.

III

Halliburton proposes two alternatives to overruling
Basic that would alleviate what it regards as the decision’s
most serious flaws. The first alternative would require
plaintiffs to prove that a defendant’s misrepresentation
actually affected the stock price—so-called “price im-
pact”—in order to invoke the Basic presumption. It should
not be enough, Halliburton contends, for plaintiffs to
demonstrate the general efficiency of the market in which
the stock traded. Halliburton’s second proposed alterna-
tive would allow defendants to rebut the presumption of
reliance with evidence of a lack of price impact, not only at
the merits stage—which all agree defendants may already
do—Dbut also before class certification.

A

As noted, to invoke the Basic presumption, a plaintiff
must prove that: (1) the alleged misrepresentations were
publicly known, (2) they were material, (3) the stock traded
in an efficient market, and (4) the plaintiff traded the
stock between when the misrepresentations were made
and when the truth was revealed. See Basic, 485 U. S., at
248, n. 27; Amgen, supra, at ___ (slip op., at 15). Each of
these requirements follows from the fraud-on-the-market
theory underlying the presumption. If the misrepresenta-
tion was not publicly known, then it could not have dis-
torted the stock’s market price. So too if the misrepresen-
tation was immaterial—that is, if it would not have “‘been
viewed by the reasonable investor as having significantly
altered the “total mix” of information made available,”
Basic, supra, at 231-232 (quoting T'SC Industries, Inc. v.
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Northway, Inc., 426 U. S. 438, 449 (1976))—or if the mar-
ket in which the stock traded was inefficient. And if the
plaintiff did not buy or sell the stock after the misrepre-
sentation was made but before the truth was revealed,
then he could not be said to have acted in reliance on a
fraud-tainted price.

The first three prerequisites are directed at price im-
pact—“whether the alleged misrepresentations affected
the market price in the first place.” Halliburton I, 563
U.S.,at___ (slip op., at 8). In the absence of price impact,
Basic’s fraud-on-the-market theory and presumption of
reliance collapse. The “fundamental premise” underlying
the presumption is “that an investor presumptively relies
on a misrepresentation so long as it was reflected in the
market price at the time of his transaction.” 563 U. S, at
__ (slip op., at 7). If it was not, then there is “no ground-
ing for any contention that [the] investor[ ] indirectly
relied on th[at] misrepresentation| ] through [his] reliance
on the integrity of the market price.” Amgen, supra, at __
(slip op., at 17).

Halliburton argues that since the Basic presumption
hinges on price impact, plaintiffs should be required to
prove it directly in order to invoke the presumption.
Proving the presumption’s prerequisites, which are at best
an imperfect proxy for price impact, should not suffice.

Far from a modest refinement of the Basic presumption,
this proposal would radically alter the required showing
for the reliance element of the Rule 10b—5 cause of action.
What is called the Basic presumption actually incorpo-
rates two constituent presumptions: First, if a plaintiff
shows that the defendant’s misrepresentation was public
and material and that the stock traded in a generally
efficient market, he is entitled to a presumption that the
misrepresentation affected the stock price. Second, if the
plaintiff also shows that he purchased the stock at the
market price during the relevant period, he is entitled to a
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further presumption that he purchased the stock in reli-
ance on the defendant’s misrepresentation.

By requiring plaintiffs to prove price impact directly,
Halliburton’s proposal would take away the first constitu-
ent presumption. Halliburton’s argument for doing so is
the same as its primary argument for overruling the Basic
presumption altogether: Because market efficiency is not a
yes-or-no proposition, a public, material misrepresentation
might not affect a stock’s price even in a generally efficient
market. But as explained, Basic never suggested other-
wise; that is why it affords defendants an opportunity to
rebut the presumption by showing, among other things,
that the particular misrepresentation at issue did not
affect the stock’s market price. For the same reasons we
declined to completely jettison the Basic presumption, we
decline to effectively jettison half of it by revising the
prerequisites for invoking it.

B

Even if plaintiffs need not directly prove price impact to
invoke the Basic presumption, Halliburton contends that
defendants should at least be allowed to defeat the pre-
sumption at the class certification stage through evidence
that the misrepresentation did not in fact affect the stock
price. We agree.

1

There 1s no dispute that defendants may introduce such
evidence at the merits stage to rebut the Basic presump-
tion. Basic itself “made clear that the presumption was
just that, and could be rebutted by appropriate evidence,”
including evidence that the asserted misrepresentation (or
its correction) did not affect the market price of the de-
fendant’s stock. Halliburton I, supra, at ___ (slip op., at
5); see Basic, supra, at 248.

Nor is there any dispute that defendants may introduce
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price impact evidence at the class certification stage, so
long as it is for the purpose of countering a plaintiff’s
showing of market efficiency, rather than directly rebut-
ting the presumption. As EPJ Fund acknowledges, “[o]f
course ... defendants can introduce evidence at class
certification of lack of price impact as some evidence that
the market is not efficient.” Brief for Respondent 53. See
also Brief for United States as Amicus Curiae 26.

After all, plaintiffs themselves can and do introduce
evidence of the existence of price impact in connection with
“event studies”—regression analyses that seek to show
that the market price of the defendant’s stock tends to
respond to pertinent publicly reported events. See Brief
for Law Professors as Amici Curiae 25-28. In this case,
for example, EPJ Fund submitted an event study of vari-
ous episodes that might have been expected to affect the
price of Halliburton’s stock, in order to demonstrate that
the market for that stock takes account of material, public
information about the company. See App. 217-230 (de-
scribing the results of the study). The episodes examined
by EPJ Fund’s event study included one of the alleged
misrepresentations that form the basis of the Fund’s suit.
See id., at 230, 343—-344. See also In re Xcelera.com Secu-
rities Litigation, 430 F. 3d 503, 513 (CA1l 2005) (event
study included effect of misrepresentation challenged in
the case).

Defendants—Ilike plaintiffs—may accordingly submit
price impact evidence prior to class certification. What
defendants may not do, EPJ Fund insists and the Court of
Appeals held, is rely on that same evidence prior to class
certification for the particular purpose of rebutting the
presumption altogether.

This restriction makes no sense, and can readily lead to
bizarre results. Suppose a defendant at the certification
stage submits an event study looking at the impact on the
price of its stock from six discrete events, in an effort to
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refute the plaintiffs’ claim of general market efficiency.
All agree the defendant may do this. Suppose one of the
six events is the specific misrepresentation asserted by the
plaintiffs. All agree that this too is perfectly acceptable.
Now suppose the district court determines that, despite
the defendant’s study, the plaintiff has carried its burden
to prove market efficiency, but that the evidence shows no
price impact with respect to the specific misrepresentation
challenged in the suit. The evidence at the certification
stage thus shows an efficient market, on which the alleged
misrepresentation had no price impact. And yet under
EPJ Fund’s view, the plaintiffs’ action should be certified
and proceed as a class action (with all that entails), even
though the fraud-on-the-market theory does not apply and
common reliance thus cannot be presumed.

Such a result is inconsistent with Basic’s own logic.
Under Basic’s fraud-on-the-market theory, market effi-
ciency and the other prerequisites for invoking the pre-
sumption constitute an indirect way of showing price
impact. As explained, it is appropriate to allow plaintiffs
to rely on this indirect proxy for price impact, rather than
requiring them to prove price impact directly, given
Basic’s rationales for recognizing a presumption of reli-
ance in the first place. See supra, at 6-7, 16-17.

But an indirect proxy should not preclude direct evi-
dence when such evidence is available. As we explained in
Basic, “[alny showing that severs the link between the
alleged misrepresentation and ... the price received (or
paid) by the plaintiff ... will be sufficient to rebut the
presumption of reliance” because “the basis for finding
that the fraud had been transmitted through market price
would be gone.” 485 U. S., at 248. And without the pre-
sumption of reliance, a Rule 10b—5 suit cannot proceed as
a class action: Each plaintiff would have to prove reliance
individually, so common issues would not “predominate”
over individual ones, as required by Rule 23(b)(3). Id., at
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242. Price impact is thus an essential precondition for any
Rule 10b—5 class action. While Basic allows plaintiffs to
establish that precondition indirectly, it does not require
courts to ignore a defendant’s direct, more salient evidence
showing that the alleged misrepresentation did not actually
affect the stock’s market price and, consequently, that
the Basic presumption does not apply.

2

The Court of Appeals relied on our decision in Amgen in
holding that Halliburton could not introduce evidence of
lack of price impact at the class certification stage. The
question in Amgen was whether plaintiffs could be re-
quired to prove (or defendants be permitted to disprove)
materiality before class certification. Even though mate-
riality is a prerequisite for invoking the Basic presump-
tion, we held that it should be left to the merits stage,
because it does not bear on the predominance requirement
of Rule 23(b)(3). We reasoned that materiality is an objec-
tive issue susceptible to common, classwide proof. 568
U.S.,at ___ (slip op., at 11). We also noted that a failure
to prove materiality would necessarily defeat every plain-
tiff’s claim on the merits; it would not simply preclude
invocation of the presumption and thereby cause individual
questions of reliance to predominate over common ones.
Ibid. See also id., at ___ (slip op., at 17-18). In this latter
respect, we explained, materiality differs from the publicity
and market efficiency prerequisites, neither of which is
necessary to prove a Rule 10b—5 claim on the merits. Id.,
at__ —  (slip op., at 16-18).

EPJ Fund argues that much of the foregoing could be
said of price impact as well. Fair enough. But price im-
pact differs from materiality in a crucial respect. Given
that the other Basic prerequisites must still be proved at
the class certification stage, the common issue of material-
ity can be left to the merits stage without risking the
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certification of classes in which individual issues will end
up overwhelming common ones. And because materiality
is a discrete issue that can be resolved in isolation from
the other prerequisites, it can be wholly confined to the
merits stage.

Price impact is different. The fact that a misrepresenta-
tion “was reflected in the market price at the time of [the]
transaction”—that it had price impact—is “Basic’s funda-
mental premise.” Halliburton I, 563 U. S., at ___ (slip op.,
at 7). It thus has everything to do with the issue of pre-
dominance at the class certification stage. That is why, if
reliance is to be shown through the Basic presumption,
the publicity and market efficiency prerequisites must be
proved before class certification. Without proof of those
prerequisites, the fraud-on-the-market theory underlying
the presumption completely collapses, rendering class
certification inappropriate.

But as explained, publicity and market efficiency are
nothing more than prerequisites for an indirect showing of
price impact. There is no dispute that at least such indi-
rect proof of price impact “is needed to ensure that the
questions of law or fact common to the class will ‘predomi-
nate.”” Amgen, 568 U. S., at ___ (slip op., at 10) (emphasis
deleted); see id., at ___ (slip op., at 16—17). That is so even
though such proof is also highly relevant at the merits
stage.

Our choice in this case, then, is not between allowing
price impact evidence at the class certification stage or
relegating it to the merits. Evidence of price impact will
be before the court at the certification stage in any event.
The choice, rather, is between limiting the price impact
inquiry before class certification to indirect evidence, or
allowing consideration of direct evidence as well. As
explained, we see no reason to artificially limit the inquiry
at the certification stage to indirect evidence of price
impact. Defendants may seek to defeat the Basic pre-
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sumption at that stage through direct as well as indirect
price impact evidence.

* * *

More than 25 years ago, we held that plaintiffs could
satisfy the reliance element of the Rule 10b—5 cause of
action by invoking a presumption that a public, material
misrepresentation will distort the price of stock traded in
an efficient market, and that anyone who purchases the
stock at the market price may be considered to have done
so in reliance on the misrepresentation. We adhere to that
decision and decline to modify the prerequisites for invok-
ing the presumption of reliance. But to maintain the
consistency of the presumption with the class certification
requirements of Federal Rule of Civil Procedure 23, de-
fendants must be afforded an opportunity before class
certification to defeat the presumption through evidence
that an alleged misrepresentation did not actually affect
the market price of the stock.

Because the courts below denied Halliburton that oppor-
tunity, we vacate the judgment of the Court of Appeals for
the Fifth Circuit and remand the case for further proceed-
ings consistent with this opinion.

It is so ordered.
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SUPREME COURT OF THE UNITED STATES

No. 13-317

HALLIBURTON CO., ET AL., PETITIONERS v. ERICA P.
JOHN FUND, INC., FKA ARCHDIOCESE OF
MILWAUKEE SUPPORTING FUND, INC.

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIFTH CIRCUIT

[June 23, 2014]

JUSTICE GINSBURG, with whom JUSTICE BREYER and
JUSTICE SOTOMAYOR join, concurring.

Advancing price impact consideration from the merits
stage to the certification stage may broaden the scope of
discovery available at certification. See Tr. of Oral Arg.
36—37. But the Court recognizes that it is incumbent upon
the defendant to show the absence of price impact. See
ante, at 17-18. The Court’s judgment, therefore, should
impose no heavy toll on securities-fraud plaintiffs with
tenable claims. On that understanding, I join the Court’s
opinion.
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SUPREME COURT OF THE UNITED STATES

No. 13-317

HALLIBURTON CO., ET AL., PETITIONERS v. ERICA P.
JOHN FUND, INC., FKA ARCHDIOCESE OF
MILWAUKEE SUPPORTING FUND, INC.

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIFTH CIRCUIT

[June 23, 2014]

JUSTICE THOMAS, with whom JUSTICE SCALIA and
JUSTICE ALITO join, concurring in the judgment.

The implied Rule 10b—5 private cause of action is “a
relic of the heady days in which this Court assumed
common-law powers to create causes of action,” Correc-
tional Services Corp. v. Malesko, 534 U. S. 61, 75 (2001)
(SCALIA, J., concurring); see, e.g., J. I. Case Co. v. Borak,
377 U.S. 426, 433 (1964). We have since ended that
practice because the authority to fashion private remedies
to enforce federal law belongs to Congress alone. Stone-
ridge Investment Partners, LLC v. Scientific-Atlanta, Inc.,
552 U. S. 148, 164 (2008). Absent statutory authorization
for a cause of action, “courts may not create one, no matter
how desirable that might be as a policy matter.” Alexan-
der v. Sandoval, 532 U. S. 275, 286—287 (2001).

Basic Inc. v. Levinson, 485 U.S. 224 (1988), demon-
strates the wisdom of this rule. Basic presented the ques-
tion how investors must prove the reliance element of the
implied Rule 10b—5 cause of action—the requirement that
the plaintiff buy or sell stock in reliance on the defendant’s
misstatement—when they transact on modern, impersonal
securities exchanges. Were the Rule 10b—5 action statu-
tory, the Court could have resolved this question by inter-
preting the statutory language. Without a statute to
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interpret for guidance, however, the Court began instead
with a particular policy “problem”: for investors in imper-
sonal markets, the traditional reliance requirement was
hard to prove and impossible to prove as common among
plaintiffs bringing 10b—5 class-action suits. Id., at 242,
245. With the task thus framed as “resol[ving]” that
“‘problem’” rather than interpreting statutory text, id., at
242, the Court turned to nascent economic theory and
naked intuitions about investment behavior in its efforts
to fashion a new, easier way to meet the reliance require-
ment. The result was an evidentiary presumption, based
on a “fraud on the market” theory, that paved the way for
class actions under Rule 10b-5.

Today we are asked to determine whether Basic was
correctly decided. The Court suggests that it was, and
that stare decisis demands that we preserve it. I disagree.
Logic, economic realities, and our subsequent jurispru-
dence have undermined the foundations of the Basic pre-
sumption, and stare decisis cannot prop up the facade that
remains. Basic should be overruled.

I

Understanding where Basic went wrong requires an
explanation of the “reliance” requirement as traditionally
understood.

“Reliance by the plaintiff upon the defendant’s deceptive
acts is an essential element” of the implied 10b—5 private
cause of action.! Stoneridge, supra, at 159. To prove

1As the private Rule 10b—5 action has evolved, the Court has drawn
on the common-law action of deceit to identify six elements a private
plaintiff must prove: “‘(1) a material misrepresentation or omission by
the defendant; (2) scienter; (3) a connection between the misrepresenta-
tion or omission and the purchase or sale of a security; (4) reliance upon
the misrepresentation or omission; (5) economic loss; and (6) loss
causation.”” Amgen Inc. v. Connecticut Retirement Plans and Trust
Funds, 568 U.S. __,_ —  (2013) (slip op., at 3—4).
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reliance, the plaintiff must show “‘transaction causation,’”
i.e., that the specific misstatement induced “the investor’s
decision to engage in the transaction.” Erica P. John
Fund, Inc. v. Halliburton Co., 563 U.S. __ , = —
(2011) (slip op., at 6-7). Such proof “ensures that there is
a proper ‘connection between a defendant’s misrepresenta-
tion and a plaintiff’s injury’”—namely, that the plaintiff
has not just lost money as a result of the misstatement,
but that he was actually defrauded by it. Id., at ___ (slip
op., at 4); see also Dirks v. SEC, 463 U. S. 646, 666—667, n.
27 (1983) (“[T]o constitute a violation of Rule 10b—5, there
must be fraud. ... [T]here always are winners and losers;
but those who have ‘lost’” have not necessarily been de-
frauded”). Without that connection, Rule 10b—5 is reduced
to a “‘scheme of investor’s insurance,”” because a plaintiff
could recover whenever the defendant’s misstatement
distorted the stock price—regardless of whether the mis-
statement had actually tricked the plaintiff into buying (or
selling) the stock in the first place. Dura Pharmaceuti-
cals, Inc. v. Broudo, 544 U. S. 336, 345 (2005) (quoting
Basic, supra, at 252 (White, J., concurring in part and
dissenting in part)).

The “traditional” reliance element requires a plaintiff to
“sho[w] that he was aware of a company’s statement and
engaged in a relevant transaction ... based on that spe-
cific misrepresentation.” Erica P. John Fund, supra, at ___
(slip op., at 4). But investors who purchase stock from
third parties on impersonal exchanges (e.g., the New York
Stock Exchange) often will not be aware of any particular
statement made by the issuer of the security, and there-
fore cannot establish that they transacted based on a
specific misrepresentation. Nor is the traditional reliance
requirement amenable to class treatment; the inherently
individualized nature of the reliance inquiry renders it
1mpossible for a 10b—5 plaintiff to prove that common
questions predominate over individual ones, making class
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certification improper. See Basic, supra, at 242; Fed. Rule
Civ. Proc. 23(b)(3).

Citing these difficulties of proof and class certification,
485 U. S., at 242, 245, the Basic Court dispensed with the
traditional reliance requirement in favor of a new one
based on the fraud-on-the-market theory.? The new ver-
sion of reliance had two related parts.

First, Basic suggested that plaintiffs could meet the
reliance requirement “‘indirectly,”” id., at 245. The Court
reasoned that “‘ideally, [the market] transmits infor-
mation to the investor in the processed form of a market
price.”” Id., at 244. An investor could thus be said to have
“relied” on a specific misstatement if (1) the market had
incorporated that statement into the market price of the
security, and (2) the investor then bought or sold that
security “in reliance on the integrity of the [market] price,”
id., at 247, i.e., based on his belief that the market price
“‘reflect[ed]’” the stock’s underlying “‘value,’” id., at 244.

Second, Basic created a presumption that this “indirect”
form of “reliance” had been proved. Based primarily on
certain assumptions about economic theory and investor
behavior, Basic afforded plaintiffs who traded in efficient
markets an evidentiary presumption that both steps of the
novel reliance requirement had been satisfied—that (1)
the market had incorporated the specific misstatement
into the market price of the security, and (2) the plaintiff

2In the years preceding Basic, lower courts and commentators exper-
imented with various ways to facilitate 10b—5 class actions by relaxing
or eliminating the reliance element of the implied 10b—5 action. See,
e.g., Blackie v. Barrack, 524 F. 2d 891 (CA9 1975); Note, The Fraud-on-
the-Market Theory, 95 Harv. L. Rev. 1143 (1982); Note, The Reliance
Requirement in Private Actions under SEC Rule 10b-5, 88 Harv. L.
Rev. 584, 592-606 (1975). The “fraud-on-the-market theory” is an
umbrella term for those varied efforts. Black, Fraud on the Market: A
Criticism of Dispensing with Reliance Requirements in Certain Open
Market Transactions, 62 N. C. L. Rev. 435, 439-457 (1984).
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did transact in reliance on the integrity of that price.? Id.,
at 247. A defendant was ostensibly entitled to rebut the
presumption by putting forth evidence that either of those
steps was absent. Id., at 248.

II

Basic’s reimagined reliance requirement was a mistake,
and the passage of time has compounded its failings.
First, the Court based both parts of the presumption of
reliance on a questionable understanding of disputed
economic theory and flawed intuitions about investor
behavior. Second, Basic’s rebuttable presumption is at
odds with our subsequent Rule 23 cases, which require
plaintiffs seeking class certification to “‘affirmatively
demonstrate’” certification requirements like the predom-
inance of common questions. Comcast Corp. v. Behrend,
569 U.S.__,_ (2013) (slip op., at 5) (quoting Wal-Mart
Stores, Inc. v. Dukes, 564 U.S. ___, _ (2011) (slip op., at
10)). Finally, Basic’s presumption that investors rely on
the integrity of the market price is virtually irrebuttable
in practice, which means that the “essential” reliance
element effectively exists in name only.

A

Basic based the presumption of reliance on two factual
assumptions. The first assumption was that, in a “well-
developed market,” public statements are generally “re-
flected” in the market price of securities. 485 U. S, at
247. The second was that investors in such markets
transact “in reliance on the integrity of that price.” Ibid.

3 An investor could invoke this presumption by demonstrating certain
predicates: (1) a public statement; (2) an efficient market; (3) that the
shares were traded after the statement was made but before the truth
was revealed; and (4) that the statement was material. Basic, 485
U. S, at 248, n. 27.
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In other words, the Court created a presumption that a
plaintiff had met the two-part, fraud-on-the-market ver-
sion of the reliance requirement because, in the Court’s
view, “common sense and probability” suggested that each
of those parts would be met. Id., at 246.

In reality, both of the Court’s key assumptions are
highly contestable and do not provide the necessary sup-
port for Basic’s presumption of reliance. The first assump-
tion—that public statements are “reflected” in the market
price—was grounded in an economic theory that has
garnered substantial criticism since Basic. The second as-
sumption—that investors categorically rely on the integrity
of the market price—is simply wrong.

1

The Court’s first assumption was that “most publicly
available information”—including public misstatements—
“is reflected in [the] market price” of a security. Id., at
247. The Court grounded that assumption in “empirical
studies” testing a then-nascent economic theory known as
the efficient capital markets hypothesis. Id., at 246-247.
Specifically, the Court relied upon the “semi-strong” ver-
sion of that theory, which posits that the average investor
cannot earn above-market returns (i.e., “beat the market”)
in an efficient market by trading on the basis of publicly
available information. See, e.g., Stout, The Mechanisms of
Market Inefficiency: An Introduction to the New Finance,
28 J. Corp. L. 635, 640, and n. 24 (2003) (citing Fama,
Efficient Capital Markets: A Review of Theory and Empir-
ical Work, 25 J. Finance 383, 388 (1970)).* The upshot of

4The “weak form” of the hypothesis provides that an investor cannot
earn an above-market return by trading on historical price data. See
Dunbar & Heller, Fraud on the Market Meets Behavioral Finance, 31
Del. J. Corporate L. 455, 463—464 (2006) (hereinafter Dunbar & Heller).
The “strong form” provides that investors cannot achieve above-market
returns even by trading on nonpublic information. See ibid. The weak
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the hypothesis is that “the market price of shares traded
on well-developed markets [will] reflec[t] all publicly
available information, and, hence, any material misrepre-
sentations.” Basic, supra, at 246. At the time of Basic,
this version of the efficient capital markets hypothesis was
“widely accepted.” See Dunbar & Heller 463—464.

This view of market efficiency has since lost its luster.
See, e.g., Langevoort, Basic at Twenty: Rethinking Fraud
on the Market, 2009 Wis. L. Rev. 151, 175 (“Doubts about
the strength and pervasiveness of market efficiency are
much greater today than they were in the mid-1980s”). As
it turns out, even “well-developed” markets (like the New
York Stock Exchange) do not uniformly incorporate infor-
mation into market prices with high speed. “[F]riction in
accessing public information” and the presence of “pro-
cessing costs” means that “not all public information will
be impounded in a security’s price with the same alacrity,
or perhaps with any quickness at all.” Cox, Understand-
ing Causation in Private Securities Lawsuits: Building on
Amgen, 66 Vand. L. Rev. 1719, 1732 (2013) (hereinafter
Cox). For example, information that is easily digestible
(merger announcements or stock splits) or especially
prominent (Wall Street Journal articles) may be incorpo-
rated quickly, while information that is broadly applicable
or technical (Securities and Exchange Commission filings)
may be incorporated slowly or even ignored. See Stout,
supra, at 653-656; see e.g., In re Merck & Co. Securities
Litigation, 432 F. 3d 261, 263-265 (CA3 2005) (a Wall
Street Journal article caused a steep decline in the com-
pany’s stock price even though the same information was
contained in an earlier SEC disclosure).

Further, and more importantly, “overwhelming empiri-
cal evidence” now suggests that even when markets do
incorporate public information, they often fail to do so

form is generally accepted; the strong form is not. See ibid.
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accurately. Lev and de Villiers, Stock Price Crashes and
10b—5 Damages: A Legal, Economic and Policy Analysis,
47 Stan. L. Rev. 7, 20-21 (1994); see also id., at 21 (“That
many share price movements seem unrelated to specific
information strongly suggests that capital markets are not
fundamentally efficient, and that wide deviations from
fundamentals ... can occur’(footnote omitted)). “Scores”
of “efficiency-defying anomalies”—such as market swings
in the absence of new information and prolonged devia-
tions from underlying asset values—make market efficiency
“more contestable than ever.” Langevoort, Taming the
Animal Spirits of the Stock Markets: A Behavioral Ap-
proach to Securities Regulation, 97 Nw. U. L. Rev. 135,
141 (2002); Dunbar & Heller 476-483. Such anomalies
make it difficult to tell whether, at any given moment, a
stock’s price accurately reflects its value as indicated by
all publicly available information. In sum, economists
now understand that the price impact Basic assumed
would happen reflexively is actually far from certain even
in “well-developed” markets. Thus, Basic’s claim that
“common sense and probability” support a presumption of
reliance rests on shaky footing.

2

The Basic Court also grounded the presumption of
reliance in a second assumption: that “[a]n investor who
buys or sells stock at the price set by the market does so in
reliance on the integrity of that price.” 485 U. S., at 247.
In other words, the Court assumed that investors transact
based on the belief that the market price accurately re-
flects the underlying “‘value’” of the security. See id., at
244 (“‘[Plurchasers generally rely on the price of the stock
as a reflection of its value’”). The Basic Court appears to
have adopted this assumption about investment behavior
based only on what it believed to be “common sense.” Id.,
at 246. The Court found it “‘hard to imagine that there
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ever is a buyer or seller who does not rely on market in-
tegrity. Who would knowingly roll the dice in a crooked
crap game?” Id., at 246-247.

The Court’s rather superficial analysis does not with-
stand scrutiny. It cannot be seriously disputed that a
great many investors do not buy or sell stock based on a
belief that the stock’s price accurately reflects its value.
Many investors in fact trade for the opposite reason—that
1s, because they think the market has under- or overval-
ued the stock, and they believe they can profit from that
mispricing. Id., at 256 (opinion of White, J.); see, e.g.,
Macey, The Fraud on the Market Theory: Some Prelimi-
nary Issues, 74 Cornell L. Rev. 923, 925 (1989) (The “op-
posite” of Basic’s assumption appears to be true; some
investors “attempt to locate undervalued stocks in an
effort to ‘beat the market’ ... in essence betting that the
market ... is in fact inefficient”). Indeed, securities
transactions often take place because the transacting
parties disagree on the security’s value. See, e.g., Stout,
Are Stock Markets Costly Casinos? Disagreement, Mar-
ket Failure, and Securities Regulation, 81 Va. L. Rev.
611, 619 (1995) (“[A]vailable evidence suggests that . .. in-
vestor disagreement inspires the lion’s share of equities
transactions”).

Other investors trade for reasons entirely unrelated to
price—for instance, to address changing liquidity needs,
tax concerns, or portfolio balancing requirements. See id.,
at 657-658; see also Cox 1739 (investors may purchase
“due to portfolio rebalancing arising from its obeisance to
an indexing strategy”’). These investment decisions—
made with indifference to price and thus without regard
for price “integrity”—are at odds with Basic’s understand-
ing of what motivates investment decisions. In short,
Basic’s assumption that all investors rely in common on
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“price integrity” is simply wrong.5

The majority tries (but fails) to reconcile Basic’s as-
sumption about investor behavior with the reality that
many investors do not behave in the way Basic assumed.
It first asserts that Basic rested only on the more modest
view that “‘most investors’ rely on the integrity of a
security’s market price. Ante, at 12 (quoting not Basic, but
Amgen Inc. v. Connecticut Retirement Plans & Trust
Funds, 568 U.S. __, _ (2013) (slip op., at 5) (emphasis
added)). That gloss is difficult to square with Basic’s plain
language: “An investor who buys or sells stock at the price
set by the market does so in reliance on the integrity of
that price.” Basic, 458 U. S., at 247; see also id., at 246—
247 (““[I]t 1s hard to imagine that there ever is a buyer or
seller who does not rely on market integrity’”). In any
event, neither Basic nor the majority offers anything more
than a judicial hunch as evidence that even “most” inves-
tors rely on price integrity.

The majority also suggests that “there is no reason to
suppose” that investors who buy stock they believe to be
undervalued are “indifferent to the integrity of market
prices.” Ante, at 12. Such “value investor[s],” according to
the majority, “implicitly rel[y] on the fact that a stock’s
market price will eventually reflect material information”

5The Basic Court’s mistaken intuition about investor behavior ap-
pears to involve a category mistake: the Court invoked a hypothesis
meant to describe markets, but then used it “in the one way it is not
meant to be used: as a predictor of the behavior of individual investors.”
Langevoort, Theories, Assumptions, and Securities Regulation: Market
Efficiency Revisited, 140 U. Pa. L. Rev. 851, 895 (1992). The efficient
capital markets hypothesis does not describe “how investors behave; [it]
only suggests the consequences of their collective behavior.” Cox 1736.
“Nothing in the hypothesis denies what most popular accounts assume:
that much information searching and trading by investors, from insti-
tutions on down, is done in the (perhaps erroneous) belief that under-
valued or overvalued stocks exist and can systematically be discovered.”
Langevoort, Theories, supra, at 895.
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and “presumably tr[y] to estimate how undervalued or
overvalued a particular stock is” by reference to the mar-
ket price. Ibid. Whether the majority’s unsupported
claims about the thought processes of hypothetical inves-
tors are accurate or not, they are surely beside the point.
Whatever else an investor believes about the market, he
simply does not “rely on the integrity of the market price”
if he does not believe that the market price accurately
reflects public information at the time he transacts. That
1s, an investor cannot claim that a public misstatement
induced his transaction by distorting the market price if
he did not buy at that price while believing that it accu-
rately incorporated that public information. For that sort
of investor, Basic’s critical fiction falls apart.

B

Basic’s presumption of reliance also conflicts with our
more recent cases clarifying Rule 23’s class-certification
requirements. Those cases instruct that “a party seeking
to maintain a class action ‘must affirmatively demonstrate
his compliance’ with Rule 23.” Comcast, 569 U. S., at ____
(slip op., at 5) (quoting Wal-Mart, 564 U. S., at ___ (slip
op., at 10). To prevail on a motion for class certification, a
party must demonstrate through “evidentiary proof” that
“‘questions of law or fact common to class members pre-
dominate over any questions affecting only individual
members.”” 569 U.S., at ___ (slip op., at 5-6) (quoting
Fed. Rule Civ. Proc. 23(b)(3)).

Basic permits plaintiffs to bypass that requirement of
evidentiary proof. Under Basic, plaintiffs who invoke the
presumption of reliance (by proving its predicates) are
deemed to have met the predominance requirement of
Rule 23(b)(3). See ante, at 14; Amgen, supra, at ___ (slip
op., at 6) (Basic “facilitates class certification by recogniz-
ing a rebuttable presumption of classwide reliance”);
Basic, 485 U. S., at 242, 250 (holding that the District
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Court appropriately certified the class based on the pre-
sumption of reliance). But, invoking the Basic presump-
tion does not actually prove that individual questions of
reliance will not overwhelm the common questions in the
case. Basic still requires a showing that the individual
investor bought or sold in reliance on the integrity of the
market price and, crucially, permits defendants to rebut
the presumption by producing evidence that individual
plaintiffs do not meet that description. See id., at 249
(“Petitioners ... could rebut the presumption of reliance
as to plaintiffs who would have divested themselves of
their Basic shares without relying on the integrity of the
market”). Thus, by its own terms, Basic entitles defend-
ants to ask each class member whether he traded in reli-
ance on the integrity of the market price. That inquiry,
like the traditional reliance inquiry, is inherently individ-
ualized; questions about the trading strategies of individ-
ual investors will not generate “‘common answers apt to
drive the resolution of the litigation,”” Wal-Mart Stores,
supra, at ___ (slip op., at 10). See supra, at 8-9; see also
Cox 1736, n. 55 (Basic’s recognition that defendants could
rebut the presumption “by proof the investor would have
traded anyway appears to require individual inquiries into
reliance”).

Basic thus exempts Rule 10b—5 plaintiffs from Rule 23’s
proof requirement. Plaintiffs who invoke the presumption
of reliance are deemed to have shown predominance as a
matter of law, even though the resulting rebuttable pre-
sumption leaves individualized questions of reliance in the
case and predominance still unproved. Needless to say,
that exemption was beyond the Basic Court’s power to
grant.6

6The majority suggests that Basic squares with Comcast Corp. v.
Behrend, 569 U. S. ___ (2013), and Wal-Mart Stores, Inc. v. Dukes, 564
U.S. ___(2011), because it does not “relieve plaintiffs of the burden of
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C

It would be bad enough if Basic merely provided an end-
run around Rule 23. But in practice, the so-called “rebut-
table presumption” is largely irrebuttable.

The Basic Court ostensibly afforded defendants an
opportunity to rebut the presumption by providing evi-
dence that either aspect of a plaintiff’s fraud-on-the-
market reliance—price impact, or reliance on the integrity
of the market price—is missing. 485 U. S., at 248-249. As
1t turns out, however, the realities of class-action proce-
dure make rebuttal based on an individual plaintiff’s lack
of reliance virtually impossible. At the class-certification
stage, rebuttal is only directed at the class representa-
tives, which means that counsel only needs to find one
class member who can withstand the challenge. See
Grundfest, Damages and Reliance Under Section 10(b) of
the Exchange Act, 69 Bus. Lawyer 307, 362 (2014). After
class certification, courts have refused to allow defendants
to challenge any plaintiff’s reliance on the integrity of the
market price prior to a determination on classwide liabil-
ity. See Brief for Chamber of Commerce of the United
States of America et al. as Amici Curiae 13—-14 (collecting
cases rejecting postcertification attempts to rebut individ-
ual class members’ reliance on price integrity as not perti-
nent to classwide liability). One search for rebuttals on
individual-reliance grounds turned up only six cases out of
the thousands of Rule 10b—5 actions brought since Basic.
Grundfest, supra, at 360.7

proving . . . predominance” but “rather sets forth what they must prove
to demonstrate such predominance.” Ante, at 14-15. This argument
misses the point. Because Basic offers defendants a chance to rebut the
presumption on individualized grounds, the predicates that Basic sets
forth as sufficient to invoke the presumption do not necessarily prove
predominance.

"The absence of postcertification rebuttal is likely attributable in
part to the substantial in terrorem settlement pressures brought to bear
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The apparent unavailability of this form of rebuttal has
troubling implications. Because the presumption is con-
clusive in practice with respect to investors’ reliance on
price integrity, even Basic’s watered-down reliance re-
quirement has been effectively eliminated. Once the
presumption attaches, the reliance element is no longer an
obstacle to prevailing on the claim, even though many
class members will not have transacted in reliance on
price integrity, see supra, at 8-9. And without a func-
tional reliance requirement, the “essential element” that
ensures the plaintiff has actually been defrauded, see
Stoneridge, 552 U. S., at 159, Rule 10b—5 becomes the very
“‘scheme of investor’s insurance’” the rebuttable presump-
tion was supposed to prevent. See Basic, supra, at 252
(opinion of White, J.).8

* * *

For these reasons, Basic should be overruled in favor of
the straightforward rule that “[r]eliance by the plaintiff
upon the defendant’s deceptive acts”—actual reliance, not
the fictional “fraud-on-the-market” version—“is an essen-
tial element of the §10(b) private cause of action.” Stone-
ridge, 552 U. S., at 159.

by certification. See, e.g., Nagareda, Class Certification in the Age of
Aggregate Proof, 84 N. Y. U. L. Rev. 97, 99 (2009) (“With vanishingly
rare exception, class certification sets the litigation on a path toward res-
olution by way of settlement, not full-fledged testing of the plaintiffs’ case
by trial”); see also Stoneridge Investment Partners, LLC v. Scientific-
Atlanta, Inc., 552 U. S. 148, 163 (2008) (“[E]xtensive discovery and
the potential for uncertainty and disruption in a lawsuit allow plaintiffs
with weak claims to extort settlements from innocent companies”).

80f course, today’s decision makes clear that a defendant may rebut
the presumption by producing evidence that the misstatement at issue
failed to affect the market price of the security, see ante, at 17-22. But
both parts of Basic’s version of reliance are key to its fiction that an
investor has “indirectly” relied on the misstatement; the unavailability
of rebuttal with respect to one of those parts still functionally removes
reliance as an element of proof.
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III

Principles of stare decisis do not compel us to save
Basic’'s muddled logic and armchair economics. We have
not hesitated to overrule decisions when they are “un-
workable or are badly reasoned,” Payne v. Tennessee, 501
U. S. 808, 827 (1991); when “the theoretical underpinnings
of those decisions are called into serious question,” State
Oil Co. v. Khan, 522 U. S. 3, 21 (1997); when the decisions
have become “irreconcilable” with intervening develop-
ments in “competing legal doctrines or policies,” Patterson
v. McLean Credit Union, 491 U.S. 164, 173 (1989); or
when they are otherwise “a positive detriment to coher-
ence and consistency in the law,” ibid. Just one of these
circumstances can justify our correction of bad precedent;
Basic checks all the boxes.

In support of its decision to preserve Basic, the majority
contends that stare decisis “has ‘special force’ ‘in respect to
statutory interpretation’ because ‘Congress remains free to
alter what we have done.”” Ante, at 12 (quoting John R.
Sand & Gravel Co. v. United States, 552 U. S. 130, 139
(2008); some internal quotation marks omitted). But
Basic, of course, has nothing to do with statutory interpre-
tation. The case concerned a judge-made evidentiary
presumption for a judge-made element of the implied
10b—5 private cause of action, itself “a judicial construct
that Congress did not enact in the text of the relevant
statutes.” Stoneridge, supra, at 164. We have not afforded
stare decisis “special force” outside the context of statu-
tory interpretation, see Michigan v. Bay Mills Indian
Community, 572 U.S. __, _ , n. 6 (2014) (THOMAS, J.
dissenting) (slip op., at 15, n. 6 and for good reason. In
statutory cases, it is perhaps plausible that Congress
watches over its enactments and will step in to fix our
mistakes, so we may leave to Congress the judgment
whether the interpretive question is better left “‘settled’”
or “‘settled right,” Square D Co. v. Niagara Frontier
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Tariff Bureau, Inc., 476 U. S. 409, 424 (1986). But this
rationale is untenable when it comes to judge-made law
like “implied” private causes of action, which we retain a
duty to superintend. See, e.g., Exxon Shipping Co. v.
Baker, 554 U. S. 471, 507 (2008) (“[T]he judiciary [cannot]
wash its hands of a problem it created . .. simply by call-
ing [the judicial doctrine] legislative”). Thus, when we err
in areas of judge-made law, we ought to presume that
Congress expects us to correct our own mistakes—not the
other way around. That duty is especially clear in the
Rule 10b-5 context, where we have said that “[t]he federal
courts have accepted and exercised the principal responsi-
bility for the continuing elaboration of the scope of the
10b—5 right and the definition of the duties it imposes.”
Musick, Peeler & Garrett v. Employers Ins. of Wausau, 508
U. S. 286, 292 (1993).

Basic’s presumption of reliance remains our mistake to
correct. Since Basic, Congress has enacted two major
securities laws: the Private Securities Litigation Reform
Act of 1995 (PSLRA), 109 Stat. 737, and the Securities
Litigation Uniform Standards Act of 1998 (SLUSA), 112
Stat. 3227. The PSLRA “sought to combat perceived
abuses in securities litigation,” ante, at 15, and SLUSA
prevented plaintiffs from avoiding the PSLRA’s re-
strictions by bringing class actions in state court, ibid.
Neither of these Acts touched the reliance element of the
implied Rule 10b—5 private cause of action or the Basic
presumption.

Contrary to respondent’s argument (the majority wisely
skips this next line of defense), we cannot draw from
Congress’ silence on this matter an inference that Con-
gress approved of Basic. To begin with, it is inappropriate
to give weight to “Congress’ unenacted opinion” when
construing judge-made doctrines, because doing so allows
the Court to create law and then “effectively codif[y]” it
“based only on Congress’ failure to address it.” Bay Mills,
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supra, at ___ (THOMAS, J., dissenting) (slip op., at 14).
Our Constitution, however, demands that laws be passed
by Congress and signed by the President. U.S. Const.,
Art. I, §7. Adherence to Basic based on congressional
Iinaction would invert that requirement by insulating error
from correction merely because Congress failed to pass a
law on the subject. Cf. Patterson, supra, at 175, n. 1
(“Congressional inaction cannot amend a duly enacted
statute”).

At any rate, arguments from legislative inaction are
speculative at best. “[I]t is ‘““Impossible to assert with any
degree of assurance that congressional failure to act rep-
resents” affirmative congressional approval of’ one of this
Court’s decisions.” Bay Mills, supra, at ___ (THOMAS, J.,
dissenting) (slip op., at 13) (quoting Patterson, supra, at
175, n. 1). “‘Congressional inaction lacks persuasive
significance’” because it is indeterminate; “‘several equally
tenable inferences may be drawn from such inaction.””
Central Bank of Denver, N. A. v. First Interstate Bank of
Denver, N. A., 511 U. S. 164, 187 (1994) (quoting Pension
Benefit Guaranty Corporation v. LTV Corp., 496 U. S. 633,
650 (1990)). Therefore, “[i]t does not follow . .. that Con-
gress’ failure to overturn a . . . precedent is reason for this
Court to adhere to it.” Patterson, supra, at 175, n. 1.

That is especially true here, because Congress passed a
law to tell us not to draw any inference from its inaction.
The PSLRA expressly states that “[nJothing in this Act . . .
shall be deemed to create or ratify any implied private
right of action.” Notes following 15 U. S. C. §78j—1, p. 430.
If the Act did not ratify even the Rule 10b-5 private cause
of action, it cannot be read to ratify sub silentio the pre-
sumption of reliance this Court affixed to that action.
Further, the PSLRA and SLUSA operate to curtail abuses
of various private causes of action under our securities
laws—hardly an indication that Congress approved of
Basic’s expansion of the 10b—5 private cause of action.
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Congress’ failure to overturn Basic does not permit us to
“place on the shoulders of Congress the burden of the
Court’s own error.” Girouard v. United States, 328 U. S.
61, 70 (1946).

* * *

Basic took an implied cause of action and grafted on a
policy-driven presumption of reliance based on nascent
economic theory and personal intuitions about investment
behavior. The result was an unrecognizably broad cause
of action ready made for class certification. Time and
experience have pointed up the error of that decision,
making it all too clear that the Court’s attempt to revise
securities law to fit the alleged “new realities of financial
markets” should have been left to Congress. 485 U. S., at
255 (opinion of White, J.).
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