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In the sense that the materiality of facts is to be
assessed solely by measuring the effect the knowledge
of the facts would have upon prudent or conservative
investors. As we stated in List v. Fashion Park, Inc., 340
F.2d 457, 462, "The basic test of materiality * * * is
whether a reasonable man would attach importance *
* * in determining his choice of action in the

SEC v. (1968) US | transaction in question. Thus, material facts include
... | Texas Gulf | Court of not only information disclosing the earnings and
9% Sulphur Appeals for | distributions of a company but also those facts which
< Co., 401 the Second affect the probable future of the company and those
fit F.2d 833 Circuit which may affect the desire of investors to buy, sell, or
hold the company's securities.
An insider's duty to disclose information or his duty to
abstain from dealing in his company's securities arises
only in "those situations which are essentially
! extraordinary in nature and which are reasonably
certain to have a substantial effect on the market
price of the security if [the extraordinary situation is]
disclosed.
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TSC This standard is fully consistent with Mills' general
g% | Industries, (1976) U.S. | description of materiality as a requirement that "the
3| Inc. v Supreme defect have a significant propensity to affect the
2 | F | Northway, | Court voting process."
Inc.
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Basic, Inc.

v. Levinson

(1988) U.S.

Supreme
Court

"There must be a substantial likelihood that the
disclosure of the omitted fact would have been viewed
***reasonable investor as having significantly altered
the 'total mix' of information made available."*** We
now expressly adopt the TSC Industries standard of
materiality ***The application of this materiality
standard to preliminary merger discussions is not
self-evident. Where the impact of the corporate
development on the target's fortune is certain and
clear, the TSC Industries materiality definition admits
straightforward application.
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