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1.  Reading Passage

On  June  1,  2026,  a  federal  jury  in  Los  Angeles  convicted  Andrew  Left,  the  founder  of  Citron
Research, of 13 counts of securities fraud. For more than a decade, Left had been one of America's
loudest 'activist short sellers' — an investor who bets against a stock and then publicly argues, often
in dramatic terms, that its price should fall.  He built  a large following by appearing on CNBC and
Bloomberg and posting blunt commentary on X, formerly Twitter. Prosecutors said he had turned
that influence into more than \$20 million in illicit profits between 2018 and 2023.

The  case  did  not  put  short  selling  itself  on  trial.  Betting  against  a  company's  stock  is  legal,  and
activist short sellers have, at times, played a useful role in financial markets, including in exposing
accounting  problems  at  companies  such  as  Valeant  Pharmaceuticals.  What  the  jury  condemned
was the gap between what Left said in public and what he did in private. Prosecutors argued that
Left would publish a 'target price' suggesting a stock would crash, then close his short positions far
earlier  than  his  commentary  implied,  leaving  the  followers  who  acted  on  his  advice  exposed.  In
private messages, he allegedly described trading around his commentary on the cannabis company
Cronos Group as 'like taking candy from a baby,' a phrase that became central to the prosecution.

Hidden  conflicts  of  interest  were  the  other  pillar  of  the  case.  Prosecutors  said  Left  secretly
received  compensation  from  a  hedge  fund  while  publicly  maintaining  that  Citron  Research  was
independent,  and then lied  to  federal  investigators  about  those  ties.  That  combination — moving
prices through commentary while hiding both his trading direction and his financial relationships
— is what the jury ultimately decided crossed the line into fraud.

But  the  verdict's  significance  reaches  well  beyond  one  investor.  Across  Wall  Street,  hedge  funds
and research firms now worry that the standards used to convict Left could be applied to anyone
who publishes  a  strong  opinion  about  a  stock  while  trading  it.  The  activist  short-selling  industry
had  already  been  shrinking  since  2021,  when  retail  traders  famously  pushed  back  against  short
sellers in the GameStop saga. Several funds have closed; others have stopped naming the analysts
behind their  reports  for  fear  of  becoming targets  themselves.  Some observers  argue this  'chilling
effect'  will  silence  useful  critics  —  the  same  kind  of  investigators  who  historically  uncovered
corporate fraud before regulators did.

Others see the verdict as overdue. Retail investors increasingly get their financial information from
social media personalities whose incentives are opaque. A loud post can move a stock in seconds,
and ordinary  investors  have  no way of  knowing whether  the  person posting  is  buying,  selling,  or
already gone. Left's conviction signals that, at least in the most extreme cases, U.S. courts will treat
hidden trading against one's own public advice as a federal crime — not merely sharp practice.

Left is scheduled to be sentenced on August 31 and faces a maximum of 25 years in prison, though
defendants often receive significantly less. He has said he will appeal, arguing that his commentary
was  protected  opinion  and  that  punishing  him  sets  a  dangerous  precedent  for  free  speech  in
markets.  The  deeper  question  his  case  leaves  behind  is  one  that  will  only  grow  more  urgent  as
financial influence migrates further onto social media: where, exactly, does aggressive opinion end
and market manipulation begin?
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2.  Explanation

Andrew  Left  built  a  fortune  by  tweeting  that  stocks  were  doomed  —  then  quietly  trading  the
other way. A Los Angeles jury just called that fraud, and Wall Street is rattled.

What's Going On?
Andrew Left, the founder of Citron Research and one of America's most famous 'activist short sellers,'

was  convicted  in  a  Los  Angeles  federal  court  of  13  counts  of  securities  fraud  after  a  15-day  trial.

Prosecutors  said  he  used  his  huge  social  media  following  to  push  stocks  up  or  down  with  dramatic

posts, then quickly closed his positions for fast profits — pocketing more than $20 million between 2018

and 2023.

His sentencing is set for August 31, and he faces a possible maximum of 25 years in prison. The bigger

story isn't just Left, though — hedge funds and short sellers across Wall Street say the verdict has cast a

chill over the entire business of publicly criticizing companies.

How To Think About It
Short selling is a legal strategy where investors bet a stock will fall. Activists like Left go a step further:

they publish loud research saying a company is overvalued or fraudulent, hoping the price drops so they

can cash in. The legal question is when 'loud opinion' crosses into 'market manipulation.'

• Think of a restaurant critic who secretly owns shares in a rival restaurant, trashes a competitor in a

viral  review,  then  sells  his  shares  the  moment  the  rival's  stock  dips.  The  review  may  be  'just  an

opinion,' but the hidden conflict turns it into something else.

• Or imagine a sports betting influencer telling followers 'bet big on the Lakers tonight' while quietly

placing the opposite bet themselves. The advice isn't illegal because it's wrong — it's illegal because

the influencer is on the other side of the trade.

Key Things To Know
• Left was convicted on 13 of  17  counts;  prosecutors said he made over $20 million by manipulating

share prices through Citron Research commentary.

• Key  evidence:  a  private  message  saying  trading  around  his  commentary  on  cannabis  firm  Cronos

Group — backed by retail investors — was like 'taking candy from a baby.'

• He posted 'target prices' on X (formerly Twitter), but often closed his positions far before the stock

hit those numbers, leaving followers exposed.

• Prosecutors  also  said  Left  secretly  took  compensation  from  a  hedge  fund  while  publicly  claiming

Citron was independent — then lied about it to investigators.

• What  most  people  miss:  short  sellers  serve  a  real  function.  They  exposed  accounting  fraud  at

Valeant  Pharmaceuticals  and  Enron.  The  verdict  doesn't  outlaw  the  practice  —  it  punishes  the

hidden conflict of interest.

Why It Matters
If you've ever followed a stock-picker on TikTok, YouTube, or X — or watched WallStreetBets influence
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GameStop  — this  case  is  about  your  information  environment.  The  line  between 'financial  influencer'

and 'market manipulator' is now being drawn in real time, and the rules being written today will govern

the apps and creators you'll be using as adult investors.

The Bigger Picture
The activist short-selling industry has been shrinking since 2021, partly because of regulatory pressure

that intensified after the GameStop saga. Many funds have already closed. Watch for two second-order

effects: fewer public exposés of corporate fraud (which short sellers historically uncovered), and a new

wave of compliance rules forcing financial commentators to disclose their positions in real time — the

same way pharma ads have to list side effects.
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3.  Key Terms Glossary

Short selling
A trade where an investor borrows shares of a stock, sells them, and hopes to buy them back later at a
lower price — profiting if  the stock falls.  Losses are theoretically unlimited because a stock can rise
forever.

Activist short seller
An investor  who not  only  bets  against  a  stock  but  also  publishes  research,  reports,  or  social  media
posts arguing the company is overvalued or fraudulent, hoping the publicity drives the price down.

Securities fraud
Deceiving investors in financial markets — for example, by lying about a company, hiding conflicts of
interest, or manipulating share prices. It's a federal crime in the U.S.

Target price
The price an analyst publicly predicts a stock will reach. Used by investors as a signal of how far the
stock might move.

Hedge fund
A  private  investment  fund,  usually  for  wealthy  investors,  that  uses  aggressive  strategies  —  short
selling, leverage, derivatives — to try to beat the market.

Retail investor
An  individual  investing  personal  money  through  apps  like  Robinhood,  as  opposed  to  institutional
investors like pension funds or hedge funds.

Disclosure
Publicly  revealing  a  financial  interest  or  position.  U.S.  law  requires  it  in  many  contexts  to  prevent
investors from being misled by hidden conflicts.

Chilling effect
When the fear of legal punishment causes people to self-censor or avoid activity that may technically
be legal. Often discussed around free speech and regulation.
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4.  Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage most directly argues that Andrew Left's conviction is significant because it:
A) ended the legal practice of short selling in the United States
B) proved that all financial commentary on social media is illegal
C) redefined where opinion ends and market manipulation begins
D) forced hedge funds to stop publishing any research reports

Q2. According to the passage, prosecutors said Left's profits came primarily from:
A) long-term investments in undervalued small companies
B) moving share prices with commentary and quickly exiting trades
C) managing pension funds for retail investors directly
D) fees charged to subscribers of Citron Research reports

Q3. Which choice best states the central idea of the passage?
A) A single fraud case has rattled an entire industry built on public market commentary
B) Social media has made financial markets less efficient than they were in the past
C) American hedge funds have become too powerful and need to be broken up
D) Retail investors should never trust any financial advice they receive online

Q4. As used in the passage, the word 'chill' most nearly means:
A) lower the temperature of
B) discourage through fear or caution
C) relax and become casual
D) freeze entirely and stop

Q5. As used in the passage, the word 'activist' most nearly means:
A) politically progressive
B) publicly campaigning to influence outcomes
C) physically energetic and athletic
D) legally registered as a charity

Q6. Which statement about short selling can most reasonably be inferred from the passage?
A) It has historically uncovered genuine corporate fraud
B) It is now banned in the United States after the verdict
C) It is primarily practiced by retail investors on apps
D) It is always more profitable than buying stocks

Q7. The passage suggests that the most legally damaging part of Left's conduct was:
A) publishing pessimistic research on large companies
B) concealing his trading positions and hedge-fund ties
C) appearing on financial news channels frequently
D) having a large following on social media platforms
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Q8. The author's tone in describing the broader effect on the industry is best described as:
A) celebratory and triumphant
B) dismissive and mocking
C) measured and cautionary
D) outraged and accusatory

Q9. Based on the passage, what is one likely second-order effect of the verdict?
A) An immediate rise in U.S. stock market indexes
B) New disclosure rules for financial commentators
C) Mandatory licensing of all social media users
D) The closing of major U.S. stock exchanges

Q10.Which choice provides the best evidence for the answer to the previous question?
A) 'Andrew Left… was convicted in a Los Angeles federal court'
B) 'cast a chill over the entire business of publicly criticizing companies'
C) 'a new wave of compliance rules forcing financial commentators to disclose their positions'
D) 'short sellers historically uncovered' corporate fraud

My Score:  _______ / 10
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5.  Answer Key with Explanations

Q1. The passage most directly argues that Andrew Left's conviction is significant because it:

Answer: C

The  passage  frames  the  case  as  drawing  a  new  line  between  legitimate  commentary  and  fraud,  not  as  banning
short selling or all commentary. A is wrong (Trap A: opposite scope — short selling remains legal). SAT Tip: When a
question  asks  about  the  'central  argument,'  look  for  the  answer  that  captures  the  passage's  main  tension  or
trade-off, not its most dramatic-sounding claim.

Q2. According to the passage, prosecutors said Left's profits came primarily from:

Answer: B

The passage states Left posted dramatic commentary, then exited positions far earlier than his public 'target prices'
suggested.  D is  the  main distractor  (Trap C:  plausible  real-world,  but  the  passage does  not  mention subscription
fees). SAT Tip: 'According to the passage' questions reward strict textual evidence — eliminate options that sound
reasonable but aren't directly supported by the text.

Q3. Which choice best states the central idea of the passage?

Answer: A

The  passage's  through-line  is  the  conviction's  industry-wide  chilling  effect.  D  is  the  main  distractor  (Trap  C:  a
reasonable takeaway, but more extreme than the passage's actual claim). SAT Tip: The central idea is usually the
most balanced statement that covers the whole passage — beware of options that overstate the author's position.

Q4. As used in the passage, the word 'chill' most nearly means:

Answer: B

In context, the verdict 'chills' the industry — it discourages activity through fear of prosecution, not literal cold or
total  stoppage.  D  is  the  main  distractor  (Trap  B:  passage  vocabulary  used  too  absolutely  —  the  industry  is
discouraged, not 'frozen entirely'). SAT Tip: For vocab-in-context, substitute each option into the sentence and pick
the one that preserves the original meaning.

Q5. As used in the passage, the word 'activist' most nearly means:

Answer: B

An  'activist'  short  seller  publicly  campaigns  to  push  share  prices  in  the  direction  of  their  trade.  A  is  the  main
distractor (Trap C: common political meaning, but not what 'activist' means in finance). SAT Tip: Specialized fields
often repurpose everyday words — let the surrounding sentences, not your prior associations, define the term.

Q6. Which statement about short selling can most reasonably be inferred from the passage?

Answer: A

The  passage  notes  short  sellers  helped  expose  problems  at  firms  like  Valeant  and  Enron,  implying  a  legitimate
market function. B is the main distractor (Trap A: opposite of the passage's careful claim that the practice remains
legal). SAT Tip: Inference answers must follow from the passage — not from your outside knowledge, and not from
the opposite of what the passage says.
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Q7. The passage suggests that the most legally damaging part of Left's conduct was:

Answer: B

The passage repeatedly stresses that the fraud lay in hidden conflicts: closing trades while pretending to still hold
them, and secret payments from a hedge fund. A is the main distractor (Trap B: passage vocabulary used wrongly —
publishing  negative  research  itself  is  not  what  made  the  conduct  illegal).  SAT  Tip:  When  a  passage  carefully
separates two similar-sounding behaviors, the test is usually asking you to identify which one actually crossed the
line.

Q8. The author's tone in describing the broader effect on the industry is best described as:

Answer: C

The  author  lays  out  both  Left's  misconduct  and  the  legitimate  role  short  sellers  play,  warning  of  second-order
effects  without  taking  sides.  D  is  the  main  distractor  (Trap  A:  wrong  direction  —  the  author  is  analytical,  not
outraged).  SAT  Tip:  To  gauge  tone,  look  at  modifiers  and  qualifiers  ('may,'  'watch  for,'  'partly  because');  hedged
language usually signals a measured tone.

Q9. Based on the passage, what is one likely second-order effect of the verdict?

Answer: B

The  passage  predicts  new  compliance  rules  requiring  real-time  disclosure  of  positions.  C  is  the  main  distractor
(Trap C: a plausible-sounding regulatory response, but far broader than anything the passage suggests).  SAT Tip:
For prediction questions, pick the option that stays closest to the scale of change the author actually describes.

Q10.Which choice provides the best evidence for the answer to the previous question?

Answer: C

Option  C  directly  supports  the  prediction  of  new  disclosure  rules.  B  is  the  main  distractor  (Trap  B:  relevant
vocabulary,  but  describes  the  general  chill,  not  the  specific  second-order  effect  about  disclosure).  SAT  Tip:  For
evidence-pairing  questions,  first  locate  the  exact  line  in  the  passage  that  supports  your  previous  answer  — then
pick the option that matches it most directly.
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