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M r Ke ith  Lee v  The Daily Telegraph & The Sunday Telegraph

Clauses noted: 1 ,1 3

M r Keith Lee com pla ined to  the Press C om pla in ts C om m iss ion  abou t a series o f investm ent 
recom m endations in the Q uesto r co lum n, w h ich appears in The D a ily  Te leg raph  and S unday 
Telegraph. He w as concerned about the  frequency w ith  w h ich  certa in  shares - in w h ich the 
co lum n ’s ed ito r had a sta ted financ ia l in te res t - w ere  recom m ended. The  C om m iss ion  de te rm ined  to 
exam ine the m atte r under the term s o f C lause 13 (F inanc ia l jo u rn a lism ) o f the  E d ito rs ’ Code o f 
Practice.

The com p la in t was not upheld.

The Q uesto r co lum n is a regu la r fea tu re  in the new spapers and has been runn ing fo r a lm os t 50 
years. The co lum n gives recom m endations on w he ther to  buy, hold o r se ll pa rticu la r shares.

The com pla inan t said he was concerned tha t the  Q ues to r ed ito r was pub lish ing excess ive ly  
frequen t “buy” recom m endations fo r certa in  shares. In particu lar, the  com p la inan t po in ted ou t tha t 
shares in JP  M organ Indian investm ent trus t (in w h ich the  Q ues to r ed ito r had a s ta ted financ ia l 
in terest) had been “tipped” on n ine occas ions between 14 Janua ry  2009 and 15 A pril 2010, w h ile  
Hill & Sm ith  shares had been recom m ended s ix  tim es betw een 28 June 2009 and 10 A ugus t 2010. 
He noted tha t there  was a corre la tion  betw een the appearance  o f recom m endations fo r JP  M organ 
Investm ent T rus t and the traded vo lum e o f shares in tha t s tock. The  price o f the  share  a lso tended 
to  rise m ore steep ly  than the FTSE 100 index.

In response to  the com pla int, the  new spaper g roup sa id  tha t its po licy  s ince  la te 2008 (w hen the 
current Q uesto r ed ito r took charge o f the  co lum n) was to  focus  Q uesto r on a re la tive ly  sm all pool o f 
securities. This, it said, provided g rea te r in te rest to  the typ ica l reader. In the  subsequen t period, 
severa l shares had been frequen tly  recom m ended by Q uestor: in add ition  to  those  re fe rred to  by 
the com pla inant, Petro fac had been m entioned 16 tim es, Tem p le ton  Em erg ing M arkets 14 tim es 
and Vedanta  11 tim es. D ecisions about w h ich shares to recom m end w e re  m ade by the Q uesto r 
ed ito r and the new spaper g roup ’s head o f business. The  fac t tha t the  price o f shares rose a fte r 
being tipped by Q uesto r was in no w a y  sin ister. It w as s im p ly  a dem onstra tion  tha t the 
recom m endations m ade in the co lum n w ere  w e ll-founded. (The new spaper g roup  noted, in 
response to  the exam ple  put fo rw ard by  the com pla inant, tha t the  va lue o f the  JP M organ fund  is not 
based on the vo lum e o f shares traded. It a rgued tha t an increase in the vo lum e o f shares being 
traded w as like ly  to cause on ly  sm all changes in the share  price .)

W hile  it was true  tha t the Q uesto r ed ito r re ta ined a personal financ ia l in te res t in the  s tock  m arket, 
the new spaper group said it had a lw ays fo llow ed stric t po lic ies to  ensu re  adherence  to the  E d ito rs ’ 
Code o f Practice. It w as standard practice fo r  personal financ ia l in terests to be dec la red  to the ed ito r 
(which had been fo llow ed in th is case). In the in terests o f transparency, the  Q uesto r ed ito r m ade his 
financ ia l in terests pub lic by m aking c lea r in the new spapers them se lves when he had a s take  in 
shares he was recom m ending.

The new spaper g roup  said that, s ince  the curren t Q uesto r ed ito r s ta rted  w riting  fo r  the  Telegraph, 
any share  purchases had been m ade th rough his share  club, in w h ich he ow ns a 10.3%  stake. (This 
in form ation, apart from  the spec ific  s ize  o f the  jo u rn a lis t’s s take  in the  club, w as a lso inc luded in the 
d isc losures pub lished a t the  end o f the  Q uesto r co lum n.) S ince he s tarted his role, no shares about 
w h ich he had w ritten  had been sold. Shares in fo u r com pan ies had been bought:

1. N orthern Foods shares w ere  purchased on 22 M arch 2010 (an ea rlie r tranche having been 
purchased on 20 N ovem ber 2006 be fo re  he took  on the Q uesto r ed ito rsh ip). The  shares 
w ere  recom m ended by Q uesto r on ten occasions betw een M arch 2009 and O ctobe r 2010.

2. N ational G rid shares w ere  a lso purchased on 22 M arch 2010. The shares w ere  tipped ten 
tim es between M arch 2009 and June 2010.

517

MODI 00040238



For Distribution to CPs

3.

4.

HSBC  shares  w ere  a lso purchased on 22 M arch 2010. T hey w ere  tipped by Q uesto r on six 
occasions betw een June 2009 and S ep tem be r 2010.
Shares in A vanti C om m unica tions w ere  a lso  purchased on 22 M arch 2010. T he y  w ere 
recom m ended by Q uesto r in January  2010 and aga in in February 2010.

The  curren t va lue o f Q uesto r’s ho ld ings in these  shares was:
1. N orthern Foods - £388.86
2. National G rid  - £500
3. HSBC  In frastructure  - £120.05
4. Avanti - £207 .70

He a lso  had a hold ing va lued a t £451 in JP  M organ Indian, wh ich had been tipped severa l tim es, as 
noted by the  com pla inant. Shares in th is investm ent trus t had not been purchased s ince  the 
beg inn ing o f Q ues to r’s ed ito rsh ip .

No shares had been bought o r sold e ithe r sho rtly  be fore  o r shortly  a fte r they  w ere  w ritten  about in 
the co lum n. The shortes t gap  betw een shares being purchased and subsequen tly  w ritten  about was 
29 days (Northern  Foods shares having been bough t on 22 M arch then tipped on 20 April).

C onsequently, the  new spaper g roup  argued tha t there  had been no breach o f C lause 13 o f the 
Code o f Practice. It sa id  tha t the  Q uesto r ed ito r had acted honestly  and repu tab ly  in his role.

H ow ever, it accepted tha t it w as vita l to  ensure  there  could be no doubt about the  leg itim acy o f 
Q ues to r’s activ ities. As a result, it had decided tha t Q uesto r would d ispose  o f his s take  in his share 
c lub and w ould not buy o r sell shares in the  fu ture.

Adjudication

It is ex trem e ly  rare fo r  the  Press C om pla in ts C om m iss ion  to  rece ive a com pla in t under C lause 13 
(F inancia l jo u rn a lism ) o f the  E d ito rs ’ Code o f P ractice, o r fo r  m atters to  arise  tha t require 
investiga tion  even in the  absence o f a com pla int.

The  on ly  occasion on w h ich a breach o f C lause 13 (F inancia l jou rna lism ) was found  to  have 
occurred  was in re la tion  to the “C ity  S licke rs” case o f 2000. A fterw ards, the PCC in troduced spec ific  
gu idance  in the area o f financ ia l journa lism , w h ich was updated five  years ago to  take  account o f 
the  Investm ent R ecom m endation  (M edia) R egula tions 2005, w h ich gave  e ffec t in U K  law  to  the 
European U n ion ’s M arke t A buse D irective.

The C om m ission w ishes to  m ake c lea r tha t it rem ains v ig ilan t in th is area. In O ctober 2010, the  PCC 
w ro te  to re levant execu tives across the national new spaper industry  rem inding them  o f the 
ob liga tions im posed by  the C ode o f P ractice (and the Investm ent R ecom m endation (M edia) 
R egulations, as se t ou t in the  P C C ’s gu idance). The  Com m ission w ill, in the  New Year, run a 
sem ina r on the sub jec t o f financ ia l journa lism  fo r re levant figures in the industry.

Th is case provided an oppo rtun ity  fo r  the C om m ission to  exam ine the practica l e ffec t o f the  term s o f 
C lause 13 o f the  Code. It found  tha t the  new spaper group had taken steps to  adhere to them  on this 
occasion.

The com p la inan t’s concern  re la ted to  the  frequen t tipp ing o f shares in w h ich the ed ito r o f the  colum n 
w here  the recom m endations appeared  (Q uesto r) had a personal financ ia l in terest, v ia m em bersh ip  
o f a share  club. The  frequency  o f recom m endations is not som eth ing to  w h ich the C ode o f Practice 
o r the  P C C ’s add itiona l gu idance  m akes d irect reference. Nonetheless, in re lation to w riting  about 
shares and securities, there  are tw o key tests and the  Com m ission exam ined both.
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First, the  C ode says that journa lis ts  “m ust not w rite  about shares...in  w hose perfo rm ance they  know  
tha t they  o r the ir c lose fam ilies have a s ign ifican t financ ia l in te rest w ithou t d isc los ing  the  in te res t to 
the ed ito r o r the financ ia l ed ito r” .

There  was no ev idence tha t the  Q ues to r ed ito r had b reached th is requ irem ent. It w as s tandard  
practice at the  Te legraph new spapers fo r  jo u rn a lis ts ’ financ ia l in terests to  be dec la red  to  the  ed ito r 
and, in Q uesto r’s case, personal financ ia l in terests w ere  m ade pub lic a t the  end o f re levan t 
recom m endations. Th is ensured a su itab ly  high level o f transparency, and indeed m ean t that 
readers could see fo r them selves the  freq uency  o f the  recom m endations.

Having exam ined the trades in question , the  Com m ission w as no t convinced tha t the  financ ia l 
in terest o f the  Q uesto r ed ito r in the  re levan t shares could be cons idered  “s ig n ifica n t” in the  m ean ing  
o f the  Code. It noted tha t the  h ighest va lue  o f shares in any one com pany w as £500.

The second key requ irem ent o f the  C ode is tha t “jou rna lis ts  m ust not buy o r sell, e ithe r d irec tly  o r 
th rough nom inees o r agents, shares o r securities  about w h ich they  have w ritten  recen tly  o r about 
w h ich  they  intend to  w rite  in the nea r fu tu re ” .

The new spaper g roup  acknow ledged th a t the  Q uesto r ed ito r had, in severa l instances, purchased 
shares in com pan ies he had w ritten  about. Purchases had been m ade th rough an investm en t c lub 
in wh ich the jou rna lis t had a stake o f around 10%. No shares had been sold.

Buying shares is not proh ib ited by the C ode unless they  have been w ritten  abou t “ recen tly ” o r w ill 
be w ritten  about in the “near fu tu re ” . T he  C om m iss ion ’s gu idance  notes tha t it is im poss ib le  to 
define  these  term s m ore prec ise ly  w ith ou t producing loopholes. H ow ever, it goes on to  m ake c lea r 
that, as best practice, “journa lis ts  shou ld  not specu la te  by buying o r se lling shares on a short-te rm  
basis” .

In th is instance, it did not appear to  the C om m iss ion  tha t the  Q ues to r ed ito r w as dea ling  in shares  in 
a w ay  tha t am oun ted  to  such short-te rm  specu la tion . The shortes t gap  between a recom m endation  
and his purchase o f the  recom m ended s tock  w as 29 days; and the re  had been no subsequen t sa les 
o f any  shares.

In all the  c ircum stances, the  C om m iss ion  was satis fied  that the re  had been no b reach o f C lause  13 
(F inancia l jou rna lism ) o f the  Code.

In th is area o f journa lism  (as in o thers), it is necessary tha t readers shou ld have con fidence  in the 
p roprie ty o f the  actions o f journa lis ts . It w as c lea r to the C om m iss ion  tha t the  new spaper g roup  had 
taken se rious ly  the concerns about the  Q ues to r colum n. It noted the  T e leg raph ’s decis ion th a t the  
Q uesto r ed ito r w ould not trade in shares in the fu ture, in o rde r tha t the re  could be no question  o f a 
con flic t o f in terest. Th is action (which w as vo lunteered ra ther than  requ ired) underlines the s treng th  
o f the  se lf-regu la to ry  m echanism  in th is  area, wh ich seeks to  prom ote high standards o f 
accountability .

The com pla inan t had a lso raised a com p la in t under C lause 1 (A ccuracy) o f the  E d ito rs ’ Code.
He said tha t the co lum n regu la rly  m ade re fe rence to  the da te  on w h ich shares w ere  “firs t 
recom m ended” . Y e t in fact, the  shares had often been recom m ended before the g iven date. For 
instance, he said, on 10 M arch and 9 M ay 2010 Q uesto r had m ade recom m endations to buy  shares 
in Hill & Sm ith and had noted tha t the  shares w ere  “firs t recom m ended at 202p on February 7 last” . 
The com pla inan t said that, in fact, the  shares had been firs t recom m ended by the  co lum n in Ju ly
2008. He a lso  noted tha t an item  recom m end ing  Hill & Sm ith on 10 A ugus t re ferred to  them  having 
been “firs t recom m ended a t 202p on June  28 last year” . Even if the  Ju ly  2008 recom m endation  was 
ignored, there  was c learly  an e rro r in a t least one o f these co lum ns.
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The new spaper g roup  said tha t the  phrase  “firs t recom m ended” re la ted to the firs t recom m endation 
by the cu rren t Q uesto r ed ito r. It sa id  th is  po licy  m ade m ore  sense  than  referring back to  a 
recom m endation m ade by  a previous ed ito r, perhaps m any years ago. It argued tha t regu la r 
readers o f the  co lum n would  be very w e ll aw are  o f a change in the ed ito rsh ip  (the m ost recent ed ito r 
having been w e lcom ed in a specia l fea tu re  in N ovem ber 2008). It d id acknow ledge  that an e rro r had 
been m ade in the  10 M arch and 9 M ay item s w hen Hill & Sm ith  w e re  sa id  to have been firs t tipped 
“on February 7 last” . In fact, the  A ugus t 10 item  was co rrec t w hen it sa id  tha t the  firs t tip  by  the 
curren t ed ito r o f Hill & Sm ith  shares was “on June 28 last yea r” . It apo log ised  fo r the  m istake and 
corrected the tw o earlie r item s online.

It subsequen tly  corrected tw o fu rth e r item s re la ting to  the recom m endation  o f BP shares, both o f 
wh ich e rroneous ly  re ferred to the  shares having been “firs t recom m ended” on 4 April 2009. In fact, 
as was co rrectly  s ta ted  in a th ird  recom m endation  - and as the  com p la inan t had po inted ou t - they  
had firs t been recom m ended on 4 February 2009.

The com pla inan t a lso said tha t the  Q uesto r co lum n was m is lead ing  because it used the  FTSE 100 
index as a po in t o f com parison fo r all the  shares it recom m ended, even w hen  it w as recom m ending 
shares tha t w e re  not in the  FTSE 100.

The new spaper g roup said tha t the  FTSE 100 index w as a sens ib le  benchm ark fo r  all 
recom m endations. If d iffe ren t com parisons w ere  em ployed fo r  d iffe ren t shares, there  m igh t equa lly  
be cla im s o f d is tortion . U ltim ately, no system  w as perfect.

Adjudication

The C om m ission w as sa tis fied  tha t readers w ould  not gene ra lly  be m isled by the fac t tha t 
re ferences to  w hen shares had “firs t been recom m ended” re la ted to  th e ir firs t recom m endation by 
the curren t Q ues to r editor. Even if readers w e re  not aw are  o f changes in ed ito rsh ip , the  “firs t 
recom m endation” re fe rences w ere  s im p ly  a po in t o f com parison  fo r readers to consider. The rise 
and fa ll o f share  prices w ere, o f course, pub lic ly  accessib le  and the  C om m iss ion  did not conclude 
tha t it w as m is lead ing fo r the  new spaper g roup  to regard Q ues to r ed ito rsh ips as d iscre te  periods.

There c learly  had been an e rro r in the  10 M arch and 9 M ay a rtic les (in w h ich  Hill & Sm ith had been 
referred to as be ing firs t tipped “on 7 February last” , w h ich  was in fa c t not the  case) but the 
Com m ission did not cons ide r that it was a su ffic ien tly  s ign ifican t e rro r to w a rran t s tand-a lone 
correction  o r fo rm a l censure . It took  the  sam e v iew  in re lation to  the  e rro rs  abou t w hen shares in BP 
had firs t been recom m ended. The am endm en t o f the  a rtic les on line  w as a su itab le  w ay  o f 
rem edying the  inaccuracies. T h a t sa id , these  w ere  c lea r m istakes and the  C om m ission w ished to 
m ake c lea r tha t ed ito rs and financ ia l ed ito rs  m ust rem ain v ig ilan t in ensuring  tha t in form ation they 
publish is accurate.

The  use o f the  FTSE 100 index as a benchm ark  fo r com paring share  perfo rm ance (even in relation 
to  non-FTSE  100 shares) was no t m is lead ing  e ither. Readers w ould gen e ra lly  be aw are tha t som e 
o f the  shares be ing w ritten  about w e re  no t listed in the FTSE 100 and they  w ould , there fo re , be able 
to  d raw  the ir ow n conc lus ions as to  the  p ractica l use o f the  index fo r  com para tive  purposes. Even if 
they  w ere  not aw are  o f th is, the  C om m iss ion  did not be lieve they  w ould  be m isled by the 
com parison.

A d jud ica tion  issued 16/12/2010
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