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The Equilibrium Values and Complementary Rules of Civil Liability

of Insider Trading

Based on the Model of American Legal Regimes

Zhao Xudong
Abstract: The civil liability of insider trading is different from the common tort liability. It is a
problem shared by every legal regime of how to regulate and whether to impose restriction on civil law—

suits of insider trading. In this respect the experience of U. S. is worthy of consideration as a developed

model. There are multiple values protected in the tracing of civil liability of insider trading among

27) See 15 U.S.C. §20A b -2 (1934). 1934 ( » 20A ( Comtemporane—

ous Traders)

8) 15 U.S.C. §78c(a) (47) (1934).
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which interest compensation of investors is only one of those. The purpose of institutional construction is
to coordinate and balance various targets of conflicting values which includes: the balance between the
deterrence of insider trading which protects the confidence of investors and the prevention of harassment
litigation which protects the interests of corporations; the balance between compensating the loss of in—
vestors and preventing the civil liability from being insurances for investors; the balance between protec—
ting the litigation rights of victims and prohibiting vexatious litigations. Meanwhile the rules of civil lia—
bility of insider trading need to be functionally complementary and mutually supportive to achieve the le—
gal targets including a balanced approach between the criminal liability administrative liability and
civil liability and between the procedural laws and substantive laws.

Keywords: insider trading; civil liability; institutional construction equilibrium values; comple—

mentary rules
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