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ABSTRACT

Insider trading prohibition plays an important part in securities
market regulation. The research addresses its main theme in the
study of insider trading in the domestic context. It has been ten
years since China set up the securities market in 1990. There is
little difference in the form of insider trading regulation between
China and those developed markets, but in practice, the efficiency
of insider trading regulation in China is not so satisfactory. -

The legal system cannot be simply transplanted, however, it
needs a fit social culture environment named as “Domestication”.
Based on the above opinion, the thesis not only pays attention to
the legal system of insider trading regulation, but also deals with
the institutional environment of China securities market. By
analyzing the efficiency of insider trading regulation in market
practice, this research then discusses the reasons why the efficiency
of insider trading regulation is low and seeks how to surmount the
obstacles.

Following such an approach, the context of this book is
divided into six chapters:

To facilitate the discussions of the main issues, it is necessary
to first introduce the theory of the regulation of insider trading and
lately law development in the world. Therefore, in Chapter 1, the
theories of regulation of the insider trading is first examined,
including the disputes on the regulation, the essential concept of
insider trading, and main types of insider trading. Secondly, the
developments of the insider trading regulation in the world are

reviewed. Finally, current situation of the insider trading
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regulation is introduced to cover the prospect for the future.

The purpose of Chapter 2 is to undertake a review of
legislative and the regulatory practice of the insider trading
regulation in China, and, thereby, to provide a factual basis to
examine the regulatory efficiency. This chapter consists of three
parts. The first part introduces the legal resources of prohibition of
the insider trading in China and analyses the law-making features.
The second part reviews the law enforcement of insider trading
regulation in China market, including the leading cases, the
misconduct features and empirical analyses. By case review and
international comparison, the third part addresses the insider
trading regulatory inefficiency in China, and then concludes the
limitation of the legal system transplantation.

To examine these regulatory inefficiencies, the domestic
institutional environments in China for the insider trading
regulatory system are addressed in Chapter 3. The insider trading
regulation is subject to different kinds of restrictions and barriers
which make it difficult to enforce effectively. The relationship
between the government and the market in China economy
transition is addressed first, and the government-oriented
characteristics in China economy transition are identified in this
part. The second, an academic analysis of social culture
circumstances in the regulation of insider trading is introduced.
The insider trading regulation has experienced difficulties in
enforcement, including the culture background and psychological
elements in whole society. The third, the structural barriers
toward listed company legal system are discussed. One is current
structure of corporate ownership that provides unfavorable
operation base for the listed companies. The other concerns the
disable corporate governance that hampers the fit control to the

enterprise managers. The fourth analyses the regulatory barriers
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toward the information disclosure system and the philosophy of the
securities market regulation.

The modernization of the domestic resources for insider
trading regulation in China is discussed in Chapter 4. Several
suggestions are submitted as the possible solutions. Firstly, it is
time to transform the securities market regulatory models from
government-oriented to market-oriented. Secondly, it is necessary
to improve the company law to fulfill the reasonable corporate
ownership structure and good corporate governance. Thirdly, it is
suggested that the market information disclose regulation should be
enhanced to help the insider trading prohibition. Fourthly, the
enforcement abilities of the market regulator should be promoted to
ensure that the regulatory objectives in the insider trading
regulation are appropriately achieved. Finally, the credit system
should be reconstructed to provide better services for the regulatory
practices.

Chapter 5 focuses on establishing a sound comprehensive
regulatory mechanism to regulate the insider trading. In these
frameworks, this chapter consists of two parts. The first part
deals with the perfection of the legislative structures of the insider
trading regulation, including the essential elements of insider
trading and its liabilities. The second part discusses the
enhancement of the regulatory abilities to prohibit the insider
trading, such as the compliance system, enforcement system and
litigation system.

In Chapter 6, it is intended to explore the issues related to the
insider trading regulation and the future development of the
securities market in China. The first issue gives a legal review
toward the disputes on China stock market among the economists.
The second issue discusses the insider trading regulatory strategies

in the course of market development and financial innovations. for
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example, the institutional investor regulation and the e-trading
regulation. The final issue addresses the latest development and
the perspectives of international securities regulation cooperation
and analyses the reaction between the globalization and
localization. Some suggestions are submitted for insider trading
regulatory reform to adapt to current situation in the world and

domestic circumstances in China.



=

onp

$—8 HNEXSAHNESTLRBFER oo
BT S BB FEAS TP eeoerveemneomnnneianinnnn
-\ %J{+Z§%Jtm%3‘ég tenescsessss s ssesesstsses hesssn s
‘mﬁi%ﬂ]ﬁ}m’]fﬁiﬁ*
5 25 P8 5 L B B AR e vee v e
. %@ “en eesessenacssense
‘&ﬁ@% Seessesenessestssrcsssanass st seaer et satun e

. EZ‘: R R R R R e mmTns
. é\mﬁgz “eeeseeereesess e et etcascsertusstsesresssunsen
. §%ﬁ': sseccsscsnrsseest et cssserssacessrne
CHAER -

gg__A

B

T

NEXHMH B BH R -

SRR TN R S LB AP v oo erereeerenneenaes
- (4D
- (48)

. ERERLBHR AR HEREE -

BB ﬁ@ﬂ%x%ﬂﬂhi%%*ﬁ

%_

2%::

e

¥

e

i

REE I NERZ GBI oo
-, RE NSRRI eervrerrererieriiiiien
- (56)
HENERZ B B BBEIIER crvereerrerrrenreon
— ?3&@[*]%3‘55,3&-@%%

- (69

RENER S LR

= RENRXST LS

- (5)

(5)
(5)
(16)

- (22

(25

- (25)
- (29
- (32)

(33

< (3D
+ (35)
+ (37

(38)

(48)
(48>

(58
(58)
(65)



2 HEARNBEIHH AR LLHET

BN RE KRR SR e
. &@W%Tgiﬁ#]%%ﬁﬂ-ﬂzﬁ esevunesancsscsssenee
P‘]% E%L%‘Jlﬁﬁ&é’]@ﬁ?ttﬁ ceseesssrsssarcssscse s
:A\ zkg%d\gé:fﬁﬂgfz*ﬁﬁﬁ‘%ﬁﬁ‘ﬁt cessesessresasreer s ess s
s iﬁﬁiﬁﬂﬁuPq%;iii%ﬂ@jijiﬁugfiFtﬁ .....................
- BRI BB SIESFTIRENL e
S RESFHEANBTHITHESERER oo
L WEES T BTN Z
7“ ??ﬁiéﬁFMiﬁ#miﬁﬁﬁ esesssssecssssnesscssasnssnans
B BFFERTANRSIBCHEEER e
— EHILE®R - e ceereerecneeneas
. ?;t"’”b‘@%ii’:{?%iﬂ R R R P T R P PP PR T NPT R PP
=L e A -
BN LT R R S R
. AT PAUE R EE e verrrereeserrieeretitininiae
-. %,ﬁé{]z\:]\(n}gégw R T P R P Y P T PR PP PYY
T UL 3 R R BRAG
— L R E A BAIEEE ettt e
L AT RUE A REE  eeereeererrerees
BOE RENHAELDOELEREOTRL oo
B Y SEATHIE TR e
—. iE#ﬁj%‘&ﬁ_ﬁ&&mEfﬂ escssssstvessrenssorenesnan
=L SRR RN
=LA FEASAIELRE  ceserecenneesiesitiiisittieaneninne
%:"—ﬁj E&l&_{i?ﬁﬁﬁ”ﬁ@fﬁﬂﬁ
— L B LA AR R
:\ ﬁtﬂ: tﬁ]‘ \‘]?AIE?:I:*/] sessesecscesrvsresrenn
= m%rﬁ%{aluﬁgfg{ P evesverecnaiiiiiiian
L RN NI GBI R coeeeeereereeens
“LEBEEREE N LY

- (74
- (7D

n
79
(86)
(86)
(86)

- (89)

(94)
(98

+ (98)

(101

+ (104)
+ (106)

(107
(110

- (114

(114

- (116)

(119
119
(119

- (12D

(122)
(125)

- (125
- (12D

(132)
(132)

eere (133)



£ b 3

=. E%{%“E&fgﬂ:%wywm esstessesecnnencsnnsasseansane (139)
BTS2 T A TK T ve voneervarmmrsnenevernnens (142)
—, BT TSGR creereerneeereesnsianiiieeanenes (142)
LG LT ceerreerrecreerenieniiieaeneen (144)
HEHSERTLE e (147)

. {?ﬁ'}ﬁﬁiﬁ#?ﬁ%é@ﬁ%ﬁ eessersencssasrsssnenssrnsanny (147)
. qqﬁ*}[‘*fjm{é‘ﬁﬁ*aﬁ D R R S L R NI (149)
L EEMEHRY - srissssenesiienenens (150)
ERE %Eﬁ@ﬂ%x%ﬂﬂﬁ%%&ﬁmmmwmmm(wm
BV AR HEEMEREATH e (152)
— Bgmmgygjﬁjgggmﬁﬁgﬁ reressesiisiseiasetieiaeaes (152)

. %%m%fgﬁ{}%*@&¥(¢ cescestcecnetttarnsrsarsees (163)

-\ W%ﬁg%ﬂﬁj%xﬁ‘ﬁﬁﬁﬁ D LTI T T I ¥ T P (168)

= %[ SEC v. Lorraine Cassano S 73 wovreeeresreees (172)

::‘\ W%Z‘égﬁi‘jﬂ%%ﬁf*ﬂﬁj cescasesstecnstncsassssssenans (177)

Eg‘ W%ﬁg?ﬁ%%ﬁﬁ*ﬂ%ﬂ D R T LR T T T TR T TRy (183)

T, AEXSEIURIAHLE] coroererrvreier i, (186)

- IB XS PIEN A 5 i - seereenesesene (196)

EAE mﬁxamﬂ%ﬁ@ﬂ#mﬁg 7]~ SRR (199)
F—F HRENGBEFRAERIE S e orrreerees (199)
—. %%Eﬁ%ﬁi%%%#]%l@ “sssnssssessssrsassessrssassae (199)

= RATH AT KA R S A e sereerresnessesnees (201)

B ﬁ#ﬁ%&%@ﬁ%Tﬁﬁﬁﬂﬂ --------------- (203)
o REIER W RTIR B ceeererercrtniniiniinnnan (203)

ZL TR RO S HEL G A correrreernirnnniinn (204)

TN B R BT SHER YA e errenenaenan (210)

V9 o 5% BRI T 19 PR 3T 5 LA - seeeereesesieeene (212)

BEY  EHNEERS ﬁ%W%i%¢imﬁﬁ ------ (215)

#
=2
=

#
B
<t

|

L]

Ji=|



4 EHRARIHAMG R LLAR

=, EFEEERE EERX

. m%fgﬂfﬂ[%@%gﬁ&ﬂ%ﬁﬁ sesssessccncesssensns

=, HER TG cervrereretectiatiiiincn
RPN cres . (221)

o
i

ﬁig-jcﬁ....... cevestecesanee
FEID srerevoestesensettonentianttitteteistiteiioterieritotatescteasancsonnans

- (215

21
(218

- (222)

(232



ank

S

HOMBAEF R FH L, TR RN AL REE, HHR NI RE
BUERI R R E MR BT B A RE 49 B # IR X T R
H R, 1815 4, KEM MR - FBERBZRE RG]
FEAR 0L 7RI B T B R T A B IR, B RS R B RO
FEIGCH 25 0 F (5 B RSB M . 75 B R W1 I 2R B A0 U
THATKE 40 N/DES, B ESRER BN TR CHBMHE ., £X
HEETTZ AT, B B AR SRR A BUN 135 . 4 R CRIKAHE
J7 N B A AR BT A K R R A TR 2 ik B R e R
WRE T —E0, 8 IIREER A 172 AR RBANERH 5
{5 BIEF LR WS AT AT A TR B A H RN 2 X0,

RENES TSR 10 £k, Z2REMBEA G RLITHHLR
MEEFRETELRRARY. PEIESEEEREERSH 1993
FROLLR, MR EE, AT T AP HA LT H AR, HT 5
HENACAEE EF EHEFTHRELFEENTNNER
HMEEERAR. NBEZEFHEENIT AN 2RI X
RAMTIEE S T 5 E B FER AL S RER N AT HFRE, &
RASEHENTFE? A AT HARINRRRER? 3TN
HFRERBEWHHORFETAE XA %%, EAREANLTE X H
HHER AR R, ERMEAABREMHRZ FH.

TEESP AR IE S 1 3 b T35 80 12 (EHESE S5 SR LA M8 Ik
ARME LR RBMANTRE, FL N FAER SO R —RE
B FIHE SR P AT . o [ TE AL TE AT R 22 55 181 Tl 4 4 T S AU L 1
HPEENEFAE, AEAER EREFENRF LSRN

© FIEKRR - FEME AR E(BXNE— RV BNEEENE
). FFENHIE 1997 £ 12 AMR.E 105 7,



2 EEARXHH MG K LT

%. NFRMAERE,  RERKWEBREULSEH AEL, UH
AR ESW AR, EXFEFEH T, Tt R EMEFHYIE
T AT R AR HEE, D RBFE TSN LR, 88 LM
#7745 AR R, 2 2 BF 95 (o] R BT 56 B A A9 B8 X T gt o T S A
K1 AR R TN L X X0 25 5 T A A BORF IBOR A L, LA R
T MR RN EEE MBI LHE SN
HEALFEH, RELFBRMIEHTHEBRLCHHBRRET R
EMIEHF R LR RN ERSSRUATR T LN A 8 C
=W

MTARLHTAHAREEERNENTR EENSARREERE
EZ MR, RNBE — S M T MR M 4Bk
BXA R A BB E XS T EE . BEEEEELMH" =4
F.

A AH FEHREGE LT 20 L =+ E4, AR — B HEE, &
T ALES T 20 2 80 FREFIKE . 90 FRLIK, REEEHAE
TACRBE RSN G NE B EE DRI T TS B HRITO,
BriddE e A 4, B I8 A 50 s % E BR A (B
HE BRI, ERA8 B2 RUREREAZS L F E
hE e, AL A XRREFTEE SWER, © B E R
MRS A BR R A+ IR AL A 78, th A B 2 1 YR VB Y 10 0 . BT LA i 38
AT ACEE, 2 B E A R SR ES, ME IR R, T
TR RZF SRS AR5, IR 4, R E 5 HE AR
MEBMARAR —REHFKE A TREESKMER, FHEE
A AR A R, 3 1176 BE AR TR SORN 42 6 0 A/ R 3 B 1 R R B, —
3T Y 24 3R 1R R B TR B A E A & 2 R O L ER
B BB B A R 38 P ERR BB e B s L

O RET OIS AU LRTEM LB L BE G NELR, B(FE
FIEHE R 1994~1996),iT5° K22 E MR 1998 48 12 A Mg,

© BREFE (NMEAERGMEESE — FEEHRATTE), LR AR S5 1908
3 AR, 137~138 7T,

O RETF ABEASAL - SRPELSH2 S BE KON ERR), R(HE
BIFIEAR 1994~1996, 177 K H A 1998 4 12 B BR,



% el 3

A R FEATAL I 5 55— 77 T 0 AL A AR B IR AR S 2 AR R AL
(PELAS B A 5 2 MBI B R A B PR IRER ST . KR AR A L
LB B 25 5 B R A A R B E .

A4 EREISAE LI, LR T E R, F BRITRHED P
FHEZ 1 5 P — RTINS H R,
A5 B BT 0 B LA T AR R L B LR R R BB BT Y
A (D HBRET R 2 F B AT 8 7 1% B B E IR 37 AT 5 PR A2
SERMHE TR RIRZd . R H R EE SR R %
B el FERXK —RTHEERT . WERWEEERZ PHH
HHHER . LI RE LR E LS NRER SRR BRI (DOF
BT A SRR IS . X5 K ik P EE R 2 AT AT B MR35
AT N BRI, B R 51T AR R AR 2 R I
HY SR UEBF F AR, 38 TH X B SE 51 AT A T35 08 S MR B 4 T UM R
QEMR@EE, TRIRTHEEAFZSFHEERFONE, TEE
N SRR PURE S 5 LRI BT AR A B TR, B — B IR B NR R B
KL B A 5 ] TR 5 5 U2 IR AR P A 3 5 L ik ) L b 4 RS 3
ERWEEENRA B -BRBEAELSHE S REE ML
R KRFBMR R . (DRFES. RSB TSR
BREFFHTTEMARRERNEL SR RERE,

ET EAME, 2B TEBL A E.

F—8 IEFNRTHAFGELREEFEE., AENER
SR B9 R0 RS B [ AR Y BT R TR L O O R B G 4
DBEETH IO RN RS HL R TR,

FoE RENFZHHH LS L. SRR e
REEESF T AR ST R TR 2 W0 HE B L S 49 6 [ 3iE
7T 5 PR3 5 ML 0B L 48 R O U R B A

FoE REIEFARLHHE A RS, B
38 5 1) B A8 B 1B SRR A2 T o BT TR W A A - U IR ER 0 L XIE 3 3

C WEF(NEERSEEE — PEBEHB AL TR, KA RS 1998
%3 HERL 58 137~138 7,



4 EAARIHHHGRKLLHAR

AT I REas T [ i By b A SRR AT T = A 5 LA O 7 T Y R 2
IR R#ETT T B R AT

BuE REEHFAEZZAHELFENRL, FRME
HBREAR T FEFHSIRFEE, R RERE R, FHRRME LR
fReg xS W, LR S R RE MR R TSR,

FHE REILFNBESAR G RERMZ EE 7 LR
FAE I T TG b KT 404 5E e B TR PR AT B R AR ) B A JRAN4R
AT TR AR B L

FAE ARXHAHSREIESR TS REME. EMrRE
KIET Y xR ARG R L EE TSR RUFS NELSIH G
K & [ R, FF 0 L P AL R AL T Y P9 338 B o] 4R o 0t 36



¥—E AEXSARNEFER
R B & R

£V HNEXZAHHEAEL

—. A A2BRLERAERX S

COE-DAE S8 L &1 F 3
ABZGITHEIERTH —BATE, AMIMARXGHEE
MEBVIM A DR i 5T . 5 B BUME S L B AT ).
ANEHEBRER, WEXHRAFE ENEE, B RBA RS
A RHMEFHEB LS, 20 4 60 R, %E SEC HBMAER
SHE B AT, NI, RS B AT W —FERRVEIT A . RE
NEXGRUENZHBTE, AFNAEAR AmEHRH 2,
ERINRGEENERRE, XEAFNEAM I8 R AH K
EXH BEABEBEE BARNERS, tEE R XA, 3
T XX BRARMRVEIT . B FRAG - B0l 8 BB CEREG
B - RARKRMFAT/MRGEEZ K ) (Bonfire of the Vanities) # i,
B GITHFFRBIRARNXE  — BRI S R
AR T BB EE, K, Al - FI3RE 1991 E5H/MLORH
KE), BMHERAMEVARRSES . SR T LEHE O
£ 20 42 80 R Z AT, AR S MUF R EEE L& BB
FKOHIFE, HET 0 FRKX MR EENTHLFERERLEE
KABRLHHE. 1988 FHAK LT LRI A ERH L & REH

@® Shen-Shin Lu, Insider Trading and the Twenty-Four Hour Securities Market ,
1994, p. 1.



6 EANEEHRA G R AR

71989 FHRERE SWHENFTXNERNBEL S EMH.1993 4
EBETXIHMBRHANRER S FIEBI. 1995 F£HER Canadon EiF
MAER EFIRERCE. TR, MR SE LM AERHEH G
IR, NE L5 M MR T35 2 898, ROV & B £ ER 01T
A . 1990 SERIG , AV ER LGS IR ET HH EHTHARERT 5k,
WO EPRERE R — KRR, 1988 EH A BRGEHRT S B, H
TTARRSAH AR, HEBRENESNER ST IEL2HE
ORG.—HERHTHERNEEHORAEETFRAHNERS, %
B 1980 (N EIEVENERL G I B IEIE, HE1TH E 71985
FAFNEF(NEBARZH ), 1989 ERRILAMEH L5 R E I &
SWEEAEBR AR X R 5 EATE — N . 1989 ERRILKRE R &
FAEEFREMEEERNERFIESE R, ERRART
1992427 A 1 BAPH HAERAEE A%, B, 7E 1989 FRE R T
(RTABZHE—ERADREBIBER”. 1995 £ L BRIH
103 MR, Kb 87 M2 T RILHNBER SME®, hta
WL, X PR BE B AT IR AR R BN [ BR At S i 3,

TEHADBRIEANREZGHNGH, TER N T A RRARE WIS
MR FEEHEC. BRTR SR 2R EHN G fika, KEHE
RAMFH A BIESH LR EE, HE N ER ST E Y
PR .

(=) AR HM A 69528 4N

1909 £, ¢ B Jf B ¥ 45 (Strong v. Repide) £ LE BB
EIERERRES, SR AT NEXSITHNEE, ]G, EE—4

O BFE 1B EFGEHRTBEIFE 190 £Z = 2=,

@ Utpal Bhattachary, Hazem Daouk, “The World Price of Insider Trading ”,
http://www. ssrn. com.

@ Louis Loss and Joel Seligman, Securities Regulation, 3rd Edition Little, Brown
and Company 1991 R FAS BRI B SRR — 30/ A1 0B AR , 3 BB 12 7140k
AR, 4nt B EHFRRAT 54 M IERERIFRN 2B 5, FH il +
[ E R BRI RS, o F TR B R SE X R P A0 5 i, 0 RS X T e W
REER, Hi FRHERE, YxAF SERREFRE LRI, STBHET o
WG, A Fl RS Lk, SLE R TR LT 378 2 U1, T A5 0 0 U A A2 T 4 24 K B 4B 0



